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PART I
SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS
Certain statements in this report, other than purely historical information, including estimates, projections, statements relating to our
business plans, objectives and expected operating results, and the assumptions upon which those statements are based, are “forwardlooking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934. These forward-looking statements generally are identified by the
words “believes,” “project,” “expects,” “anticipates,” “estimates,” “intends,” “strategy,” “plan,” “may,” “will,” “would,” “will be,”
“will continue,” “will likely result,” and similar expressions. Forward-looking statements are based on current expectations and
assumptions that are subject to risks and uncertainties which may cause actual results to differ materially from the forward-looking
statements. A detailed discussion of these and other risks and uncertainties that could cause actual results and events to differ
materially from such forward-looking statements is included in the section entitled “Risk Factors” in Item 1A of this report. We
undertake no obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future
events or otherwise. Accordingly, there can be no assurance that our expectations will be realized.
As used in this report, “we,” “us” and “our” refer to Cornerstone Core Properties REIT, Inc. and its consolidated subsidiaries except
where the context otherwise requires.
ITEM 1. BUSINESS
Our Company
Cornerstone Core Properties REIT, Inc., a Maryland corporation, was formed on October 22, 2004 for the purpose of engaging in the
business of investing in and owning commercial real estate. We have qualified, and intend to continue to qualify, as a real estate
investment trust (“REIT”) for federal tax purposes.
We are structured as an umbrella partnership REIT, referred to as an “UPREIT,” under which substantially all of our current and
future business is, and will be, conducted through a majority owned subsidiary, Cornerstone Operating Partnership, L.P. (“the
Operating Partnership”), a Delaware limited partnership, formed on November 30, 2004. We are the sole general partner of the
Operating Partnership and have control over its affairs.
Our external advisor is Cornerstone Realty Advisors, LLC (the “Advisor”), a Delaware limited liability company. One of our
directors is also a director of our Advisor and all of our officers are also officers of our Advisor. Our Advisor has contractual and
fiduciary responsibilities to us and our stockholders. Under the terms of our advisory agreement (the “Advisory Agreement”), our
Advisor will use commercially reasonable efforts to present to us investment opportunities and to provide a continuing and suitable
investment program consistent with the investment policies and objectives adopted by our board of directors. Our Advisor is
responsible for managing our affairs on a day-to-day basis and for identifying and making property acquisitions on our behalf.
Currently, there are no employees of Cornerstone Core Properties REIT, Inc. and its subsidiaries. All management and administrative
personnel responsible for conducting our business are currently employed by affiliates of our Advisor. Our current business consists
of acquiring and operating real estate assets. Management evaluates operating performance on an individual property level. However,
as our industrial properties have similar economic characteristics, they have been aggregated into one reportable segment: Industrial.
Beginning June 30, 2011, we determined that we were the primary beneficiary of a variable interest entity, the Sherburne Commons
senior housing facility. Therefore, in the third quarter of 2011, we formed a separate reportable segment, the Senior Housing segment.
As of October 2011, we have reclassified the Sherburne Commons property as held for sale. Consequently, for the period ended
December 31, 2011, we present our financial results in one reportable segment, the Industrial segment (see Note 14).
From our formation through the end of the year ended December 31, 2005, our activities consisted solely of organizational activities
including preparing for and launching our initial public offering. On January 6, 2006, we commenced an initial public offering of up
to 55,400,000 shares of our common stock, consisting of 44,400,000 shares for sale pursuant to a primary offering and 11,000,000
shares for sale pursuant to our distribution reinvestment plan. On November 25, 2008, we filed a registration statement on Form S-11
with the U.S. Securities and Exchange Commission (the “SEC”) to register a follow-on public offering. Pursuant to the registration
statement, as amended, we registered up to 56,250,000 shares of common stock in a primary offering for $8.00 per share, with
discounts available to certain categories of purchasers. We also registered approximately 21,250,000 shares pursuant to our dividend
reinvestment plan at a purchase price equal to $7.60 per share. We stopped making offers under our initial public offering on June 1,
2009 upon raising gross offering proceeds of $172.7 million from the sale of approximately 21.7 million shares, including shares sold
under the distribution reinvestment plan. On June 10, 2009, the SEC declared our follow-on offering effective and we commenced our
follow-on offering. The initial public offering and follow-on offering are collectively referred to as the “offerings”. We retained
Pacific Cornerstone Capital, Inc. (“PCC”), an affiliate of our Advisor, to serve as the dealer manager for the offerings. PCC is
responsible for marketing our shares being offered pursuant to the offerings.
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On November 23, 2010, we informed our investors of several decisions made by the board of directors for the health of our REIT.
The Offering. Effective November 23, 2010, we stopped making and accepting offers to purchase shares of our stock while our
board of directors evaluates strategic alternatives to maximize value.
Suspension of Distribution Reinvestment Plan. Our offerings included a distribution reinvestment plan under which our
stockholders could elect to have all or a portion of their distributions reinvested in additional shares of our common stock. Consistent
with the above decision with respect to the offerings, we suspended our distribution reinvestment plan effective on December 14,
2010. All distributions paid after December 14, 2010 have been and will be made in cash.
Distributions. Effective December 1, 2010, our board of directors resolved to reduce distributions on our common stock to a current
annualized rate of $0.08 per share (1% based on a share price of $8.00), from the prior annualized rate of $0.48 per share (6% based
on a share price of $8.00), in order to preserve capital that may be needed for capital improvements, debt repayment or other
corporate purposes. Distributions at this rate were declared for the first and second quarters of 2011. In June 2011, the board decided,
based on the financial position of the Company, to suspend the declaration of further distributions and to defer the payment of the
second quarter 2011 distribution, which was paid in December 2011. No distributions have been declared for periods after June 30,
2011. The rate and frequency of distributions is subject to the discretion of our board of directors and may change from time to time
based on our operating results and cash flow.
Stock Repurchase Program. After careful consideration of the proceeds that will be available from our distribution reinvestment
plan in 2010, and an assessment of our expected capital expenditures, tenant improvement costs and other costs and obligations
related to our investments, our board of directors concluded that we will not have sufficient funds available to us to prudently fund
any redemptions during 2011. Accordingly, our board of directors approved an amendment to our stock repurchase program to
suspend redemptions under the program, effective December 31, 2010. We can make no assurances as to when and on what terms
redemptions will resume. The share redemption program may be amended, resumed, suspended again, or terminated at any time
based in part on our cash and debt position.
As of December 31, 2011, approximately 20.9 million shares of our common stock had been sold in our initial and follow-on public
offering for aggregate gross proceeds of $167.1 million. This excludes shares issued under our distribution reinvestment plan.
Investment Objectives
Our investment objectives have been to:
•

preserve stockholder capital by owning and operating real estate on an all-cash basis with no permanent financing;

•

purchase investment grade properties with the potential for capital appreciation to our stockholders;

•

purchase income-producing properties which will allow us to pay cash distributions to our stockholders at least quarterly, if not
more frequently; and

•

provide liquidity to our stockholders within the shortest reasonable time necessary to accomplish the above objectives.

Our board of directors is considering diversifying our investment objectives to include healthcare-related and other asset types as well
as industrial properties. In connection with such acquisitions, the board of directors may consider acquiring assets with long-term
financing in order to leverage the capital available to us and increase our assets under management to enable better diversification.
On or before September 21, 2012, our board of directors will consider taking action to provide enhanced liquidity for our
stockholders. The directors will consider various plans to enhance liquidity, including, but not limited to:
•

modifying our stock repurchase program to increase the number of shares that we can redeem under the program during any
given period, and to expand the sources of funding that we can use to redeem shares under the program;
2

•

seeking stockholder approval to begin an orderly liquidation of our assets and distribute the available proceeds of such sales to
our stockholders;

•

listing our stock for trading on a national securities exchange; or

•

seeking stockholder approval of another liquidity event such as a sale of our assets or a merger with another entity.

The implementation of one or more of these plans will be at the discretion of our board of directors based upon its consideration of
the best interests of our stockholders. Prior to September 21, 2012, we believe that we will most likely seek stockholder approval of
an amendment to extend the timing for implementing a liquidity plan. If the stockholders do not approve this amendment, we may
modify our stock repurchase program to increase the number of shares that we can redeem under the program as described above.
However, even if we do modify our stock repurchase program, there is no guarantee that it will provide liquidity for our stockholders.
Our offering proceeds may not be sufficient to fund the increased repurchases under the stock repurchase program, and we may be
unable to sell our properties for a gain or at all.
Investment Strategy
Large institutional investors have proven how to build a successful real estate portfolio. They generally start with a foundation of
“core” holdings. “Core” holdings are existing high-quality properties owned “all-cash” free and clear of debt. We believe that “core”
holdings are necessary to help investors build the base of their investment portfolio. That is why our primary investment focus has
been to acquire investment real estate “all-cash” with no permanent financing.
All-cash real estate investments add a layer of safety to conservative real estate investment which we believe would be difficult to
match by any other strategy. By owning and operating properties on an “all-cash” basis, risk of foreclosure of mortgage debt is
substantially eliminated. Following acquisition of “core” real estate investments, many large institutional investors then make “core
plus,” “valued added” and “opportunistic” real estate investments each of which has increasing levels of debt, risk and yield.
Acquisition Policies
Primary Investment Focus
We have historically focused on acquiring investment-grade real estate including multi-tenant industrial properties that are:
•

owned and operated on an all-cash basis with no permanent financing;

•

high-quality, existing, and currently producing income;

•

leased to a diversified tenant base; and

•

leased with overall shorter-term operating type leases, allowing for annual rental increases and greater potential for capital
growth.

We seek potential property acquisitions meeting the above criteria that are located in major metropolitan markets throughout the
United States. In addition, at the direction of our board of directors we may be seeking to acquire healthcare-related assets that are:
•

operated by high-quality and experienced operators;

•

high-quality, existing, and currently producing income; and

•

owned with limited, long-term leverage.

Among the most important criteria we expect to use in evaluating the markets in which we purchase properties are:
•

high population;

•

historically high levels of tenant demand and lower historic investment volatility for the type of property being acquired;

•

high historical and projected employment growth;
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•

stable household income and general economic stability;

•

a scarcity of land for new competitive properties; and

•

sound real estate fundamentals, such as high occupancy rates and strong rental rate potential.

The markets in which we invest may not meet all of these criteria and the relative importance that we assign to any one or more of
these criteria may differ from market to market or change as general economic and real estate market conditions evolve. We may also
consider additional important criteria in the future.
Multi-tenant industrial properties generally offer a combination of both warehouse and office space adaptable to a broad range of
tenants and uses and typically cater to local and regional businesses. Multi-tenant industrial properties comprise one of the major
segments of the commercial real estate market and tenants in these properties come from a broad spectrum of industries including
light manufacturing, assembly, distribution, import/export, general contractors, telecommunications, general office/warehouse,
wholesale, service, high-tech and other fields. These properties diversify revenue by generating rental income from multiple
businesses in a variety of industries instead of relying on one or two large tenants.
Healthcare-related properties include a wide variety of properties, including senior housing facilities, medical office buildings, and
skilled nursing facilities. Senior housing facilities include independent living facilities, assisted living facilities and continuing care
retirement communities. Each of these caters to different segments of the elderly population. Services provided by operators or
tenants in these facilities are primarily paid for by the residents directly or through private insurance and are less reliant on
government reimbursement programs such as Medicaid and Medicare. Medical office buildings (“MOBs”) typically contain
physicians’ offices and examination rooms, and may also include pharmacies, hospital ancillary service space, and outpatient services
such as diagnostic centers, rehabilitation clinics and day-surgery operating rooms. While these facilities are similar to commercial
office buildings, they require more systems to accommodate special requirements. MOBs are typically multi-tenant properties leased
to multiple healthcare providers (hospitals and physician practices) although there is a trend towards net leases to doctors and
hospitals. Skilled nursing facilities (“SNFs”) offer nursing care for people not requiring the more extensive and sophisticated
treatment available at hospitals. Sub-acute care services are provided to residents beyond room and board. Certain skilled nursing
facilities provide some services on an outpatient basis. Skilled nursing services provided in these facilities are primarily paid for either
by private sources or through the Medicare and Medicaid programs. SNFs are typically leased to single-tenant operators under net
lease structures.
Other Potential Investments
While we have historically invested principally in multi-tenant industrial properties, we have the ability to invest in any type of real
estate investment that we believe to be in the best interests of our stockholders, including other real estate funds or REITs, mortgage
funds, mortgage loans and sale leasebacks. Furthermore, there are no restrictions on the number or size of properties we may purchase
or on the amount or proportion of net proceeds of our initial public offering that we may invest in a single property. Although we can
invest in any type of real estate investment, our charter restricts certain types of investments. We do not intend to underwrite
securities of other issuers or to engage in the purchase and sale of any types of investments other than real estate investments.
Investment Policies and Decisions
Our Advisor makes recommendations to our board of directors, which approves or rejects all proposed property acquisitions. Our
independent directors will review our investment policies at least annually to determine whether these policies continue to be in the
best interests of our stockholders.
We purchase properties based on the decision of our board of directors after an examination and evaluation by our Advisor of many
factors, including but not limited to the functionality of the property, the historical financial performance of the property, current
market conditions for leasing space at the property, proposed purchase price, terms and conditions, potential cash flows and potential
profitability of the property. The number of properties that we will purchase will depend on the amount of funds we raise in our
offerings and upon the price we pay for the properties we purchase. To identify properties that best fit our investment criteria, our
Advisor will study regional demographics and market conditions and work through local commercial real estate brokers.
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Leases and Tenant Improvements
The properties we have historically acquired generally have operating-type leases. Operating-type leases generally have either gross
or modified gross payment terms. Under gross leases, the landlord pays all operating expenses of the property. Under modified gross
leases, the tenant reimburses the landlord for certain operating expenses. A “net” lease provides that the tenant pays or reimburses the
owner for all or substantially all property operating expenses. As landlord, we will generally have responsibility for certain capital
repairs or replacement of specific structural components of a property such as the roof, heating and air conditioning systems, the
interior floor or slab of the building as well as parking areas.
When a tenant at one of our properties vacates its space, it is likely that we will be required to expend funds for tenant improvements
and refurbishments to the vacated space in order to attract new tenants. If we do not have adequate cash on hand to fund tenant
improvements and refurbishments, we may use interim debt financing in order to fulfill our obligations under lease agreements with
new tenants.
Healthcare-related properties include a wide variety of lease structures. For example, senior housing facilities are typically leased to
an operator on a net lease basis. Medical office buildings are typically leased to multiple tenants although there is a trend towards net
leases to doctor groups. Skilled nursing facilities are typically leased to a single operator under a net lease structure.
Joint Ventures and Other Arrangements
We may acquire some of our properties in joint ventures, some of which may be entered into with affiliates of our Advisor. We may
also enter into general partnerships, co-tenancies and other participations with real estate developers, owners and others for the
purpose of owning and leasing real properties. Among other reasons, we may want to acquire properties through a joint venture with
third parties or affiliates in order to diversify our portfolio of properties in terms of geographic region, property type and tenant
industry group. Joint ventures may also allow us to acquire an interest in a property without requiring that we fund the entire purchase
price. In addition, certain properties may be available to us only through joint ventures. In determining whether to recommend a
particular joint venture, the Advisor will evaluate the real property for which such joint venture owns or is being formed to own under
the same criteria described elsewhere in this annual report. These entities may employ debt financing. (See “Borrowing Policies”
below.)
Borrowing Policies
We have historically been an all-cash REIT owning and operating our properties with no permanent indebtedness. Being an all-cash
REIT mitigates the risks associated with mortgage debt, including the risk of default on the mortgage payments and a resulting
foreclosure of a particular property. With the objective of increasing income, the board of directors may consider future acquisitions
featuring long-term debt financing to increase the amount of capital available to us and to achieve greater property diversification
than is currently possible with an all-cash strategy.
We may incur indebtedness for working capital requirements, tenant improvements, capital improvements, and leasing commissions
and to make distributions, including but not limited to those necessary in order to maintain our qualification as a REIT for federal
income tax purposes. We will endeavor to borrow funds on an unsecured basis but we may secure indebtedness with some or all of
our properties if a majority of our independent directors determine that it is in the best interests of us and our stockholders.
We may also acquire properties encumbered with existing financing which cannot be immediately repaid.
We may invest in joint venture entities that borrow funds or issue senior equity securities to acquire properties, in which case our
equity interest in the joint venture would be junior to the rights of the lender or preferred stockholders. In some cases, our Advisor
may control the joint venture.
Our charter limits our borrowings to the equivalent of 75% of our cost, before deducting depreciation or other non-cash reserves, of
all our assets unless any excess borrowing is approved by a majority of our independent directors and is disclosed to our stockholders
in our next quarterly report with an explanation from our independent directors of the justification for the excess borrowing.
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Competition
We have competed with a considerable number of other real estate companies seeking to acquire and lease industrial space, most of
which may have greater marketing and financial resources than we do. In the event we seek to acquire healthcare properties, we will
face competition from much larger REITs and other investors seeking to invest in healthcare properties, with the degree of
competition varying depending upon the sub-sector(s) of assets we ultimately decide to invest in. Principal factors of competition in
our business are the quality of properties (including the design and condition of improvements), leasing terms (including rent and
other charges and allowances for tenant improvements), attractiveness and convenience of location, the nature of the operators, the
quality and breadth of tenant services provided and reputation as an owner and operator of quality properties in the relevant market.
Our ability to compete also depends on, among other factors, trends in the national and local economies, financial condition and
operating results of current and prospective tenants, availability and cost of capital, construction and renovation costs, taxes,
governmental regulations, legislation and population trends.
We may hold interests in properties located in the same geographic locations as other entities managed by our Advisor or our
Advisor’s affiliates. Our properties may face competition in these geographic regions from such other properties owned, operated or
managed by other entities managed by our Advisor or our Advisor’s affiliates. Our Advisor or its affiliates have interests that may
vary from those we may have in such geographic markets.
Government Regulations
Our company and the properties we own are subject to federal, state and local laws and regulations relating to environmental
protection and human health and safety. Federal laws such as the National Environmental Policy Act, the Comprehensive
Environmental Response, Compensation, and Liability Act, the Resource Conservation and Recovery Act, the Federal Water
Pollution Control Act, the Federal Clean Air Act, the Toxic Substances Control Act, the Emergency Planning and Community Right
to Know Act and the Hazard Communication Act govern such matters as wastewater discharges, air emissions, the operation and
removal of underground and above-ground storage tanks, the use, storage, treatment, transportation and disposal of solid and
hazardous materials and the remediation of contamination associated with disposals. Some of these laws and regulations impose joint
and several liability on tenants, owners or operators for the costs to investigate or remediate contaminated properties, regardless of
fault or whether the acts causing the contamination were legal. Compliance with these laws and any new or more stringent laws or
regulations may require us to incur material expenditures. Future laws, ordinances or regulations may impose material environmental
liability. In addition, there are various federal, state and local fire, health, life-safety and similar regulations with which we may be
required to comply, and which may subject us to liability in the form of fines or damages for noncompliance.
Our properties may be affected by our tenants’ operations, the existing condition of land when we buy it, operations in the vicinity of
our properties, such as the presence of underground and above-ground storage tanks, or activities of unrelated third parties. The
presence of hazardous substances, or the failure to properly remediate these substances, may make it difficult or impossible to sell or
rent such property.
Under various federal, state and local environmental laws, ordinances and regulations, a current or previous real property owner or
operator may be liable for the cost to remove or remediate hazardous or toxic substances on, under or in such property. These costs
could be substantial. Such laws often impose liability whether or not the owner or operator knew of, or was responsible for, the
presence of such hazardous or toxic substances. Environmental laws also may impose restrictions on the manner in which property
may be used or businesses may be operated, and these restrictions may require substantial expenditures or prevent us from entering
into leases with prospective tenants that may be impacted by such laws. Environmental laws provide for sanctions for noncompliance
and may be enforced by governmental agencies or, in certain circumstances, by private parties. Certain environmental laws and
common law principles could be used to impose liability for release of and exposure to hazardous substances, including asbestoscontaining materials into the air. Third parties may seek recovery from real property owners or operators for personal injury or
property damage associated with exposure to released hazardous substances. The cost of defending against claims of liability, of
complying with environmental regulatory requirements, of remediating any contaminated property, or of paying personal injury
claims could be substantial.
We obtain satisfactory Phase I environmental assessments on each property we purchase. A Phase I assessment is an inspection and
review of the property, its existing and prior uses, aerial maps and records of government agencies for the purpose of determining the
likelihood of environmental contamination. A Phase I assessment includes only non-invasive testing. It is possible that all
environmental liabilities were not identified in the Phase I assessments we obtained or that a prior owner, operator or current occupant
has created an environmental condition which we do not know about. There can be no assurance that future law, ordinances or
regulations will not impose material environmental liability on us or that the current environmental condition of our properties will
not be affected by our tenants, or by the condition of land or operations in the vicinity of our properties such as the presence of
underground and above-ground storage tanks or groundwater contamination.
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If and when we acquire healthcare properties pursuant to the direction of our board of directors, our properties will be subject to a
wide range of healthcare-related rules and regulations depending upon the sub-sector(s) we ultimately invest in. We will mitigate the
risks by ensuring that the highly-regulated property types are operated by experienced and high-quality operators experienced in
healthcare regulatory compliance.
Acquisition Activity
At December 31, 2011, we owned nine properties. These properties were acquired from June 2006 through August 2010. All of these
properties are consolidated into our accompanying consolidated financial statements and included in the properties summary as
provided under “Item 2 Properties” referenced below.
We have acquired our properties to date with a combination of the proceeds from our ongoing public offerings and debt incurred upon
the acquisition of certain properties.
Employees
We have no employees and our executive officers are all employees of our Advisor’s affiliates. Substantially all of our work is
performed by employees of our Advisor’s affiliates. We are dependent on our Advisor and PCC for certain services that are essential
to us, including the sale of shares in our ongoing public follow-on offering; the identification, evaluation, negotiation, purchase and
disposition of properties; the management of the daily operations of our real estate portfolio; and other general and administrative
responsibilities. In the event that these companies are unable to provide the respective services, we will be required to obtain such
services from other sources.
Available Information
Information about us is available on our website (http://www.crefunds.com). We make available, free of charge, on our Internet
website, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those
reports filed pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after we electronically file such
material with the SEC. These materials are also available at no cost in print to any person who requests it by contacting our Investor
Services Department at 1920 Main Street, Suite 400, Irvine, California 92614; telephone (877) 805-3333. Our filings with the SEC
are available to the public over the Internet at the SEC’s website at http://www.sec.gov. You may read and copy any filed document
at the SEC’s public reference room in Washington, D.C. at 100 F Street, N.E., Room 1580, Washington, D.C. Please call the SEC at
(800) SEC-0330 for further information about the public reference rooms.
7

ITEM 1A. RISK FACTORS
The risks and uncertainties described below can adversely affect our business, operating results, prospects and financial condition.
These risks and uncertainties could cause our actual results to differ materially from those presented in our forward-looking
statements.
General
Continued disruptions in the financial markets and uncertain economic conditions could adversely affect the values of the
investments we make.
Despite improved access to capital for some companies, the capital and credit markets continue to be affected by the extreme
volatility and disruption during the past several years. The health of the global capital markets remains a concern. The banking
industry has been experiencing improved earnings, but the relatively low growth economic environment has caused the markets to
question whether financial institutions are truly appropriately capitalized. The downgrade of the U.S. government debt has increased
these concerns, especially for the larger, money center banks. Smaller financial institutions have continued to work with borrowers to
amend and extend existing loans; however, as these loans reach maturity, there is the potential for future credit losses. The FDIC’s list
of troubled financial institutions is still quite large and the threat of more bank closings will weigh heavily on the financial markets.
Liquidity in the global credit market has been significantly contracted by market disruptions, making it costly to finance acquisitions,
obtain new lines of credit or refinance existing debt, when debt financing is available at all.
Further disruptions in the financial markets and uncertain economic conditions could adversely affect the values of our
investments. Turmoil in the capital markets has constrained equity and debt capital available for investment in real estate, resulting in
fewer buyers seeking to acquire properties and possible increases in capitalization rates and lower property values. Furthermore,
declining economic conditions could negatively impact real estate fundamentals and result in lower occupancy, lower rental rates and
declining values in real estate that we may acquire. These could have the following negative effects on us:
•

the values of our investments in commercial properties could further decrease below the amounts we paid for the investments;

•

revenues from our properties could decrease due to lower occupancy rates, reduced rental rates and potential increases in
uncollectible receivables;

•

our capital expenditures may increase due to re-leasing costs and commissions; and

•

we may not be able to refinance our existing indebtedness or to obtain additional debt financing on attractive terms.

These factors could further impair our ability to make distributions to stockholders and decrease the value of investments in us.
Our limited operating history makes it difficult for you to evaluate us. In addition we have incurred losses in the past and may
continue to incur losses.
We have a limited operating history. We cannot assure our stockholders that we will be able to operate our business successfully or
implement our operating policies and strategies described in our prospectus. Our stockholders should not assume that our
performance will be similar to the past performance of other real estate investment programs sponsored by affiliates of our sponsors.
As a consequence, our past performance and the past performance of other real estate investment programs sponsored by affiliates of
our Advisor may not be indicative of the performance we will achieve. We have acquired thirteen properties as of the date of this
report, four properties of which were sold during 2011, and generated limited income, cash flow, funds from operations or funds from
which to make distributions to our shareholders. In addition, we have incurred substantial losses since our inception and we may
continue to incur losses.
Because there is no public trading market for our stock, it will be difficult for stockholders to sell their stock. Further, we do not
expect to have funds available for redemptions during 2012 and are uncertain when and on what terms we will be able to resume
ordinary redemptions. If stockholders are able to sell their stock, they will likely sell it at a substantial discount.
There is no current public market for our stock and there is no assurance that a public market will ever develop for our stock. Our
charter contains restrictions on the ownership and transfer of our stock, and these restrictions may inhibit our stockholders’ ability to
sell their stock. Our charter prevents any one person from owning more than 9.8% in number of shares or value, whichever is more
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restrictive, of the outstanding shares of any class or series of our stock unless exempted by our board of directors. Our charter also
limits our stockholders’ ability to transfer their stock to prospective stockholders unless (i) they meet suitability standards regarding
income or net worth, and (ii) the transfer complies with minimum purchase requirements. We have adopted a stock repurchase
program. However, our board of directors has recently suspended redemptions under the program, effective December 31, 2010. If
and when redemptions resume under our stock repurchase program, it is limited in terms of the number of shares of stock which may
be redeemed annually and may also be limited, suspended or terminated at any time. We have no obligations to purchase our
stockholders’ stock if redemption would violate restrictions on cash distributions under Maryland law.
We believe the value of our stock owned by our shareholders has declined substantially from the issue price. It may be difficult for
our stockholders to sell their stock promptly or at all. If our stockholders are able to sell shares of stock, they may only be able to sell
them at a substantial discount from the price they paid. This may be the result, in part, of the fact that the amount of funds available
for investment is expected to be reduced by sales commissions, dealer manager fees, organization and offering expenses, and
acquisition fees and expenses. If our offering expenses are higher than we anticipate, we will have a smaller amount available for
investment. Our investments may decrease in value and we believe that the bulk of them have already done so. As of December 31,
2011, our estimated per-share value of our common stock was $2.09 per share. Unless our aggregate investments increase in value to
compensate for these upfront fees and expenses and prior declines in value, it is unlikely that our stockholders will be able to sell their
stock, whether pursuant to our stock repurchase program or otherwise, without incurring a substantial loss. We cannot assure our
stockholders that their stock will ever appreciate in value to equal the price they paid for their stock. It is also likely that their stock
would not be accepted as the primary collateral for a loan. Stockholders should consider their stock as an illiquid investment, and they
must be prepared to hold their stock for an indefinite period of time.
Stockholders cannot currently, and may not in the future be able to sell their stock under our stock repurchase program.
Our board of directors has amended our stock repurchase program to suspend redemptions under the program, effective December 31,
2010. Our board of directors may amend our stock repurchase program to resume or suspend repurchases or amend other terms
without stockholder approval. Our board is also free to terminate the program at any time upon 30 days written notice to our
stockholders. In addition, the stock repurchase program includes numerous restrictions that would limit our stockholders’ ability to
sell stock.
We have limited liquidity and we may be required to pursue certain measures in order to maintain or enhance our liquidity.
Liquidity is essential to our business and our ability to operate and to fund our existing obligations. A primary source of liquidity for
us has been the issuance of common stock in our public offerings. However, our follow-on public offering has been suspended since
November 23, 2010 while our board of directors evaluates strategic alternatives to maximize value for our stockholders. As a result,
we are dependent on external debt financing to fund our ongoing operations. Our access to debt financing depends on the willingness
of third parties to provide us with corporate- or asset-level debt. It also depends on conditions in the capital markets generally.
Companies in the real estate industry have at times historically experienced limited availability of capital, and new capital sources
may not be available on acceptable terms, if at all. We cannot be certain that sufficient funding will be available to us in the future on
terms that are acceptable to us, if at all. If we cannot obtain sufficient funding on acceptable terms, or at all, we will not be able to
operate and/or grow our business, which would likely have a negative impact on the value of our common stock and our ability to
make distributions to our stockholders. In such an instance, a lack of sufficient liquidity would have a material adverse impact on our
operations, cash flow, financial condition and our ability to continue as a going concern. We may be required to pursue certain
measures in order to maintain or enhance our liquidity, including seeking the extension or replacement of our debt facilities,
potentially selling assets at unfavorable prices and/or reducing our operating expenses. We cannot assure you that we will be
successful in measures to improve our liquidity.
Any adverse changes in the financial health of our Advisor or its affiliates or our relationship with them could hinder our
operating performance and the return on your investment. The dealer manager of our currently suspended public offering has
recently experienced significant personnel reductions. As a result, we do not expect that we will be able to recommence our public
offering unless and until we are able to engage a new dealer manager. We may have difficulty finding a qualified dealer manager
and/or advisor, and any successor dealer manager or advisor may not be as well suited to manage us or our offering. These
potential changes could result in a significant disruption of our business and may adversely affect the value of your investment in
us.
We are dependent on our Advisor to manage our operations and our portfolio of real estate assets. Our Advisor depends upon the fees
and other compensation that it receives from us in connection with the purchase, management and sale of our properties to conduct its
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operations. To date, the fees we pay to our Advisor have been inadequate to cover its operating expenses. To cover its operational
shortfalls, our Advisor has relied on cash raised in private offerings of its sole member. If our Advisor is unable to secure additional
capital, it may become unable to meet its obligations and we might be required to find alternative service providers, which could
result in a significant disruption of our business and may adversely affect the value of your investment in us. We may have difficulty
finding a new qualified dealer manager, and any change in the dealer manager will require our public offering to remain suspended
until regulatory approvals are obtained. Such a suspension could last months, and we cannot assure you that the necessary regulatory
approvals would be obtained. In addition, any new dealer manager we engage may fail to raise significant capital. If we fail to raise
significant capital, our portfolio will be less diversified and the value of your investment in us will vary more greatly with changes in
the value of any one asset. Moreover, our general and administrative expenses will be greater in proportion to our assets, which will
adversely affect your returns.
The inability of our Advisor to retain or obtain key personnel, property managers and leasing agents could delay or hinder
implementation of our investment strategies, which could impair our ability to make distributions.
Our success depends to a significant degree upon the contributions of Terry G. Roussel, the President and Chief Executive Officer of
our Advisor. Neither we nor our Advisor have an employment agreement with Mr. Roussel or with any of our other executive
officers. If Mr. Roussel was to cease his affiliation with our Advisor, our Advisor may be unable to find a suitable replacement, and
our operating results could suffer. We believe that our future success depends, in large part, upon our Advisor’s, property managers’
and leasing agents’ ability to hire and retain highly-skilled managerial, operational and marketing personnel. Competition for highlyskilled personnel is intense, and our Advisor and any property managers we retain may be unsuccessful in attracting and retaining
such skilled personnel. If we lose or are unable to obtain the services of highly-skilled personnel, property managers or leasing agents,
our ability to implement our investment strategies could be delayed or hindered and the value of our stockholders’ investments in us
may decline.
If we are unable to find or experience delays in finding suitable investments, we may need to reduce or suspend distributions to
our stockholders.
Our ability to achieve our investment objectives and to make distributions depends upon the performance of our Advisor in the
acquisition and operation of our investments, and upon the performance of property managers and leasing agents in the management
of our properties and the identification of prospective tenants. We may be delayed in making investments in properties due to delays
in the sale of our stock, delays in negotiating or obtaining the necessary purchase documentation for properties, delays in locating
suitable investments or other factors. We cannot be sure that our Advisor will be successful in obtaining suitable investments on
financially attractive terms or that our investment objectives will be achieved. We may also make other real estate investments such
as investments in publicly traded REITs, mortgage funds and other entities which make real estate investments. Until we make real
estate investments, we will hold the proceeds from our public offerings in an interest-bearing account or invest the proceeds in shortterm, investment-grade securities. We expect the rates of return on these short-term investments to be substantially less than the
returns we make on real estate investments. If we are unable to invest the proceeds from our offerings in properties or other real estate
investments for an extended period of time, distributions to our stockholders may continue to be suspended and may be lower and the
value of their investment could be reduced.
Sales of common stock pursuant to our follow-on public offering are currently suspended and we can provide no assurance of
when or if sales under our follow-on offering will resume. If we do not raise substantial funds in our public offerings or through
alternative capital raising efforts, we will be limited in the number and type of investments we may make, and the value of our
stockholders’ investment in us will fluctuate with the performance of the specific properties we acquire.
Sales of common stock pursuant to our follow-on public offering are currently suspended and may not resume. Prior to the current
suspension, sales of our common stock were made on a “best efforts” basis and no individual, firm or corporation had agreed to
purchase any of our stock. It is likely that the amount of proceeds we raise in the follow-on offering will be substantially less than the
amount we would need to achieve a broadly diversified property portfolio. If we raise substantially less than the maximum offering
amount, and we are unable to raise significant new capital through alternative means, we will make fewer investments resulting in
less diversification in terms of the number of investments owned and the geographic regions in which our investments are located. In
that case, the likelihood that any single property’s performance would materially reduce our overall profitability will increase. We are
not limited in the number or size of our investments or the percentage of net proceeds we may dedicate to a single investment. In
addition, any inability to raise substantial funds would increase our fixed operating expenses as a percentage of gross income, and our
net income and the likelihood that distributions to stockholders would be declared would be reduced.
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We may not generate sufficient cash for distributions. The cash distributions our stockholders receive may be less frequent or
lower in amount than expected.
If the rental revenues from the properties we own do not exceed our operational expenses, we may reduce or cease cash distributions
until such time as we sell a property. On November 23, 2010, our board of directors resolved to lower our distributions to an
annualized rate of $0.08 per share (1% based on a share price of $8.00). No distributions have been declared for periods after June 30,
2011. All expenses we incur in our operations, including payment of interest to temporarily finance property acquisitions, are
deducted from cash funds generated by operations prior to computing the amount of cash available to be paid as distributions to our
stockholders. Our directors will determine the amount and timing of distributions. Our directors will consider all relevant factors,
including the amount of cash available for distribution, capital expenditure and reserve requirements and general operational
requirements. We cannot determine with certainty how long it may take to generate sufficient available cash flow to support
distributions to our stockholders. We may borrow funds, return capital or sell assets to make distributions. In the past, we have paid
distributions from the proceeds of our offerings.
If we are unable to resume sales of shares under our follow-on offering or the reinvestment of distributions under the distribution
reinvestment plan, we will have less funds available to make distributions to our stockholders, which will continue until we generate
operating cash flow sufficient to support distributions to stockholders. As a result, we may need to reduce or cease cash distributions
to stockholders. With limited prior operations, we cannot predict the amount of distributions our stockholders may receive. We may
be unable to maintain cash distributions or increase distributions over time and may need to cease cash distributions.
We have paid, and may in the future, pay distributions from sources other than cash provided from operations.
Until our investments in real estate generate operating cash flow sufficient to make distributions to stockholders, we may pay a
substantial portion of our distributions from the proceeds of our offerings or from borrowings in anticipation of future cash flow. To
the extent that we use offering proceeds to fund distributions to stockholders, the amount of cash available for investment in
properties will be reduced. The distributions paid for the four quarters ended December 31, 2011 were approximately $1.1 million. Of
this amount approximately $0 was reinvested through our dividend reinvestment plan and approximately $1.1 million was paid in
cash to stockholders. For the four quarters ended December 31, 2011 net cash used in operating activities and funds from operations
(“FFO”) applicable to common shares were approximately $1.7 million and ($1.2) million, respectively. Accordingly, for the four
quarters ended December 31, 2011, total distributions exceeded cash flow from operations and FFO for the same period. We used
offering proceeds to pay cash distributions in excess of cash flow from operations during the four quarters ended December 31, 2011.
Because our distribution reinvestment plan is currently suspended, we may have to use a greater proportion of our cash flow from
operations to meet our general cash requirements, which would reduce cash available for distributions.
Historically, we have used a portion of the proceeds from our distribution reinvestment plan to offset the cash required to fund
distributions to our stockholders, which has left more cash flow from operations available for general corporate purposes, including
capital expenditures on our real estate investments, tenant improvement costs and leasing costs related to our real estate investments;
reserves required by financings of our real estate investments; and the repayment of debt. Because our distribution reinvestment plan
was suspended on December 14, 2010 and currently remains suspended, we may have to use a greater proportion of our cash flow
from operations to meet our general cash requirements, which would reduce cash available for distributions. As a consequence, we
may not have sufficient cash available to declare distributions.
To the extent proceeds from our offerings have been used to pay fees to our Advisor, or to fund distributions, our investors have
realized dilution and future investors, if any, may also realize a lower rate of return than investors who invested earlier in one of
our offerings.
Our Advisor and its affiliates provide services for us in connection with, among other things, the selection and acquisition of our
investments, the management and leasing of our properties, and the disposition of our assets. We pay them substantial upfront fees for
some of these services, which reduce the amount of cash available for investment in real estate or distribution to you. In addition, we
have used offering proceeds to fund distributions, and investors who did not receive those distributions will therefore experience
additional immediate dilution of their investment. Also, to the extent we incurred debt to fund distributions earlier in our public
offerings, the amount of cash available for distributions in future periods will be decreased by the repayment of such debt.
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The use of offering proceeds to pay fees to our Advisor and its affiliates or to fund distributions increases the risk that the amount
available for distribution to stockholders upon a liquidation of our portfolio would be less than the purchase price of the shares in our
offering. As of December 31, 2011, our estimated per-share value of our common stock was $2.09 per share.
A limit on the percentage of our securities a person may own may discourage a takeover or business combination, which could
prevent our stockholders from realizing a premium price for their stock.
In order for us to qualify as a REIT, no more than 50% of our outstanding stock may be beneficially owned, directly or indirectly, by
five or fewer individuals (including certain types of entities) at any time during the last half of each taxable year. To assure that we do
not fail to qualify as a REIT under this test, our charter restricts direct or indirect ownership by one person or entity to no more than
9.8% in number of shares or value, whichever is more restrictive, of the outstanding shares of any class or series of our stock unless
exempted by our board of directors. This restriction may have the effect of delaying, deferring or preventing a change in control of us,
including an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of our assets) that might
provide a premium price to our stockholders.
Our charter permits our board of directors to issue stock with terms that may subordinate the rights of our common stockholders
or discourage a third party from acquiring us in a manner that could result in a premium price to our stockholders.
Our board of directors may increase or decrease the aggregate number of shares of stock or the number of shares of stock of any class
or series that we have authority to issue and classify or reclassify any unissued common stock or preferred stock and establish the
preferences, conversion or other rights, voting powers, restrictions, limitations as to distributions, qualifications and terms or
conditions of redemption of any such stock. Our board of directors could authorize the issuance of preferred stock with terms and
conditions that could have priority as to distributions and amounts payable upon liquidation over the rights of the holders of our
common stock. Such preferred stock could also have the effect of delaying, deferring or preventing a change in control of us,
including an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of our assets) that might
provide a premium price to holders of our common stock.
Our stockholders have limited control over changes in our policies and operations, which increases the uncertainty and risks our
stockholders face.
Our board of directors determines our major policies, including our policies regarding investment, financing, growth, debt
capitalization, REIT qualification and distributions. Our board of directors is currently engaged in a process of evaluating strategic
alternatives to maximize value for our stockholders. As a result of this process, or otherwise, our board of directors may determine
that it is in the best interest of the company to amend or revise certain of our major policies. Our board of directors may amend or
revise these policies without a vote of the stockholders. Under Maryland General Corporation Law and our charter, our stockholders
have a right to vote only on limited matters. Our board’s broad discretion in setting policies and our stockholders’ inability to exert
control over those policies increases the uncertainty and risks our stockholders face.
We may change our targeted investments without stockholder consent.
We may make adjustments to our target portfolio based on real estate market conditions and investment opportunities, and we may
change our targeted investments and investment guidelines at any time without the consent of our stockholders, which could result in
our making investments that are different from, and possibly riskier than, the investments described in our prospectus. A change in
our targeted investments or investment guidelines may increase our exposure to interest rate risk, default risk and real estate market
fluctuations, all of which could adversely affect the value of our common stock and our ability to make distributions to our
stockholders.
A stockholder’s interest in us may be diluted if we issue additional stock.
Our stockholders do not have preemptive rights to any stock we issue in the future. Therefore, in the event that we (1) sell stock in the
future, including stock issued pursuant to our distribution reinvestment plan, (2) sell securities that are convertible into stock, (3) issue
stock in a private offering, (4) issue stock upon the exercise of the options granted to our independent directors, employees of our
Advisor or others, or (5) issue stock to sellers of properties acquired by us in connection with an exchange of limited partnership
interests in our Operating Partnership, investors purchasing stock in our offerings will experience dilution of their percentage
ownership in us. Depending on the terms of such transactions, most notably the price per share, which may be less than the price paid
per share in our offerings, and the value of our properties, investors in our offerings might also experience a dilution in the book value
per share of their stock.
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A stockholder’s interest in us may be diluted if we acquire properties for units in our Operating Partnership.
Holders of units of our Operating Partnership will receive distributions per unit in the same amount as the distributions we pay per
share to our stockholders and will generally have the right to exchange their units of our Operating Partnership for cash or shares of
our stock (at our option). In the event we issue units in our Operating Partnership in exchange for properties, investors purchasing
stock in our offerings will experience potential dilution in their percentage ownership interest in us. Depending on the terms of such
transactions, most notably the price per unit, which may be less than the price paid per share in our offerings, the value of our
properties and the value of the properties we acquire through the issuance of units of limited partnership interests in our Operating
Partnership, investors in our offerings might also experience a dilution in the book value per share of their stock.
The payment of the subordinated performance fee due upon termination, and the purchase of interests in our Operating
Partnership held by our Advisor and its affiliates as required in our Advisory Agreement, may discourage a takeover attempt that
could have resulted in a premium price to our stockholders.
In the event of a merger in which we are not the surviving entity, and pursuant to which our Advisory Agreement is terminated, our
Advisor and its affiliates may require that we pay the subordinated performance fee due upon termination, and that we purchase all or
a portion of the Operating Partnership units they hold at any time thereafter for cash, or our stock, as determined by the seller. The
subordinated performance fee due upon termination ranges from a low of 5% if the sum of the appraised value of our assets minus our
liabilities on the date the Advisory Agreement is terminated plus total distributions (other than stock distributions) paid prior to
termination of the Advisory Agreement exceeds the amount of invested capital plus annualized returns of 6%, to a high of 15% if the
sum of the appraised value of our assets minus our liabilities plus all prior distributions (other than stock distributions) exceeds the
amount of invested capital plus annualized returns of 10% or more. This deterrence may limit the opportunity for stockholders to
receive a premium for their stock that might otherwise exist if an investor attempted to acquire us through a merger.
Although we are not currently afforded the protection of the Maryland General Corporation Law relating to business
combinations, our board of directors could opt into these provisions of Maryland law in the future, which may discourage others
from trying to acquire control of us and may prevent our stockholders from receiving a premium price for their stock in
connection with a business combination.
Under Maryland law, “business combinations” between a Maryland corporation and certain interested stockholders or affiliates of
interested stockholders are prohibited for five years after the most recent date on which the interested stockholder becomes an
interested stockholder. These business combinations include a merger, consolidation, share exchange, or, in circumstances specified
in the statute, an asset transfer or issuance or reclassification of equity securities. Also under Maryland law, control shares of a
Maryland corporation acquired in a control share acquisition have no voting rights except to the extent approved by a vote of twothirds of the votes entitled to be cast on the matter. Shares owned by the acquirer, by officers or by directors who are employees of the
corporation are not entitled to vote on the matter. Should our board opt into these provisions of Maryland law, it may discourage
others from trying to acquire control of us and increase the difficulty of consummating any offer. Similarly, provisions of Title 3,
Subtitle 8 of the Maryland General Corporation Law could provide similar anti-takeover protection.
Our stockholders’ and our rights to recover claims against our independent directors are limited, which could reduce our
stockholders’ and our recovery against our independent directors if they negligently cause us to incur losses.
Our charter provides that no independent director shall be liable to us or our stockholders for monetary damages and that we will
generally indemnify them for losses unless they are grossly negligent or engage in willful misconduct. As a result, our stockholders
and we may have more limited rights against our independent directors than might otherwise exist under common law, which could
reduce our stockholders’ and our recovery from these persons if they act in a negligent manner. In addition, we may be obligated to
fund the defense costs incurred by our independent directors (as well as by our other directors, officers, employees and agents) in
some cases, which would decrease the cash otherwise available for distributions to our stockholders.
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If we are unable to obtain funding for future capital needs, cash distributions to our stockholders could be reduced and the value
of our investments could decline.
If we need additional capital in the future to improve or maintain our properties or for any other reason, we will have to obtain
financing from other sources, such as cash flow from operations, borrowings, property sales or future equity offerings. These sources
of funding may not be available on attractive terms or at all. If we cannot procure additional funding for capital improvements, our
investments may generate lower cash flows or decline in value, or both.
Our Advisor does not have as strong an economic incentive to avoid losses as do sponsors who have made significant equity
investments in the companies they sponsor.
Terry G. Roussel, our chief executive officer and an affiliate of our Advisor, has invested $1,000 in 125 shares of our stock. As of the
date of this report, our Advisor and its affiliates have only invested $200,000 in Cornerstone Operating Partnership, L.P. Without
significant exposure for our Advisor, our investors may be at a greater risk of loss because our Advisor and its affiliates do not have
as much to lose from a decrease in the value of our stock as do those sponsors who make more significant equity investments in the
companies they sponsor.
If we do not successfully implement our long-term liquidity strategy, our stockholders may have to hold their investment for an
indefinite period.
Although we presently intend to complete a transaction providing liquidity to stockholders by September 21, 2012, our charter does
not require our board of directors to pursue such a liquidity event. Market conditions and other factors could cause us to delay the
listing of our shares on a national securities exchange or delay the commencement of our liquidation beyond 2012 from the
termination of our offering stage. If our board of directors does determine to pursue our liquidation policy, we would be under no
obligation to conclude the process within a set time. The timing of the sale of assets will depend on real estate and financial markets,
economic conditions in the areas in which properties are located, and federal income tax effects on stockholders, that may prevail in
the future. We cannot guarantee that we will be able to liquidate all assets. After we adopt a plan of liquidation, we would remain in
existence until all properties and assets are liquidated. If we do not pursue a liquidity event, or delay such an event due to market
conditions, our stockholders’ shares may continue to be illiquid and they may, for an indefinite period of time, be unable to convert
their investment to cash easily and could suffer losses on their investment.
If we internalize our management functions, your interest in us could be diluted, and we could incur other significant costs
associated with being self-managed.
We may decide to internalize our management functions and, should we do so, we may elect to negotiate to acquire our Advisor’s
assets and personnel. At this time, we cannot be sure of the form or amount of consideration or other terms relating to any such
acquisition. Such consideration could take many forms, including cash payments, promissory notes and shares of our stock. The
payment of such consideration could result in dilution of your interests as a stockholder and could reduce the net income per share
and funds from operations per share attributable to your investment. In addition, we may incur costs defending against stockholder
lawsuits initiated against us in response to our decision to internalize our management functions. Such lawsuits could result in awards
of damages, payment of attorneys’ fees and substantial litigation costs, which would reduce the amount of cash available for
investments and stockholder distributions.
In addition, while we would no longer bear the costs of the various fees and expenses we expect to pay to our Advisor under the
Advisory Agreement if we internalize, our direct expenses would include general and administrative costs, including legal,
accounting and other expenses related to corporate governance and SEC reporting and compliance. We would also incur the
compensation and benefits costs of our officers and other employees and consultants that we now expect will be paid by our Advisor
or its affiliates. In addition, we may issue equity awards to officers, employees and consultants, which awards would decrease net
income and funds from operations and may further dilute your investment. We cannot reasonably estimate the amount of fees to our
Advisor we would save and the costs we would incur if we became self-managed. If the expenses we assume as a result of an
internalization are higher than the expenses we avoid paying to our Advisor, our net income per share and funds from operations per
share would be lower as a result of the internalization than it otherwise would have been, potentially decreasing the amount of funds
available to distribute to our stockholders and the value of our shares.
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As currently organized, we will not directly employ any employees. If we elect to internalize our operations, we would employ
personnel and would be subject to potential liabilities commonly faced by employers, such as workers’ disability and compensation
claims, potential labor disputes and other employee-related liabilities and grievances. Nothing in our charter prohibits us from
entering into the transaction described above.
If we internalize our management functions, we could have difficulty integrating these functions as a stand-alone entity. As of the
date of this prospectus, certain personnel of our Advisor and its affiliates perform asset management and general and administrative
functions, including accounting and financial reporting, for multiple entities. We could fail to properly identify the appropriate mix of
personnel and capital needs to operate as a stand-alone entity. An inability to manage an internalization transaction effectively could
thus result in our incurring excess costs and/or suffering deficiencies in our disclosure controls and procedures or our internal control
over financial reporting. Such deficiencies could cause us to incur additional costs, and our management’s attention could be diverted
from effectively managing our portfolio of investments.
Risks Related to Conflicts of Interest
Our Advisor and its affiliates, including our officers, one of whom is also a director, will face conflicts of interest caused by
compensation arrangements with us and other Cornerstone-sponsored programs, which could result in actions that are not in the
long-term best interests of our stockholders.
Our Advisor and its affiliates will receive substantial fees from us that are partially tied to the performance of our investments. These
fees could influence our Advisor’s advice to us, as well as the judgment of the affiliates of our Advisor who serve as our officers or
directors. Among other matters, the compensation arrangements could affect their judgment with respect to:
•

the continuation, renewal or enforcement of our agreements with the Advisor and its affiliates, including the Advisory
Agreement;

•

public offerings of equity by us, which would likely entitle the Advisor to increased acquisition and asset management fees;

•

sales of properties and other investments (including, subject to the approval of our board of directors, sales to affiliates), which
entitle the Advisor to disposition fees;

•

acquisitions of properties and other investments, which entitle the Advisor to acquisition and asset management fees, and, in the
case of acquisitions of investments from other Advisor-sponsored programs, might entitle affiliates of the Advisor to disposition
fees and possible subordinated incentive fees in connection with its services for the seller;

•

borrowings to acquire properties and other investments, which borrowings will increase the acquisition and asset management
fees payable to the Advisor;

•

whether we seek stockholder approval to internalize our management, which may entail acquiring assets (such as office space,
furnishings and technology costs) and negotiating compensation for real estate professionals at our Advisor and its affiliates that
may result in such individuals receiving more compensation from us than they currently receive from our Advisor;

•

whether and when we seek to list our common stock on a national securities exchange, which listing could entitle our Advisor to
a success-based listing fee but could also adversely affect its sales efforts for other programs if the price at which our stock
trades is lower than the price at which we offered stock to the public; and

•

whether and when we seek to sell the company or its assets, which sale could entitle our Advisor to success-based fees but could
also adversely affect its sales efforts for other programs if the sales price for the company or its assets resulted in proceeds less
than the amount needed to preserve our stockholders’ capital.

Considerations relating to Advisor compensation from other programs could result in decisions that are not in the best interests of our
stockholders, which could hurt our ability to make distributions to our stockholders or result in a decline in the value of our
stockholders’ investments in us.
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Our Advisor will face conflicts of interest relating to the purchase and leasing of properties, and such conflicts may not be
resolved in our favor, which could limit our investment opportunities and impair our ability to make distributions and could
reduce the value of our stockholders’ investments in us.
We rely on our Advisor to identify suitable investment opportunities. We may be buying properties at the same time as other entities
that are affiliated with or sponsored by our Advisor. Other programs sponsored by our Advisor or its affiliates also rely on our
Advisor for investment opportunities. Many investment opportunities would be suitable for us as well as other programs. Our Advisor
could direct attractive investment opportunities or tenants to other entities. Such events could result in our investing in properties that
provide less attractive returns, thus reducing the level of distributions that we may be able to pay to our stockholders and the value of
their investments in us.
If we acquire properties from affiliates of our Advisor, the price may be higher than we would pay if the transaction was the result
of arm’s-length negotiations.
The prices we pay to affiliates of our Advisor for our properties will be equal to the prices paid by them, plus the costs incurred by
them relating to the acquisition and financing of the properties or if the price to us is in excess of such cost, substantial justification
for such excess will exist and such excess will be reasonable and consistent with current market conditions as determined by a
majority of our independent directors. Substantial justification for a higher price could result from improvements to a property by the
affiliate of our Advisor or increases in market value of the property during the period of time the property is owned by the affiliates of
our Advisor as evidenced by an appraisal of the property. These prices will not be the subject of arm’s-length negotiations, which
could mean that the acquisitions may be on terms less favorable to us than those negotiated in an arm’s-length transaction. Even
though we will use an independent third party appraiser to determine fair market value when acquiring properties from our Advisor
and its affiliates, we may pay more for particular properties than we would have in an arm’s-length transaction, which would reduce
our cash available for investment in other properties or distribution to our stockholders.
We may purchase properties from persons with whom our Advisor or its affiliates have prior business relationships and our
Advisor’s interest in preserving its relationship with these persons could result in us paying a higher price for the properties than
we would otherwise pay.
We may have the opportunity to purchase properties from third parties including affiliates of our independent directors who have
prior business relationships with our Advisor or its affiliates. If we purchase properties from such third parties, our Advisor may
experience a conflict between our interests and its interest in preserving any ongoing business relationship with these sellers.
Our Advisor will face conflicts of interest relating to joint ventures that we may form with affiliates of our Advisor, which conflicts
could result in a disproportionate benefit to the other venture partners at our expense.
We may enter into joint venture agreements with third parties (including entities that are affiliated with our Advisor or our
independent directors) for the acquisition or improvement of properties. Our Advisor may have conflicts of interest in determining
which program should enter into any particular joint venture agreement. The co-venturer may have economic or business interests or
goals that are or may become inconsistent with our business interests or goals. In addition, our Advisor may face a conflict in
structuring the terms of the relationship between our interests and the interest of the affiliated co-venturer and in managing the joint
venture. Since our Advisor and its affiliates will control both the affiliated co-venturer and, to a certain extent, us, agreements and
transactions between the co-venturers with respect to any such joint venture will not have the benefit of arm’s-length negotiation of
the type normally conducted between unrelated co-venturers. Co-venturers may thus benefit to our and our stockholders’ detriment.
Our Advisor and its affiliates receive commissions, fees and other compensation based upon our property acquisitions, the
properties we own and the sale of our properties. Therefore, our Advisor and its affiliates may make recommendations to us that
we buy, hold or sell property in order to increase their compensation. Our Advisor will have considerable discretion with respect to
the terms and timing of our acquisition, disposition and leasing transactions.
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Our Advisor and its affiliates receive commissions, fees and other compensation based upon our investments. Therefore, our Advisor
may recommend that we purchase properties that generate fees for our Advisor, but are not necessarily the most suitable investment
for our portfolio. In some instances, our Advisor and its affiliates may benefit by us retaining ownership of our assets, while our
stockholders may be better served by sale or disposition. In other instances, our Advisor may benefit by us selling the properties
which may entitle our Advisor to disposition fees and possible success-based sales fees. In addition, our Advisor’s ability to receive
asset management fees and reimbursements depends on our continued investment in properties and in other assets that generate fees
to them. Therefore, the interest of our Advisor and its affiliates in receiving fees may conflict with our interests.
If the competing demands for the time of our Advisor, its affiliates and our officers result in them spending insufficient time on
our business, we may miss investment opportunities or have less efficient operations which could reduce our profitability and
result in lower distributions to stockholders.
We do not have any employees. We rely on the employees of our Advisor and its affiliates for the day-to-day operation of our
business. We estimate that over the life of the company, our Advisor and its affiliates will dedicate, on average, less than half of their
time to our operations. The amount of time that our Advisor and its affiliates spend on our business will vary from time to time and is
expected to be more while we are raising money and acquiring properties. Our Advisor and its affiliates, including our officers, have
interests in other programs and engage in other business activities. As a result, they will have conflicts of interest in allocating their
time between us and other programs and activities in which they are involved. Because these persons have competing interests on
their time and resources, they may have conflicts of interest in allocating their time between our business and these other activities.
During times of intense activity in other programs and ventures, they may devote less time and fewer resources to our business than
are necessary or appropriate to manage our business. We expect that as our real estate activities expand, our Advisor will attempt to
hire additional employees who would devote substantially all of their time to our business. There is no assurance that our Advisor will
devote adequate time to our business. If our Advisor suffers or is distracted by adverse financial or operational problems in
connection with its operations unrelated to us, it may allocate less time and resources to our operations. If any of these things occur,
the returns on our investments, our ability to make distributions to stockholders and the value of their investments in us may suffer.
Our executive officer, who is also a director, faces conflicts of interest related to the positions he holds with our Advisor and its
affiliates which could hinder our ability to successfully implement our business strategy and to generate returns to our
stockholders.
Terry Roussel, our executive officer and one of our directors, is also an officer of our Advisor and other affiliated entities. As a result,
he owes fiduciary duties to these various entities and their stockholders and members, which fiduciary duties may from time to time
conflict with the fiduciary duties that he owes to us and our stockholders. His loyalties to these other entities could result in actions or
inactions that are detrimental to our business, which could harm the implementation of our business strategy and our investment,
property management and leasing opportunities. If we do not successfully implement our business strategy, we may be unable to
generate cash needed to make distributions to our stockholders and to maintain or increase the value of our assets.
Our board’s possible loyalties to existing Advisor-sponsored programs (and possibly to future Advisor-sponsored programs) could
result in our board approving transactions that are not in our best interest and that reduce our net income and lower our
distributions to stockholders.
One of our directors is also a director of our Advisor, which is an affiliate of the managing member of another affiliate-sponsored
program. The loyalties of this director to the other affiliate-sponsored program may influence the judgment of our board when
considering issues for us that may affect the other affiliate-sponsored program, such as the following:
•

We could enter into transactions with the other program, such as property sales or acquisitions, joint ventures or financing
arrangements. Decisions of our board regarding the terms of those transactions may be influenced by our board’s loyalties to the
other program.

•

A decision of our board regarding the timing of a debt or equity offering could be influenced by concerns that the offering would
compete with an offering of the other program.

•

A decision of our board regarding the timing of property sales could be influenced by concerns that the sales would compete
with those of the other program.

•

We could also face similar conflicts and some additional conflicts if our Advisor or its affiliates sponsor additional REITs,
assuming some of our directors are also directors of the additional REITs.
17

Our independent directors must evaluate the performance of our Advisor with respect to whether our Advisor is presenting to us our
fair share of investment opportunities. If our Advisor is not presenting a sufficient number of investment opportunities to us because it
is presenting many opportunities to other Advisor-sponsored entities or if our Advisor is giving preferential treatment to other
Advisor-sponsored entities in this regard, our independent directors may need to enforce our rights under the terms of the Advisory
Agreement or seek a new Advisor.
General Risks Related to Investments in Real Estate and Real Estate-Related Investments
Economic and regulatory changes that impact the real estate market may reduce our net income and the value of our properties.
We are subject to risks related to the ownership and operation of real estate, including but not limited to:
•

worsening general or local economic conditions and financial markets could cause lower demand, tenant defaults, and reduced
occupancy and rental rates, some or all of which would cause an overall decrease in revenue from rents;

•

increases in competing properties in an area which could require increased concessions to tenants and reduced rental rates;

•

increases in interest rates or unavailability of permanent mortgage funds which may render the sale of a property difficult or
unattractive; and

•

changes in laws and governmental regulations, including those governing real estate usage, zoning and taxes.

Some or all of the foregoing factors may affect our properties, which would reduce our net income, and our ability to make
distributions to our stockholders.
Lease terminations could reduce our revenues from rents and our distributions to our stockholders and cause the value of our
stockholders’ investment in us to decline.
The success of our investments depends upon the occupancy levels, rental income and operating expenses of our properties and our
company. In the event of a tenant default or bankruptcy, we may experience delays in enforcing our rights as landlord and may incur
costs in protecting our investment and re-leasing our property. In the event of tenant default or bankruptcy, or lease terminations or
expiration, we may be unable to re-lease the property for the rent previously received. We may be unable to sell a property with low
occupancy without incurring a loss. These events and others could cause us to reduce the amount of distributions we make to
stockholders and the value of our stockholders’ investment in us to decline.
Competition with third parties for properties and other investments may result in our paying higher prices for properties which
could reduce our profitability and the return on your investment.
We compete with many other entities engaged in real estate investment activities, including individuals, corporations, banks,
insurance companies, other REITs, real estate limited partnerships, and other entities engaged in real estate investment activities,
many of which have greater resources than we do. Some of these investors may enjoy significant competitive advantages that result
from, among other things, a lower cost of capital and enhanced operating efficiencies. In addition, the number of entities and the
amount of funds competing for suitable investments may increase. Any such increase would result in increased demand for these
assets and increased prices. If competitive pressures cause us to pay higher prices for properties, our ultimate profitability may be
reduced and the value of our properties may not appreciate or may decrease significantly below the amount paid for such properties.
At the time we elect to dispose of one or more of our properties, we will be in competition with sellers of similar properties to locate
suitable purchasers, which may result in us receiving lower proceeds from the disposal or result in us not being able to dispose of the
property due to the lack of an acceptable return. This may cause our stockholders to experience a lower return on their investment.
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We may be unable to complete development and re-development projects on advantageous terms.
As part of our investment plan, we may develop new and re-develop existing properties. Such activities involve significant risks that
could adversely affect our financial condition, results of operations, cash flow and ability to make distributions on our common stock,
which include:
•

we may not be able to obtain, or may experience delays in obtaining, all necessary zoning, land-use, building, occupancy and other
governmental permits and authorizations;

•

we may not be able to obtain financing for development projects on favorable terms and complete construction on schedule or
within budget, resulting in increased debt service expense and construction costs and delays in leasing the properties and
generating cash flow; and

•

the properties may perform below anticipated levels, producing cash flow below budgeted amounts and limiting our ability to sell
such properties to third parties or affiliates.

Newly developed and acquired properties may not produce the cash flow that we expect, which could adversely affect our overall
financial performance.
We intend to acquire and develop real estate properties. In deciding whether to acquire or develop a particular property, we make
assumptions regarding the expected future performance of that property. If our estimated return on investment proves to be inaccurate, it
may fail to perform as we expected. With certain properties we plan to acquire, our business plan contemplates repositioning or
redeveloping that property with the goal of increasing its cash flow, value or both. Our estimate of the costs of repositioning or
redeveloping an acquired property may prove to be inaccurate, which may result in our failure to meet our profitability goals.
Additionally, we may acquire new properties not fully leased, and the cash flow from existing operations may be insufficient to pay the
operating expenses and debt service associated with that property until the property is more fully leased. If one or more of these new
properties do not perform as expected or we are unable to successfully integrate new properties into our existing operations, our
financial performance and our ability to make distributions may be adversely affected.
Reduced occupancy levels could reduce our revenues from rents and our distributions to our stockholders and cause the value of our
stockholders’ investment in us to decline
The success of our investments depends upon the occupancy levels, rental income and operating expenses of our properties and our
company. In the event of tenant default or bankruptcy, we may experience delays in enforcing our rights as landlord and may incur costs
in protecting our investment and re-leasing our property. In the event of tenant default or bankruptcy, or lease termination or expiration,
we may be unable to re-lease the property for the rent previously received. We may be unable to sell a property with low occupancy
without incurring a loss. These events and others could cause us to reduce the amount of distributions we make to stockholders and the
value of our stockholders’ investment in us to decline.
Rising expenses at both the property and the company level could reduce our net income and our cash available for distribution to
stockholders.
Our properties are subject to operating risks common to real estate in general, any or all of which may reduce our net income. If any
property is not substantially occupied or if rents are being paid in an amount that is insufficient to cover operating expenses, we could be
required to expend funds with respect to that property for operating expenses. The properties are subject to increases in tax rates, utility
costs, operating expenses, insurance costs, repairs and maintenance and administrative expenses. If we are unable to lease properties on
a basis requiring the tenants to pay such expenses, we would be required to pay some or all of those costs which would reduce our
income and cash available for distribution to stockholders.
Costs incurred in complying with governmental laws and regulations may reduce our net income and the cash available for
distributions.
Our company and the properties we own are subject to federal, state and local laws and regulations relating to environmental protection
and human health and safety. Federal laws such as the National Environmental Policy Act, the Comprehensive Environmental Response,
Compensation, and Liability Act, the Resource Conservation and Recovery Act, the Federal Water Pollution Control Act, the Federal
Clean Air Act, the Toxic Substances Control Act, the Emergency Planning and Community Right to Know Act and the Hazard
Communication Act govern such matters as wastewater discharges, air emissions, the operation and removal of underground and aboveground storage tanks, the use, storage, treatment, transportation and disposal of solid and hazardous materials and the remediation of
contamination associated with disposals. The properties we own and those we expect to acquire are subject to the Americans with
Disabilities Act of 1990 which generally requires that certain types of buildings and services be made accessible and available to people
with disabilities. These laws may require us to make modifications to our properties. Some of these laws and regulations impose joint
and several liability on tenants, owners or operators for the costs to investigate or remediate contaminated
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properties, regardless of fault or whether the acts causing the contamination were legal. Compliance with these laws and any new or
more stringent laws or regulations may require us to incur material expenditures. Future laws, ordinances or regulations may impose
material environmental liability. In addition, there are various federal, state and local fire, health, life-safety and similar regulations
with which we may be required to comply, and which may subject us to liability in the form of fines or damages for noncompliance.
Our properties may be affected by our tenants’ operations, the existing condition of land when we buy it, operations in the vicinity of
our properties, such as the presence of underground and above-ground storage tanks, or activities of unrelated third parties. The
presence of hazardous substances, or the failure to properly remediate these substances, may make it difficult or impossible to sell or
rent such property. Any material expenditures, fines, or damages we must pay will reduce our ability to make distributions and may
reduce the value of our stockholders’ investment in us.
Discovery of environmentally hazardous conditions may reduce our cash available for distribution to our stockholders.
Under various federal, state and local environmental laws, ordinances and regulations, a current or previous real property owner or
operator may be liable for the cost to remove or remediate hazardous or toxic substances on, under or in such property. These costs
could be substantial. Such laws often impose liability whether or not the owner or operator knew of, or was responsible for, the
presence of such hazardous or toxic substances. Environmental laws also may impose restrictions on the manner in which property
may be used or businesses may be operated, and these restrictions may require substantial expenditures or prevent us from entering
into leases with prospective tenants that may be impacted by such laws. Environmental laws provide for sanctions for noncompliance
and may be enforced by governmental agencies or, in certain circumstances, by private parties. Certain environmental laws and
common law principles could be used to impose liability for release of and exposure to hazardous substances, including asbestoscontaining materials into the air. Third parties may seek recovery from real property owners or operators for personal injury or
property damage associated with exposure to released hazardous substances. The cost of defending against claims of liability, of
complying with environmental regulatory requirements, of remediating any contaminated property, or of paying personal injury
claims could be substantial and reduce our ability to make distributions and the value of our stockholders’ investments in us.
Any uninsured losses or high insurance premiums will reduce our net income and the amount of our cash distributions to
stockholders.
Our Advisor will attempt to obtain adequate insurance to cover significant areas of risk to us as a company and to our properties.
However, there are types of losses at the property level, generally catastrophic in nature, such as losses due to wars, acts of terrorism,
earthquakes, floods, hurricanes, pollution or environmental matters, which are uninsurable or not economically insurable, or may be
insured subject to limitations, such as large deductibles or co-payments. We may not have adequate coverage for such losses. If any of
our properties incurs a casualty loss that is not fully insured, the value of our assets will be reduced by any such uninsured loss. In
addition, other than any working capital reserve or other reserves we may establish, we have no source of funding to repair or
reconstruct any uninsured damaged property. Also, to the extent we must pay unexpectedly large amounts for insurance, we could
suffer reduced earnings that would result in lower distributions to stockholders.
We may have difficulty selling real estate investments, and our ability to distribute all or a portion of the net proceeds from such
sale to our stockholders may be limited.
Equity real estate investments are relatively illiquid. Therefore, we will have a limited ability to vary our portfolio in response to
changes in economic or other conditions. In addition, the liquidity of real estate investments has been further reduced by the recent
turmoil in the capital markets, which has constrained equity and debt capital available for investment in commercial real estate,
resulting in fewer buyers seeking to acquire commercial properties and consequent reductions in property values. As a result of these
factors, we will also have a limited ability to sell assets in order to fund working capital and similar capital needs. When we sell any
of our properties, we may not realize a gain on such sale. We may not elect to distribute any proceeds from the sale of properties to
our stockholders; for example, we may use such proceeds to:
•

purchase additional properties;

•

repay debt, if any;

•

buy out interests of any co-venturers or other partners in any joint venture in which we are a party;

•

create working capital reserves; or

•

make repairs, maintenance, tenant improvements or other capital improvements or expenditures to our remaining properties.
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Our ability to sell our properties may also be limited by our need to avoid a 100% penalty tax that is imposed on gain recognized by a
REIT from the sale of property characterized as dealer property. In order to ensure that we avoid such characterization, we may be
required to hold our properties for a minimum period of time, generally two years, and comply with certain other requirements in the
Internal Revenue Code.
Real estate market conditions at the time we decide to dispose of a property may be unfavorable which could reduce the price we
receive for a property and lower the return on our stockholders’ investment in us.
We intend to hold the properties in which we invest until we determine that selling or otherwise disposing of properties would help us
to achieve our investment objectives. General economic conditions, availability of financing, interest rates and other factors, including
supply and demand, all of which are beyond our control, affect the real estate market. We may be unable to sell a property for the
price, on the terms, or within the time frame we want. Accordingly, the gain or loss on our stockholders’ investment in us could be
affected by fluctuating market conditions.
As part of otherwise attractive portfolios of properties, substantially all of which we can own on an all-cash basis, we may acquire
some properties with existing lock-out provisions which may inhibit us from selling a property, or may require us to maintain
specified debt levels for a period of years on some properties.
Loan provisions could materially restrict us from selling or otherwise disposing of or refinancing properties. These provisions would
affect our ability to turn our investments into cash and thus affect cash available for distributions to our stockholders. Loan provisions
may prohibit us from reducing the outstanding indebtedness with respect to properties, refinancing such indebtedness on a nonrecourse basis at maturity, or increasing the amount of indebtedness with respect to such properties.
Loan provisions could impair our ability to take actions that would otherwise be in the best interests of our stockholders, and
therefore, may have an adverse impact on the value of our stock, relative to the value that would result if the loan provisions did not
exist. In particular, loan provisions could preclude us from participating in major transactions that could result in a disposition of our
assets or a change in control even though that disposition or change in control might be in the best interests of our stockholders.
If we sell properties by providing financing to purchasers of our properties, distribution of net sales proceeds to our stockholders
would be delayed and defaults by the purchasers could reduce our cash available for distribution to stockholders.
If we provide financing to purchasers, we will bear the risk that the purchaser may default. Purchaser defaults could reduce our cash
distributions to our stockholders. Even in the absence of a purchaser default, the distribution of the proceeds of sales to our
stockholders, or their reinvestment in other assets, will be delayed until the promissory notes or other property we may accept upon a
sale are actually paid, sold, refinanced or otherwise disposed of or completion of foreclosure proceedings.
Actions of our joint venture partners could subject us to liabilities in excess of those contemplated or prevent us from taking
actions that are in the best interests of our stockholders which could result in lower investment returns to our stockholders.
We are likely to enter into joint ventures with affiliates and other third parties to acquire or improve properties. We may also purchase
properties in partnerships, co-tenancies or other co-ownership arrangements. Such investments may involve risks not otherwise
present when acquiring real estate directly, including, for example:
•

joint venturers may share certain approval rights over major decisions;

•

that such co-venturer, co-owner or partner may at any time have economic or business interests or goals which are or which
become inconsistent with our business interests or goals, including inconsistent goals relating to the sale of properties held in the
joint venture or the timing of termination or liquidation of the joint venture;

•

the possibility that our co-venturer, co-owner or partner in an investment might become insolvent or bankrupt;

•

the possibility that we may incur liabilities as a result of an action taken by our co-venturer, co-owner or partner;
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•

that such co-venturer, co-owner or partner may be in a position to take action contrary to our instructions or requests or contrary
to our policies or objectives, including our policy with respect to qualifying and maintaining our qualification as a REIT;

•

disputes between us and our joint venturers may result in litigation or arbitration that would increase our expenses and prevent
its officers and directors from focusing their time and effort on our business and result in subjecting the properties owned by the
applicable joint venture to additional risk; or

•

that under certain joint venture arrangements, neither venture partner may have the power to control the venture, and an impasse
could be reached which might have a negative influence on the joint venture.

These events might subject us to liabilities in excess of those contemplated and thus reduce our stockholders’ investment returns. If
we have a right of first refusal or buy/sell right to buy out a co-venturer, co-owner or partner, we may be unable to finance such a
buy-out if it becomes exercisable or we may be required to purchase such interest at a time when it would not otherwise be in our best
interest to do so. If our interest is subject to a buy/sell right, we may not have sufficient cash, available borrowing capacity or other
capital resources to allow us to elect to purchase an interest of a co-venturer subject to the buy/sell right, in which case we may be
forced to sell our interest as the result of the exercise of such right when we would otherwise prefer to keep our interest. Finally, we
may not be able to sell our interest in a joint venture if we desire to exit the venture.
If we make or invest in mortgage loans, our mortgage loans may be affected by unfavorable real estate market conditions,
including interest rate fluctuations, which could decrease the value of those loans and the return on our stockholders’ investments
in us.
If we make or invest in mortgage loans, we will be at risk of defaults by the borrowers on those mortgage loans as well as interest rate
risks. To the extent we incur delays in liquidating such defaulted mortgage loans; we may not be able to obtain sufficient proceeds to
repay all amounts due to us under the mortgage loan. Further, we will not know whether the values of the properties securing the
mortgage loans will remain at the levels existing on the dates of origination of those mortgage loans. If the values of the underlying
properties fall, our risk will increase because of the lower value of the security associated with such loans. In addition, interest rate
fluctuations could reduce our returns as compared to market interest rates and reduce the value of the mortgage loans in the event we
sell them.
Second mortgage loan investments involve a greater risk of loss in the event of default than traditional mortgage loans.
If we decide to invest in second mortgages, our subordinated priority to the senior lender or lenders will place our investment at a
greater risk of loss than a traditional mortgage. In the event of default, any recovery of our second mortgage investment will be
subordinate to the senior lender. Further, it is likely that any investments we make in second mortgages will be placed with private
entities and not insured by a government sponsored entity, placing additional credit risk on the borrower which may result in a loss to
our portfolio.
Construction loan investments involve a greater risk of loss of investment and reduction of return than traditional mortgage loans.
If we decide to invest in construction loans, the nature of these loans pose a greater risk of loss than traditional mortgages. Since
construction loans are made generally for the express purpose of either the original development or redevelopment of a property, the
risk of loss is greater than a traditional mortgage because the underlying properties subject to construction loans are generally unable
to generate income during the period of the loan. Construction loans may also be subordinate to the first lien mortgages. Any delays
in completing the development or redevelopment project may increase the risk of default or credit risk of the borrower which may
increase the risk of loss or risk of a lower than expected return to our portfolio.
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Bridge loan investments involve a greater risk of loss of investment and reduction of return than traditional mortgage loans.
If we decide to acquire or make bridge loans secured by first lien mortgages on properties to borrowers who are typically seeking
short-term capital to be used in an acquisition or renovation of real estate, these loans pose a greater risk than traditional mortgages.
Borrowers usually identify undervalued assets that have been under-managed or are located in recovering markets. If the market in
which the asset is located fails to recover according to the borrower’s projections, or if the borrower fails to improve the quality of the
asset’s management or the value of the asset, the borrower may not receive a sufficient return on the asset to satisfy the bridge loan,
and we may not recover some or all of our investment.
In addition, owners usually borrow funds under a conventional mortgage loan to repay a bridge loan. We may therefore be dependent
on a borrower’s ability to obtain permanent financing to repay our bridge loan, which could depend on market conditions and other
factors. Bridge loans are also subject to risks of borrower defaults, bankruptcies, fraud, losses and special hazard losses that are not
covered by standard hazard insurance. In the event of any default under bridge loans held by us, we bear the risk of loss of principal
and non-payment of interest and fees to the extent of any deficiency between the value of the mortgage collateral and the principal
amount of the bridge loan. To the extent we suffer such losses with respect to our investments in bridge loans; the value of our
company may be adversely affected.
Mezzanine loan investments involve a greater risk of loss of investment and reductions of return than senior loans secured by
income-producing properties.
If we invest in mezzanine loans, they may take the form of subordinated loans secured by second mortgages on the underlying real
property or loans secured by a pledge of the ownership interests of either the entity owning the real property or the entity that owns
the interest in the entity owning the real property. These types of investments involve a higher degree of risk than long-term senior
mortgage lending secured by income-producing real property because the investment may become unsecured as a result of
foreclosure by the senior lender. In the event of a bankruptcy of the entity providing the pledge of its ownership interests as security,
we may not have full recourse to the assets of such entity, or the assets of the entity may not be sufficient to satisfy our mezzanine
loan. If a borrower defaults on our mezzanine loan or debt senior to our loan, or in the event of a borrower bankruptcy, our mezzanine
loan will be satisfied only after the senior debt. As a result, we may not recover some or all of our investment. In addition, mezzanine
loans may have higher loan-to-value ratios than conventional mortgage loans, resulting in less equity in the real property and
increasing the risk of loss of principal.
Investments in real estate-related securities may be illiquid, and we may not be able to adjust our portfolio in response to changes
in economic and other conditions.
If we invest in certain real estate-related securities that we may purchase in connection with privately negotiated transactions, they
will not be registered under the relevant securities laws, resulting in a prohibition against their transfer, sale, pledge or other
disposition except in a transaction that is exempt from the registration requirements of, or is otherwise in accordance with, those laws.
As a result, our ability to vary our long-term stabilized portfolio in response to changes in economic and other conditions may be
relatively limited. The mezzanine and bridge loans we may purchase will be particularly illiquid investments due to their short life.
Moreover, in the event of a borrower’s default on an illiquid real estate security, the unsuitability for securitization and potential lack
of recovery of our investment could pose serious risks of loss to our investment portfolio.
Delays in restructuring or liquidating non-performing real estate-related securities could reduce the return on our stockholders’
investment.
If we invest in real estate-related securities, they may become non-performing after acquisition for a wide variety of reasons. Such
non-performing real estate investments may require a substantial amount of workout negotiations and/or restructuring, which may
entail, among other things, a substantial reduction in the interest rate and a substantial write-down of such loan or asset. However,
even if a restructuring is successfully accomplished, upon maturity of such real estate security, replacement “takeout” financing may
not be available. We may find it necessary or desirable to foreclose on some of the collateral securing one or more of our investments.
Intercreditor provisions may substantially interfere with our ability to do so. Even if foreclosure is an option, the foreclosure process
can be lengthy and expensive. Borrowers often resist foreclosure actions by asserting numerous claims, counterclaims and defenses,
including, without limitation, lender liability claims and defenses, in an effort to prolong the foreclosure action. In some states,
foreclosure actions can take up to several years or more to litigate. At any time during the foreclosure proceedings, the borrower may
file for bankruptcy, which would have the effect of staying the foreclosure action and further delaying the foreclosure process.
Foreclosure litigation tends to create a negative public image of the collateral property and may result in disrupting ongoing leasing
and management of the property. Foreclosure actions by senior lenders may substantially affect the amount that we may receive from
an investment.
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Our stockholders’ investment return may be reduced if we are required to register as an investment company under the Investment
Company Act; if we or our subsidiaries become an unregistered investment company, we could not continue our business.
Neither we nor any of our subsidiaries intend to register as investment companies under the Investment Company Act. If we or our
subsidiaries were obligated to register as investment companies, we would have to comply with a variety of substantive requirements
under the Investment Company Act that impose, among other things:
•

limitations on capital structure;

•

restrictions on specified investments;

•

prohibitions on transactions with affiliates; and

•

compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations that would significantly
increase our operating expenses.

Under the relevant provisions of Section 3(a)(1) of the Investment Company Act, an investment company is any issuer that:
•

is or holds itself out as being engaged primarily, or proposes to engage primarily, in the business of investing, reinvesting or
trading in securities (the “primarily engaged test”); or

•

is engaged or proposes to engage in the business of investing, reinvesting, owning, holding or trading in securities and owns or
proposes to acquire “investment securities” having a value exceeding 40% of the value of such issuer's total assets (exclusive of
U.S. government securities and cash items) on an unconsolidated basis (the “40% test”). “Investment securities” excludes U.S.
government securities and securities of majority-owned subsidiaries that are not themselves investment companies and are not
relying on the exception from the definition of investment company under Section 3(c)(1) or Section 3(c)(7) (relating to private
investment companies).

Depending on the nature of our portfolio, we believe that we and our Operating Partnership may be able to satisfy both tests above.
With respect to the 40% test, we expect that most of the entities through which we and our Operating Partnership own our assets will
be majority-owned subsidiaries that are not themselves investment companies and are not relying on the exceptions from the
definition of investment company under Section 3(c)(1) or Section 3(c)(7).
With respect to the primarily engaged test, we and our Operating Partnership are holding companies and do not intend to invest or
trade in securities ourselves. Rather, through the majority-owned subsidiaries of our Operating Partnership, we and our Operating
Partnership will be primarily engaged in the non-investment company businesses of these subsidiaries.
We expect that most of the subsidiaries of our Operating Partnership will be able to rely on Section 3(c)(5)(C) of the Investment
Company Act for an exception from the definition of an investment company. (Any other subsidiaries of our Operating Partnership
should be able to rely on the exceptions for private investment companies pursuant to Section 3(c)(1) and Section 3(c)(7) of the
Investment Company Act.) As reflected in no-action letters, the SEC staff's position on Section 3(c)(5)(C) generally requires that an
issuer maintain at least 55% of its assets in “mortgages and other liens on and interests in real estate,” or qualifying assets; at least
80% of its assets in qualifying assets plus real estate-related assets; and no more than 20% of the value of its assets in other than
qualifying assets and real estate-related assets, which we refer to as miscellaneous assets. To constitute a qualifying asset under this
55% requirement, a real estate interest must meet various criteria based on no-action letters.
If, however, the value of the subsidiaries of our Operating Partnership that must rely on Section 3(c)(1) or Section 3(c)(7) is greater
than 40% of the value of the assets of our Operating Partnership, then we and our Operating Partnership may seek to rely on the
exception from registration under Section 3(c)(6) if we and our Operating Partnership are “primarily engaged,” through majorityowned subsidiaries, in the business of purchasing or otherwise acquiring mortgages and other interests in real estate. The SEC staff
has issued little interpretive guidance with respect to Section 3(c)(6); however, it is our view that we and our Operating Partnership
may rely on Section 3(c)(6) if 55% of the assets of our Operating Partnership consist of, and at least 55% of the income of our
Operating Partnership is derived from, majority-owned subsidiaries that rely on Section 3(c)(5)(C).
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To maintain compliance with the Investment Company Act, our subsidiaries may be unable to sell assets we would otherwise want
them to sell and may need to sell assets we would otherwise wish them to retain. In addition, our subsidiaries may have to acquire
additional assets that they might not otherwise have acquired or may have to forego opportunities to make investments that we would
otherwise want them to make and would be important to our investment strategy. Moreover, the SEC may issue interpretations with
respect to various types of assets that are contrary to our views and current SEC staff interpretations are subject to change, which
increases the risk of non-compliance and the risk that we may be forced to make adverse changes to our portfolio. If we were required
to register as an investment company but failed to do so, we would be prohibited from engaging in our business and criminal and civil
actions could be brought against us. In addition, our contracts would be unenforceable unless a court required enforcement and a court
could appoint a receiver to take control of us and liquidate our business.
Rapid changes in the values of our assets may make it more difficult for us to maintain our qualification as a REIT or our
exception from the definition of an investment company under the Investment Company Act.
If the market value or income potential of our qualifying real estate assets changes as compared to the market value or income
potential of our non-qualifying assets, or if the market value or income potential of our assets that are considered “real estate-related
assets” under the Investment Company Act or REIT qualification tests changes as compared to the market value or income potential
of our assets that are not considered “real estate-related assets” under the Investment Company Act or REIT qualification tests,
whether as a result of increased interest rates, prepayment rates or other factors, we may need to modify our investment portfolio in
order to maintain our REIT qualification or exception from the definition of an investment company. If the decline in asset values or
income occurs quickly, this may be especially difficult, if not impossible, to accomplish. This difficulty may be exacerbated by the
illiquid nature of many of the assets that we may own. We may have to make investment decisions that we otherwise would not make
absent REIT and Investment Company Act considerations.
Risks Related to Investments in Healthcare-Related Real Estate
If our board of directors believes it to be in the best interests of our stockholders, we may use proceeds from the disposition of
certain of our existing real estate properties to invest in real estate properties in the healthcare sector. Ultimately, such
acquisitions could result in our having a concentration of our investments in the healthcare sector, which may leave our
profitability vulnerable to a downturn or slowdown in the sector.
Subject to the approval of our board of directors, we may use proceeds from the disposition of certain of our existing real estate
investments to invest in real estate properties in the healthcare sector. If we were to make such investments, we would be subject to
risks inherent in investments in that type of property. Ultimately, if such acquisitions were to result in our having a concentration of
our investments in the healthcare sector, then the potential effects on our revenues, and as a result, on cash available for distribution to
our stockholders, resulting from a downturn or slowdown in the healthcare sector could be more pronounced than if we had more
fully diversified our investments.
Failure to succeed in the healthcare sector may have adverse consequences on our performance.
Other than our President and Chief Executive Officer, our Chief Financial Officer, Treasurer and Secretary and certain of our
Advisor’s acquisitions and asset management personnel, we do not have experience in owning or operating healthcare properties. The
experience of the management of our Advisor in other sectors, such as the multi-tenant industrial sector, does not ensure that we will
be able to operate successfully in the healthcare sector. Our success in the healthcare sector will be dependent, in part, upon our
ability to evaluate local healthcare sector conditions, identify appropriate acquisition opportunities, and find qualified tenants or,
where properties are acquired through a taxable REIT subsidiary, to engage and retain qualified independent managers to operate
these properties. In addition, due to our inexperience in acquiring healthcare properties, we may abandon opportunities to enter a local
market or acquire a property that we have begun to explore for any reason and may, as a result, fail to recover expenses already
incurred. Furthermore, we will be competing with many other entities engaged in real estate investment activities for acquisitions of
healthcare properties, including healthcare REITs, national, regional and local operators, acquirers and developers. The competition
for healthcare properties may significantly increase the price we must pay for properties we seek to acquire and our competitors may
succeed in acquiring those properties themselves. Our potential acquisition targets may find our competitors to be more attractive
because they may have greater resources and/or a lower cost of capital, may be willing to pay more for the properties or may have a
more compatible operating philosophy. If we are unable to succeed in the healthcare sector as a result of any of the factors described
above, our business, financial condition and results of operations and our ability to make distributions to our stockholders may be
materially and adversely affected.
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Adverse trends in the healthcare service industry may negatively affect lease revenues from healthcare-related properties that we
may acquire and the values of those investments.
The healthcare service industry may be affected by the following:
•

trends in the method of delivery of healthcare services;

•

competition among healthcare providers;

•

lower increases in reimbursement rates from government and commercial payors, high uncompensated care expense, investment
losses and limited admissions growth pressuring operating profit margins for healthcare providers;

•

availability of capital;

•

liability insurance expense;

•

health reform initiatives to address healthcare costs through expanded pay-for-performance criteria, value-based purchasing
programs, bundled provider payments, accountable care organizations, state health insurance exchanges, increased patient costsharing, geographic payment variations, comparative effectiveness research, and lower payments for hospital readmissions;

•

federal and state government plans to reduce budget deficits by lowering healthcare provider Medicare and Medicaid payment
rates, while requiring increased patient access to care, but prior to expanding public benefits to the uninsured and senior
populations;

•

Congressional efforts to reform the Medicare physician fee-for-service formula that dictates annual updates in payment rates for
physician services, including significant reductions in the sustainable growth rate, whether through a short-term fix or a more
long-term solution;

•

scrutiny and formal investigations by federal and state authorities;

•

prohibitions on additional types of contractual relationships between physicians and the healthcare facilities and providers to
which they refer, and related information-collection activities;

•

efforts to increase transparency with respect to pricing and financial relationships among healthcare providers and drug/device
manufacturers;

•

increased regulation to limit medical errors and conditions acquired inside health facilities and improve patient safety; and

•

heightened health information technology standards for healthcare providers.

These changes, among others, can adversely affect the economic performance of some or all of the lessees and operators of healthcare
properties that we may acquire and, in turn, negatively affect the lease revenues and the value of our property investments.
Healthcare properties that we may acquire may derive a substantial portion of their income from third-party payors.
We expect that many of the lessees of healthcare facilities that we may acquire will derive a substantial portion of their net operating
revenues from third-party payors, including the Medicare and Medicaid programs. These programs are highly regulated by federal,
state and local laws, rules and regulations and are subject to frequent and substantial change. There are no assurances that payments
from governmental and other third-party payors will remain at levels comparable to present levels or will, in the future, be sufficient
to cover the costs allocable to patients eligible for reimbursement under these programs. Efforts by such third-party payors to reduce
healthcare costs have intensified in recent years and will likely continue, which may result in reductions or slower growth in
reimbursement for certain services provided by some of our potential tenants. In addition, the failure of any of our potential tenants to
comply with various laws and regulations could jeopardize their ability to continue participating in Medicare, Medicaid and other
government-sponsored payment programs. The healthcare industry continues to face various challenges, including increased
government and private payor pressure on healthcare providers to control or reduce costs. The financial impact on tenants of
healthcare properties that we may acquire could restrict their ability to make rent payments to us, which would have a material
adverse effect on our business, financial condition and results of operations and our ability to make distributions to our stockholders.
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Lessees of healthcare properties that we may acquire may be affected by the financial deterioration, insolvency and/or bankruptcy
of other significant operators in the healthcare industry.
Certain companies in the healthcare industry, including some key senior housing operators, none of which are currently our tenants,
are experiencing considerable financial, legal and/or regulatory difficulties which have resulted or may result in financial
deterioration and, in some cases, insolvency and/or bankruptcy. The adverse effects on these companies could have a significant
impact on the industry as a whole, including but not limited to negative public perception by investors, lenders and consumers. As a
result, lessees of healthcare facilities that we may acquire could experience the damaging financial effects of a weakened industry
sector driven by negative headlines, ultimately making them unable to meet their obligations to us, and our business could be
adversely affected.
Risks Associated with Debt Financing
We expect to continue to use temporary acquisition financing to acquire properties and otherwise incur other indebtedness,
including long-term financing, which will increase our expenses and could subject us to the risk of losing properties in foreclosure
if our cash flow is insufficient to make loan payments.
We used temporary acquisition financing to acquire nine of the thirteen properties. During 2011, we sold four properties and used the
proceeds, in part, to pay down a portion of the temporary acquisition financing. We may continue to use temporary acquisition
financing to acquire additional properties. This will enable us to acquire properties before we have raised offering proceeds for the
entire purchase price. We may plan to use subsequently raised offering proceeds or sell additional properties to pay off the temporary
acquisition financing.
With the objective of increasing income, the board of directors may consider future acquisitions featuring long-term debt financing to
increase the amount of capital available to us and to achieve greater property diversification. We may also acquire properties
encumbered with existing financing which cannot be immediately repaid. We may also invest in joint venture entities that borrow
funds or issue senior equity securities to acquire properties, in which case our equity interest in the joint venture would be junior to
the rights of the lender or preferred stockholders. Our charter limits our borrowings to the equivalent of 75% of our cost, before
deducting depreciation or other non-cash reserves, of all our assets unless any excess borrowing is approved by a majority of our
independent directors and is disclosed to our stockholders in our next quarterly report with an explanation from our independent
directors of the justification for the excess borrowing. We may borrow funds for operations, tenant improvements, capital
improvements or other working capital needs. We may also borrow funds to make distributions, including but not limited to funds to
satisfy the REIT tax qualification requirement that we distribute at least 90% of our annual REIT taxable income to our stockholders.
We may also borrow, if we otherwise deem it necessary or advisable, to ensure that we maintain our qualification as a REIT for
federal income tax purposes. To the extent we borrow funds, we may raise additional equity capital or sell properties to pay such debt.
If there is a shortfall between the cash flow from a property and the cash flow needed to service acquisition financing on that
property, then the amount available for distributions to stockholders may be reduced. In addition, incurring mortgage debt increases
the risk of loss since defaults on indebtedness secured by a property may result in lenders initiating foreclosure actions. In that case,
we could lose the property securing the loan that is in default. For tax purposes, a foreclosure of any of our properties would be
treated as a sale of the property for a purchase price equal to the outstanding balance of the debt secured by the mortgage. If the
outstanding balance of the debt secured by the mortgage exceeds our tax basis in the property, we would recognize taxable income on
foreclosure, but we would not receive any cash proceeds. We may give full or partial guarantees to lenders of mortgage debt to the
entities that own our properties. When we give a guaranty on behalf of an entity that owns one of our properties, we will be
responsible to the lender for satisfaction of the debt if it is not paid by such entity. If any mortgages contain cross-collateralization or
cross-default provisions, a default on a single property could affect multiple properties. If any of our properties are foreclosed upon
due to a default, the value of our stockholders’ investments in us will be reduced.
Liquidity in the global credit markets has been significantly contracted by market disruptions during the past several years, making it
costly to obtain new debt financing, when debt financing is available at all. To the extent that market conditions prevent us from
obtaining temporary or long-term acquisition financing on financially attractive terms, our ability to make suitable investments in
commercial real estate could be delayed or limited. If we are unable to invest the proceeds from this offering in suitable real estate
investments for an extended period of time, distributions to our stockholders may be lower or may be suspended and the value of
investments in our shares could be reduced.
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Lenders may require us to enter into restrictive covenants relating to our operations, which could limit our ability to make
distributions to our stockholders.
When providing financing, a lender may impose restrictions on us that affect our distribution and operating policies and our ability to
incur additional debt. Loan documents we have entered into contain covenants that limit our ability to further mortgage the property,
discontinue insurance coverage, or replace our Advisor. These or other limitations may limit our flexibility and prevent us from
achieving our operating plans.
High levels of debt or increases in interest rates could increase the amount of our loan payments, reduce the cash available for
distribution to stockholders and subject us to the risk of losing properties in foreclosure if our cash flow is insufficient to make
loan payments.
Our policies do not limit us from incurring debt. High debt levels would cause us to incur higher interest charges, would result in
higher debt service payments, and could be accompanied by restrictive covenants. Interest we pay could reduce cash available for
distribution to stockholders. Additionally, variable rate debt could result in increases in interest rates which would increase our
interest costs, which would reduce our cash flows and our ability to make distributions to our stockholders. In addition, if we need to
repay existing debt during periods of rising interest rates, we could be required to liquidate one or more of our investments in
properties at times which may not permit realization of the maximum return on such investments and could result in a loss.
High mortgage rates may make it difficult for us to finance or refinance properties, which could reduce the number of properties
we can acquire, our cash flows from operations and the amount of cash distributions we can make
If mortgage debt is unavailable at reasonable rates, we may not be able to finance the purchase of properties. If we place mortgage
debt on properties, we run the risk of being unable to refinance the properties when the debt becomes due or of being unable to
refinance on favorable terms. If interest rates are higher when we refinance the properties, our income could be reduced. We may be
unable to refinance properties. If any of these events occurs, our cash flow would be reduced. This, in turn, would reduce cash
available for distribution to you and may hinder our ability to raise capital by issuing more stock or borrowing more money.
Federal Income Tax Risks
Failure to qualify as a REIT would subject us to federal income tax, which would reduce the cash available for distribution to you.
We expect to operate in a manner that will allow us to continue to qualify as a REIT for federal income tax purposes. However, the
federal income tax laws governing REITs are extremely complex, and interpretations of the federal income tax laws governing
qualification as a REIT are limited. Qualifying as a REIT requires us to meet various tests regarding the nature of our assets and our
income, the ownership of our outstanding stock, and the amount of our distributions on an ongoing basis. While we intend to operate
so that we will qualify as a REIT, given the highly complex nature of the rules governing REITs, the ongoing importance of factual
determinations, including the tax treatment of certain investments we may make, and the possibility of future changes in our
circumstances, no assurance can be given that we will so qualify for any particular year. If we fail to qualify as a REIT in any
calendar year and we do not qualify for certain statutory relief provisions, we would be required to pay federal income tax on our
taxable income. We might need to borrow money or sell assets to pay that tax. Our payment of income tax would decrease the amount
of our income available for distribution to you. Furthermore, if we fail to maintain our qualification as a REIT and we do not qualify
for certain statutory relief provisions, we no longer would be required to distribute substantially all of our REIT taxable income to our
stockholders. Unless our failure to qualify as a REIT were excused under federal tax laws, we would be disqualified from taxation as
a REIT for the four taxable years following the year during which qualification was lost.
Even if we qualify as a REIT for federal income tax purposes, we may be subject to other tax liabilities that reduce our cash flow
and our ability to make distributions to our stockholders.
Even if we qualify as a REIT for federal income tax purposes, we may be subject to some federal, state and local taxes on our income
or property. For example:
•

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

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

•

If we elect to treat property that we acquire in connection with a foreclosure of a mortgage loan or certain leasehold terminations
as “foreclosure property,” we may avoid the 100% tax on gain from a resale of that property, but the income from the sale or
operation of that property may be subject to corporate income tax at the highest applicable rate.

•

If we sell an asset, other than foreclosure property, that we hold primarily for sale to customers in the ordinary course of
business, our gain would be subject to the 100% “prohibited transaction” tax unless such sale were made by one of our taxable
REIT subsidiaries.

We intend to make distributions to our stockholders to comply with the REIT requirements of the Internal Revenue Code.
To maintain our REIT status, we may be forced to forego otherwise attractive opportunities, which may delay or hinder our ability
to meet our investment objectives and reduce the overall return to our stockholders.
To qualify as a REIT, we must satisfy certain tests on an ongoing basis concerning, among other things, the sources of our income,
nature of our assets and the amounts we distribute to our stockholders. We may be required to make distributions to stockholders at
times when it would be more advantageous to reinvest cash in our business or when we do not have funds readily available for
distribution. Compliance with the REIT requirements may hinder our ability to operate solely on the basis of maximizing profits and
the value of our stockholders’ investments in us.
If we borrow money to meet the REIT minimum distribution requirement or for other working capital needs, our expenses will
increase, our net income will be reduced by the amount of interest we pay on the money we borrow and we will be obligated to
repay the money we borrow from future earnings or by selling assets, which will decrease future distributions to stockholders.
To qualify as a REIT, we generally must distribute annually to our stockholders a minimum of 90% of our taxable income, excluding
capital gains. We will be subject to regular corporate income taxes to the extent that we distribute less than 100% of our REIT taxable
income each year. Additionally, we will be subject to a 4% nondeductible excise tax on any amount by which distributions paid (or
deemed paid) by us in any calendar year are less than the sum of 85% of our ordinary income, 95% of our capital gain net income and
100% of our undistributed income from previous years. Payments we make to redeem our shares generally are not taken into account
for purposes of these distribution requirements. If we do not have sufficient cash to make distributions necessary to preserve our
REIT status for any year or to avoid taxation, we may be forced to borrow funds or sell assets even if the market conditions at that
time are not favorable for these borrowings or sales. We may decide to borrow funds in order to meet the REIT minimum distribution
requirements even if our management believes that the then prevailing market conditions generally are not favorable for such
borrowings or that such borrowings would not be advisable in the absence of such tax considerations. Distributions made in excess of
our net income will generally constitute a return of capital to stockholders.
If we were considered to actually or constructively pay a “preferential dividend” to certain of our stockholders, our status as a
REIT could be adversely affected.
In order to qualify as a REIT, we must distribute to our stockholders at least 90% of our annual REIT taxable income (excluding net
capital gain), determined without regard to the deduction for dividends paid. In order for distributions to be counted as satisfying the
annual distribution requirements for REITs, and to provide us with a REIT-level tax deduction, the distribution must not be
“preferential dividends.” A dividend is not a preferential dividend if the distribution is pro rata among all outstanding shares of stock
within a particular class, and in accordance with the preferences among different classes of stock as set forth in our organizational
documents. There is no de minimus exception with respect to preferential dividends; therefore, if the IRS were to take the position
that we paid a preferential dividend, we may be deemed to have failed the 90% distribution test, and our status as a REIT could be
terminated for the year in which such determination is made if we were unable to cure such failure.
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If our Operating Partnership is classified as a “publicly-traded partnership” under the Internal Revenue Code, it could be
subjected to tax on its income and the amount of distributions we make to our stockholders will be less.
We structured the Operating Partnership so that it would be classified as a partnership for federal income tax purposes. In this regard,
the Internal Revenue Code generally classifies “publicly traded partnerships” (as defined in Section 7704 of the Internal Revenue
Code) as associations taxable as corporations (rather than as partnerships), unless substantially all of their taxable income consists of
specified types of passive income. In order to minimize the risk that the Internal Revenue Code would classify the Operating
Partnership as a “publicly traded partnership” for tax purposes, we placed certain restrictions on the transfer and/or redemption of
partnership units in our Operating Partnership. If the Internal Revenue Service were to assert successfully that our Operating
Partnership is a “publicly traded partnership,” and substantially all of the Operating Partnership’s gross income did not consist of the
specified types of passive income, the Internal Revenue Code would treat our Operating Partnership as an association taxable as a
corporation. In such event, the character of our assets and items of gross income would change and would likely prevent us from
qualifying and maintaining our status as a REIT. In addition, the imposition of a corporate tax on our Operating Partnership would
reduce the amount of cash distributable to us from our Operating Partnership, and therefore, would reduce our amount of cash
available to make distributions to our stockholders.
The tax on prohibited transactions will limit our ability to engage in transactions, including certain methods of securitizing
mortgage loans, that would be treated as sales for federal income tax purposes.
A REIT’s net income from prohibited transactions is subject to a 100% tax. In general, prohibited transactions are sales or other
dispositions of assets, other than foreclosure property, deemed held primarily for sale to customers in the ordinary course of business.
We might be subject to this tax if we were to dispose of or securitize loans in a manner that was treated as a sale of the loans for
federal income tax purposes. Therefore, in order to avoid the prohibited transactions tax, we may choose not to engage in certain sales
of loans at the REIT level, and may limit the structures we utilize for our securitization transactions, even though the sales or
structures might otherwise be beneficial to us.
It may be possible to reduce the impact of the prohibited transactions tax by conducting certain activities through taxable REIT
subsidiaries. However, to the extent that we engage in such activities through taxable REIT subsidiaries, the income associated with
such activities may be subject to full corporate income tax.
Dividends payable by REITs do not qualify for the reduced tax rates.
Legislation enacted in 2003 and modified in 2005 and 2010 generally reduces the maximum tax rate for dividends payable to
domestic stockholders that are individuals, trusts and estates to 15% (through 2012). Dividends payable by REITs, however, are
generally not eligible for the reduced rates. Although this legislation does not adversely affect the taxation of REITs or dividends paid
by REITs, the more favorable rates applicable to regular corporate dividends could cause investors who are individuals, trusts and
estates to perceive investments in REITs to be relatively less attractive than investments in stock of non-REIT corporations that pay
dividends, which could adversely affect the value of the stock of REITs, including our common stock.
We may be subject to adverse legislative or regulatory tax changes.
At any time, the federal income tax laws or regulations governing REITs or the administrative interpretations of those laws or
regulations may be amended. We cannot predict when or if any new federal income tax law, regulation or administrative
interpretation, or any amendment to any existing federal income tax law, regulation or administrative interpretation, will be adopted,
promulgated or become effective and any such law, regulation or interpretation may take effect retroactively. We and our
stockholders could be adversely affected by any such change in, or any new, federal income tax law, regulation or administrative
interpretation.
Distributions to tax-exempt investors may be classified as unrelated business taxable income and tax-exempt investors would be
required to pay tax on the unrelated business taxable income and to file income tax returns.
Neither ordinary nor capital gains distributions with respect to our common stock nor gains from the sale of stock should generally
constitute unrelated business taxable income to a tax-exempt investor. However, there are certain exceptions to this rule. In particular:
•

under certain circumstances, part of the income and gain recognized by certain qualified employee pension trusts with respect to
our stock may be treated as unrelated business taxable income if our stock is predominately held by qualified employee pension
trusts, such that we are a “pension-held” REIT (which we do not expect to be the case);
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•

part of the income and gain recognized by a tax-exempt investor with respect to our stock would constitute unrelated business
taxable income if such investor incurs debt in order to acquire the common stock; and

•

part or all of the income or gain recognized with respect to our stock held by social clubs, voluntary employee benefit
associations, supplemental unemployment benefit trusts and qualified group legal services plans which are exempt from federal
income taxation under Sections 501(c)(7), (9), (17), or (20) of the Code may be treated as unrelated business taxable income.

Foreign investors may be subject to FIRPTA tax on the sale of our stock if we are unable to qualify as a “domestically controlled”
REIT.
A foreign person disposing of a U.S. real property interest, including stock of a U.S. corporation whose assets consist principally of
U.S. real property interests is generally subject to a tax, known as the Foreign Investment in Real Property Tax Act of 1980
(“FIRPTA”) tax, on the gain recognized on the disposition. Distributions that are attributable to gains from the disposition of U.S. real
property interests by a REIT are subject to FIRPTA tax for foreign investors as though they were engaged in a trade or business and
the distribution constitutes income which is effectively connected with such a business. Such FIRPTA tax does not apply, if the REIT
is “domestically controlled.” A REIT is “domestically controlled” if less than 50% of the REIT’s capital stock, by value, has been
owned directly or indirectly by persons who are not qualifying U.S. persons during a continuous five-year period ending on the date
of disposition or, if shorter, during the entire period of the REIT’s existence.
We cannot be sure that we will qualify as a “domestically controlled” REIT. If we were to fail to so qualify, any gain realized by
foreign investors on a sale of our stock would be subject to FIRPTA tax, unless our stock were traded on an established securities
market and the foreign investor did not at any time during a specified testing period, directly or indirectly, own more than 5% of the
value of our outstanding common stock.
Retirement Plan Risks
If the fiduciary of an employee benefit plan subject to ERISA (such as a profit sharing, Section 401(k) or pension plan) or an
owner of a retirement arrangement subject to Section 4975 of the Internal Revenue Code (such as an individual retirement
account (“IRA”)) fails to meet the fiduciary and other standards under ERISA or the Internal Revenue Code as a result of an
investment in our stock, the fiduciary could be subject to penalties and other sanctions.
There are special considerations that apply to employee benefit plans subject to the Employee Retirement Income Security Act
(“ERISA”) (such as profit sharing, Section 401(k) or pension plans) and other retirement plans or accounts subject to Section 4975 of
the Internal Revenue Code (such as an IRA) that are investing in our shares. Fiduciaries and IRA owners investing the assets of such a
plan or account in our common stock should satisfy themselves that:
•

the investment is consistent with their fiduciary and other obligations under ERISA and the Internal Revenue Code;

•

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

•

the investment satisfies the prudence and diversification requirements of Sections 404(a)(1)(B) and 404(a)(1)(C) of ERISA and
other applicable provisions of ERISA and the Internal Revenue Code;

•

the investment in our shares, for which no public market currently exists, is consistent with the liquidity needs of the plan or
IRA;

•

the investment will not produce an unacceptable amount of “unrelated business taxable income” for the plan or IRA;

•

our stockholders will be able to comply with the requirements under ERISA and the Internal Revenue Code to value the assets
of the plan or IRA annually; and

•

the investment will not constitute a prohibited transaction under Section 406 of ERISA or Section 4975 of the Internal Revenue
Code.
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With respect to the annual valuation requirements described above, we will provide an estimated value for our shares annually. We
can make no claim whether such estimated value will or will not satisfy the applicable annual valuation requirements under ERISA
and the Internal Revenue Code. The Department of Labor or the Internal Revenue Service may determine that a plan fiduciary or an
IRA custodian is required to take further steps to determine the value of our common stock. In the absence of an appropriate
determination of value, a plan fiduciary or an IRA custodian may be subject to damages, penalties or other sanctions.
Failure to satisfy the fiduciary standards of conduct and other applicable requirements of ERISA and the Internal Revenue Code may
result in the imposition of civil and criminal penalties and could subject the fiduciary to claims for damages or for equitable remedies,
including liability for investment losses. In addition, if an investment in our shares constitutes a prohibited transaction under ERISA
or the Internal Revenue Code, the fiduciary or IRA owner who authorized or directed the investment may be subject to the imposition
of excise taxes with respect to the amount invested. In addition, the investment transaction must be undone. In the case of a prohibited
transaction involving an IRA owner, the IRA may be disqualified as a tax-exempt account and all of the assets of the IRA may be
deemed distributed and subjected to tax. ERISA plan fiduciaries and IRA owners should consult with counsel before making an
investment in our common stock.
32

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES
As of December 31, 2011, our portfolio consists of nine properties which were approximately 68.7% leased. The following table
provides summary information regarding our properties.

Property(1)

Shoemaker Industrial
Buildings
20100 Western Avenue
Marathon Center
Orlando Small Bay
Portfolio:
Carter Commerce
Center
Goldenrod
Commerce
Center
Hanging Moss
Commerce
Center
Monroe South
Commerce
Center
Monroe North
Commerce Center
1830 Santa Fe

Location

Date
Purchased

Square
Footage

Purchase
Price

December 31,
2011
% Leased

Debt

Santa Fe Springs, CA
Torrance, CA
Tampa Bay, FL

June 30, 2006
December 1, 2006
April 2, 2007

Winter Garden, FL

November 15, 2007

49,125

34.4%

Orlando, FL

November 15, 2007

78,646

83.0%

Orlando, FL

November 15, 2007

94,200

95.5%

Sanford, FL

November 15, 2007

172,500
394,471

Sanford, FL
Santa Ana, CA

April 17, 2008
August 5, 2010

18,921 $ 2,400,000 $
116,433 19,650,000
52,020
4,450,000

—
—
—

100.0%
29.0%
26.1%

14,389,000

61.4%
70.5%

181,348 14,275,000
6,681,000
12,200
1,315,000
—
775,393 $79,218,000 $21,070,000

97.3%
100.0%
68.7%

37,128,000

(1) The table excludes Sherburne Commons, a variable interest entity for which we became the primary beneficiary and began
consolidating their financial results as of June 30, 2011. As of October 19, 2011, Sherburne Commons is classified as held for
sale (See Notes 6 and 7).
Historical Occupancy
The following table sets forth annualized occupancy rates for our material properties for the past five years:
Property

2011

20100 Western Avenue
Orlando Small Bay Portfolio
Monroe North Commerce Center

52
71
80
33

Average Percent Leased (%)
2010
2009
2008
2007

74
71
47

63
77
82

100
94
100

95
97
98

Historical Annualized Average Rents
The following table sets forth average effective annualized rent per square foot for our material properties for the past five years:
Average Effective Annualized Rent per Square Foot(1)
2011
2010
2009
2008
2007

Property

20100 Western Avenue
Orlando Small Bay Portfolio
Monroe North Commerce Center

$10.15
$ 5.84
$ 5.03

$10.21
$ 7.27
$ 7.64

$10.16
$ 7.71
$ 6.83

$11.41
$ 7.59
$ 5.83

$11.35
$ 7.35
$ 5.87

(1) Average effective annualized rent per square foot is calculated by dividing annual rental revenues by sum of quarterly occupied
square footage.
Portfolio Lease Expirations
The following table sets forth lease expiration information for each of the ten years following December 31, 2011:

Year Ending
December 31

Month to Month
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

No. of
Leases
Expiring

Approx.
Amount of
Expiring
Leases
(Sq. Feet)

3
26
39
20
4
5
—
1
—
—
—
98

$ 25,785
140,524
184,216
101,803
27,322
38,890
—
14,504
—
—
—
$533,044

Base Rent
of Expiring
Leases
(Annual $)

$

48,000
882,000
1,014,000
818,000
184,000
244,000
—
73,000
—
—
—
$3,263,000

Percent of
Total
Leasable
Area
Expiring
(%)

Percent of
Total
Annual Base
Rent Expiring
(%)

3.3%
18.1%
23.8%
13.1%
3.5%
5.0%
0.0%
1.9%
0.0%
0.0%
0.0%
68.7%

1.5%
27.0%
31.1%
25.1%
5.6%
7.5%
0.0%
2.2%
0.0%
0.0%
0.0%
100.0%

Real Estate-Related Investment
As of December 31, 2011 and 2010, we had invested in one real estate loan receivable, the Sherburne Commons Mortgage Loan:
Loan Name
Location of Related
Property or Collateral

Sherburne Commons Mortgage
Loan Nantucket, MA

Date
Originated

Loan Type

Payment
Type

Book Value
as of
December 31,
2011

12/14/2009 1st Mortgage Interest Only $

—

Book Value
as of
December 31,
2010

Rate
Type

$8,000,000 Fixed

Annual
Interest Rate

Maturity
Date

8.0%

1/1/2015

Due to the suspension of interest payments by the borrower, we issued a notice of default to the borrower on June 30, 2011 and
determined that we were the primary beneficiary of the VIE due to our enhanced ability to direct the activities of the VIE. The
primary beneficiary of a VIE is required to consolidate the operations of the VIE. Consequently, we have consolidated the operations
of the VIE as of June 30, 2011, and accordingly, eliminated the note receivable in consolidation (see Notes 6 and 7).
As of October 19, 2011, the Sherburne Commons property was reclassified to real estate held for sale. Consequently, the related
assets and liabilities of the property are classified as assets of variable interest entity held for sale and liabilities of variable interest
entity held for sale on our consolidated balance sheets. Operating results for the property have been reclassified to discontinued
operations on our consolidated statements of operations for the year ended December 31, 2011 (see Notes 6 and 7).
34

ITEM 3. LEGAL PROCEEDINGS
From time to time in the ordinary course of business, we may become subject to legal proceeding, claims, or disputes. As of the date
hereof, we are not a party to any material pending legal proceedings.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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PART II
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES
Market Information
During the period covered by this report, there was no established public trading market for our shares of common stock. In order for
Financial Industry Regulatory Authority (“FINRA”) members to participate in the offering and sale of shares of common stock
pursuant to our ongoing public offerings, we are required to disclose in each annual report distributed to stockholders a per-share
estimated value of the shares, the method by which it was developed and the date of the data used to develop the estimated value. In
addition, we prepare annual statements of estimated share values to assist fiduciaries of retirement plans subject to the annual
reporting requirements of Employee Retirement Income Security Act (“ERISA”) in the preparation of their reports relating to an
investment in our shares.
For these purposes, we are revising our estimated per-share value of our common stock to $2.09 per share, calculated as of December
31, 2011. Our revised estimated per-share value of $2.09 as of December 31, 2011 is an adjustment from the estimated valuation of
$2.25 per share previously determined as of December 31, 2011 and announced on February 17, 2012. Our estimated per-share value
has been adversely affected by lower than expected leasing activity at the Sherburne Commons property, a variable interest entity for
which we became the primary beneficiary and began consolidating their financial results on June 30, 2011, which resulted in a $4.8
million impairment charge, which is classified in discontinued operations as impairment of real estate sold and asset held for sale on
our consolidated statement of operations for the year ended December 31, 2011 (see Notes 4, 6, 7 and 13).
The estimated value per share was based upon the recommendation and valuation of our Advisor, based on the methodologies and
assumptions described further below. We did not engage a third-party real estate valuation firm for the purpose of this estimate. As
with any valuation methodology, our methodology is based upon a number of estimates and assumptions that may prove later to be
inaccurate or incomplete. Further, different parties using different assumptions and estimates could derive a different estimated value
per share, which could be significantly different from our estimated value per share. The estimated per-share value determined below
neither represents the fair value according to generally accepted accounting principles (“GAAP”) of our assets less liabilities, nor
does it represent the amount our shares would trade at on a national securities exchange or the amount a shareholder would obtain if
he or she tried to sell his or her shares or if we liquidated our assets. As of the date of this filing, we had no potentially dilutive
securities outstanding that would impact the estimated value per share of our common stock.
Our estimated per-share value was calculated by aggregating the estimated fair value of our investments in real estate and the
estimated fair value of our other assets, subtracting the estimated fair value of our liabilities, and dividing the total by the number of
our common shares outstanding as of December 31, 2011. Our estimated per-share value is the same as our net asset value. Our
estimated per-share value does not reflect “enterprise value,” which may include a premium for the portfolio or the potential increase
in our share value if we were to list our shares on a national securities exchange. Our estimated per-share value also does not reflect a
liquidity discount for the fact that the shares are not currently traded on a national securities exchange.
The following is a summary of the valuation methodologies used:
Investments in Real Estate and Variable Interest Entity. For purposes of calculating an estimated value per share, our Advisor
estimated the value of our investments in real estate and variable interest entity by using a discounted cash flow analysis. Our Advisor
calculated the value of our investments in real estate and variable interest entity using internally prepared cash flow estimates and
employing a range of terminal capitalization rates, discount rates, growth rates and other variables that fall within ranges our Advisor
believes would be used by similar investors to value the properties we own. The cash flow estimates were developed for each
property by our Advisor’s asset management team based on their industry knowledge and expertise.
The following summarizes the key assumptions that were used in the discounted cash flow models to estimate the value of the
Company’s real estate assets and variable interest entity:
Terminal capitalization rate
Discount rate
Annual net operating income growth rate(1)(2)
Holding period

Range in Values

Weighted-Average Basis

7.00% – 9.00%
8.75% –10.00%
1.40% 18.20%
10 years

8.47%
9.37%
7.49%
10 years

(1) The annual net operating income compounded annual growth rate (“CAGR”) reflects both the contractual and market rents (in
cases where the contractual lease period is less than the holding period) net of expenses over the holding period. The range of
CAGRs shown is the constant annual rate at which the net operating income is projected to grow to reach the net operating
income in the final year of the holding period for each of the properties.
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(2) Excludes Sherburne Commons, a variable interest entity for which we became the primary beneficiary and began consolidating
their financial results on June 30, 2011, which is experiencing operating shortfalls due to lower than expected leasing activity
(see Notes 6 and 7). Annual revenue and operating expense growth rate assumptions over the holding period are projected at
11.96% and 5.85%, respectively.
We believe that the assumptions employed in the valuation methodology are reasonable and within the ranges used for properties that
are similar to ours and held by investors with similar expectations to our investors. However, a change in the assumptions would
impact the calculation of the value of our investments in real estate. For example, assuming all other factors remain unchanged, a
change in the assumed weighted-average terminal capitalization rate of 0.25% would yield a change in our net asset value of
approximately $0.04 per share.
While our Advisor believes a discounted cash flow analysis is standard in the real estate industry and an acceptable valuation
methodology to determine fair value in accordance with GAAP, the estimated values for our investments in real estate and variable
interest entity may or may not represent current market values or fair values determined in accordance with GAAP. Real estate is
currently carried at its amortized cost basis in our financial statements, subject to any adjustments required under GAAP.
Notes Payable. Our Advisor estimated the value of our notes payable using a discounted cash flow analysis. The cash flows were
based on the remaining loan terms and on management’s estimates of current market interest rates for instruments with similar
characteristics, including remaining loan term, loan-to-value ratio and type of collateral. The weighted-average discount rate applied
to the future estimated debt payments, which have a weighted-average remaining term of 0.98 years, was approximately 4.46%.
We believe that the assumptions employed in estimating the fair value of our notes payable are reasonable and reflect the terms
currently available on similar borrowing arrangements to borrowers with credit profiles similar to ours. However, a change in the
assumptions would impact the fair value of our notes payable. For example, assuming all other factors remain unchanged, a change in
the assumed weighted-average discount rate of 0.75% would yield a change in our net asset value of approximately $0.01 per share.
Other Assets and Liabilities. The carrying values of our other assets and liabilities are considered to be equal to fair value due to their
short maturities. Certain balances, including above-/below-market leases related to real estate investments, have been eliminated for
the purpose of the valuation due to the fact that the value of those balances was already considered in the valuation of the respective
real estate investments.
As of December 31, 2011, our estimated per-share value was calculated as follows:
Estimated Per-Share Value Calculation:
Investments in real estate and variable interest entity
Notes payable
Other assets and liabilities
Estimated net asset value per-share value
Estimated enterprise value premium
Estimated liquidity discount
Total estimated per-share value

$

2.24 (1)
(0.93)(2)
0.78 (3)
$
2.09
None assumed
None assumed
$
2.09

(1) Our investments in real estate and variable interest entity were valued using a discounted cash flow analysis. Our Advisor
calculated the value of our investments in real estate and variable interest entity using internally prepared cash flow estimates
and employing a range of terminal capitalization rates, discount rates, growth rates, and other variables that fall within ranges
our Advisor believes would be used by similar investors to value the properties we own. The cash flow estimates were
developed for each property by our Advisor’s asset management team based on their industry knowledge and expertise.
(2) The fair value of our notes payable was estimated using discounted cash flow models, which incorporate assumptions that we
believe reflect the terms currently available on similar borrowing arrangements to borrowers with credit profiles similar to ours.
(3) The fair value of our other assets and liabilities is estimated to materially reflect book value given their typically short-term (less
than one year) settlement periods. Certain balances, including above-/below-market leases related to real estate investments,
have been eliminated for the purpose of the valuation due to the fact that those balances were already considered in the valuation
of the respective real estate investments.
On March 29, 2012, the Board of Directors reviewed the valuation methodology with our Advisor and unanimously agreed upon the
revised estimated value of $2.09 per share, calculated as of December 31, 2011, which is consistent with the recommendations of our
Advisor. Our revised estimated per-share value of $2.09 as of December 31, 2011 is an adjustment from the estimated valuation of
$2.25 per share previously determined as of December 31, 2011 and announced on February 17, 2012. Our estimated per-share value
has been adversely affected by lower than expected leasing activity at the Sherburne Commons property, a variable interest entity for
which we became the primary beneficiary and began consolidating their financial results on June 30, 2011, which resulted in a $4.8
million impairment charge, which is classified in discontinued operations as impairment of real estate sold and asset held for sale on

our consolidated statement of operations for the year ended December 31, 2011.
As with any valuation methodology, our methodology is based upon a number of estimates and assumptions that may not be accurate
or complete. Different parties with different assumptions and estimates could derive a different estimated per-share value.
Accordingly, with respect to our estimated per-share value, we can provide no assurance that:
•

a stockholder would be able to realize this estimated value per share upon attempting to resell his or her shares;

•

we would be able to achieve, for our stockholders, the estimated value per share, upon a listing of our shares of common stock
on a national securities exchange, selling our real estate portfolio, or merging with another company;

•

an independent third-party appraiser or other third-party valuation firm would agree with our estimated value per share; or

•

the estimated share value, or the methodologies relied upon to estimate the share value, will be found by any regulatory
authority to comply with FINRA, ERISA, or any other regulatory requirements.

Furthermore, the estimated value of our shares was calculated as of December 31, 2011. The value of our shares will fluctuate over
time in response to, among other things, changes in real estate market fundamentals, capital markets activities, and attributes specific
to the properties within our portfolio. We are not required to update the estimated value per share more frequently than every eighteen
months. We expect that any future estimates of the value of our properties will be performed by our Advisor; however, our board of
directors may direct our Advisor to engage one or more independent, third-party valuation firms in connection with such estimates.
Stock Repurchase Program
Our board of directors previously adopted a stock repurchase program that enables our stockholders to sell their stock to us in limited
circumstances. Our board of directors may amend, suspend or terminate the program at any time upon thirty days prior notice to our
stockholders.
Our stock repurchase program has been suspended as described below.
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Prior to its suspension, our stock repurchase program limited the number of shares of stock we could redeem (other than redemptions
due to death of a stockholder) to those that we could purchase with net proceeds from the sale of stock under our distribution
reinvestment plan in the prior calendar year.
The stock repurchase price is subject to adjustment as determined from time to time by our board of directors. At no time will the
stock repurchase price exceed the price at which we are offering our common stock for sale at the time of the repurchase. We do not
charge any fees for participating in our stock repurchase program, however the transfer agent we have appointed to administer the
program may charge a transaction fee for processing a redemption request.
On November 23, 2010, our board of directors concluded that we did not have sufficient funds available to us to fund any
redemptions during 2011. Accordingly, our board of directors approved an amendment to our stock repurchase program to suspend
redemptions under the program, effective December 31, 2010. We can make no assurances as to when and on what terms redemptions
will resume. The share redemption program may be amended, resumed, suspended again, or terminated at any time based in part on
our cash and debt position.
During the twelve months ended December 31, 2011, we redeemed shares pursuant to our stock repurchase program as follows:

Period

January(1)
February
March
April
May
June
July
August
September
October
November
December

Total Number of
Shares Redeemed

46,096
—
—
—
—
—
—
—
—
—
—
—
46,096

Average Price Paid
per Share

Approximate Dollar
Value of Shares
Available That May
Yet Be
Redeemed Under the
Program

$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$

7.99
—
—
—
—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—
—
—
—
—

(1) In January 2011, share redemptions due to the death of a shareholder that were requested in 2010, prior to the suspension of the
stock repurchase program, were made under the program.
During the twelve months ended December 31, 2011, we have received requests to redeem 78,124 shares. However, due to the
current suspension of the stock repurchase program, we were not able to fulfill any of these requests.
Stockholders
As of March 29, 2012, we had approximately 23.0 million shares of common stock outstanding held by 4,855 stockholders of record.
Distributions
In order to meet the requirements for being treated as a REIT under the Internal Revenue Code, we must pay distributions to our
shareholders each taxable year equal to at least 90% of our net ordinary taxable income.
The declaration of distributions is at the discretion of our board of directors and our board will determine the amount of distributions
on a regular basis. The amount of distributions will depend on our funds from operations, financial condition, capital requirements,
annual distribution requirements under the REIT provisions of the Internal Revenue Code and other factors our board of directors
deems relevant. On November 23, 2010, our board of directors resolved to lower our distributions to an annualized rate of $0.08 per
share (1% based on a share price of $8.00), from the prior annualized rate of $0.48 per share (6% based on a share price of $8.00), in
order to preserve capital that may be needed for capital improvements, debt repayment or other corporate purposes. Distributions at
this rate were declared for the first and second quarters of 2011. Further, in June 2011, the board decided, based on the financial
position of the Company, to suspend the declaration of further distributions and to defer the payment of the second quarter 2011
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distribution, which was paid in December 2011. No distributions have been declared for periods after June 30, 2011. The rate and
frequency of distributions is subject to the discretion of our board of directors and may change from time to time based on our
operating results and cash flow.
We adopted a distribution reinvestment plan that allows our stockholders to have their distributions invested in additional shares of
our common stock. We have registered 21,100,000 shares of our common stock for sale pursuant to the distribution reinvestment
plan. The purchase price per share is 95% of the price paid by the purchaser for our common stock, but not less than $7.60 per share.
As of December 31, 2011 and December 31, 2010, approximately 2.3 million shares had been issued under the distribution
reinvestment plan. On November 23, 2010, our board of directors adopted a resolution to suspend the distribution reinvestment plan
indefinitely effective December 14, 2010. As a result, distributions were paid entirely in cash during the period between
December 14, 2010 and March 31, 2011. Commencing with the April 2011 distributions, the board elected to pay distributions on a
quarterly basis. However, due to cash constraints, the board elected to defer the second quarter 2011 distribution payment until the
Company’s cash position improves. The second quarter distribution of $0.5 million was paid in the fourth quarter of 2011. We cannot
provide any assurance as to if or when we will resume our distribution reinvestment plan.
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During the years ended December 31, 2011 and 2010, we paid distributions, including any distributions reinvested, aggregating
approximately $1.1 million and $11.0 million, respectively to our stockholders. Some of our distributions have been paid from sources
other than operating cash flow, such as offering proceeds. The following table shows the distributions paid based on daily record dates
for each day during the period from January 1, 2010 through December 31, 2011, aggregated by quarter as follows:

Period

Cash

First quarter 2010
Second quarter 2010
Third quarter 2010
Fourth quarter 2010(2)
First quarter 2011
Second quarter 2011(3)
Third quarter 2011(4)
Fourth quarter 2011(5)

(1)
(2)
(3)
(4)
(5)

Distributions Declared (1)
Reinvested

$1,221,000
1,256,000
1,323,000
1,524,000
$5,324,000
$ 454,000
460,000
—
—
$ 914,000

$1,490,000
1,468,000
1,448,000
481,000
$4,887,000
$
—
—
—
—
$
—

Funds from
Operations

Cash Flows from
Operating
Activities

844,000
933,000
354,000
162,000
$ 2,293,000
$
60,000
(80,000)
(129,000)
(1,068,000)
$(1,217,000)

$ 1,103,000
461,000
1,003,000
(265,000)
$ 2,302,000
$
481,000
(219,000)
(323,000)
(1,608,000)
$ (1,669,000)

Total

$ 2,711,000
2,724,000
2,771,000
2,005,000
$10,211,000
$ 454,000
460,000
—
—
$ 914,000

$

100% of the distributions declared during 2011 and 2010 represented a return of capital for federal income tax purposes,
respectively.
Funds from operations excludes real estate impairments of approximately $2.0 million.
Funds from operations excludes real estate impairments of $23.2 million and impairments recorded in discontinued operations of
$19.1 million.
Funds from operations excludes real estate impairments of $0.4 million and impairments recorded in discontinued operations of
$0.2 million.
Funds from operations excludes impairments recorded in discontinued operations of $5.6 million.

From our inception in October 2004 through December 31, 2011, we declared aggregate distributions of $32.8 million. Our cumulative
net loss and cumulative net cash provided by operating activities during the same period were $68.7 million and $4.7 million,
respectively.
Funds from Operations and Modified Funds from Operations
Funds from operations (“FFO”) is a non-GAAP supplemental financial measure that is widely recognized as a measure of REIT
operating performance. We compute FFO in accordance with the definition outlined by the National Association of Real Estate
Investment Trusts (“NAREIT”). NAREIT defines FFO as net income (loss), computed in accordance with GAAP, excluding
extraordinary items, as defined by the accounting principles generally accepted in the United States of America (“GAAP”), and gains (or
losses) from sales of property, plus depreciation and amortization on real estate assets, and after adjustments for unconsolidated
partnerships, joint ventures, noncontrolling interests and subsidiaries.
NAREIT recently issued updated reporting guidance that directs companies, for their computation of NAREIT FFO, to exclude
impairments of depreciable real estate when write-downs are driven by measurable decreases in the fair value of real estate holdings.
Previously, the Company’s calculation of FFO (consistent with NAREIT’s previous guidance) did not exclude impairments of, or related
to, depreciable real estate. Consistent with this current NAREIT reporting guidance, the Company has restated its 2010 and 2009 FFO
amounts.
Our FFO may not be comparable to FFO reported by other REITs that do not define the term in accordance with the current NAREIT
definition or that interpret the current NAREIT definition differently than we do. We believe that FFO is helpful to investors and our
management as a measure of operating performance because it excludes depreciation and amortization, gains and losses from property
dispositions, and extraordinary items, and as a result, when compared year to year, reflects the impact on operations from trends in
occupancy rates, rental rates, operating costs, development activities, general and administrative expenses, and interest costs, which is
not immediately apparent from net income. Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes
that the value of real estate diminishes predictably over time. Since real estate values have historically risen or fallen with market
conditions, many industry investors and analysts have considered the presentation of operating results for real estate companies that use
historical cost accounting alone to be insufficient. As a result, our management believes that the use of FFO, together with the required
GAAP presentations, provide a more complete understanding of our performance. Factors that impact FFO include start-up costs, fixed
costs, delays in buying assets, lower yields on cash held in accounts pending investment, income from portfolio properties and other
portfolio assets, interest rates on acquisition financing and operating expenses. FFO should not be considered as an alternative to net
income (loss), as an indication of our performance, nor is it indicative of funds available to fund our cash needs, including our ability to
make distributions.
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Changes in the accounting and reporting rules under GAAP have prompted a significant increase in the amount of non-cash and nonoperating items included in FFO, as defined. Therefore, we use modified funds from operations (“MFFO”), which excludes from FFO
real estate acquisition costs, amortization of above- or below-market rents, and non-cash amounts related to straight-line rents and
impairment charges to further evaluate our operating performance. We compute MFFO in accordance with the definition suggested
by the Investment Program Association (the “IPA”), the trade association for direct investment programs (including non-listed
REITs). However, certain adjustments included in the IPA’s definition are not applicable to us and are therefore not included in the
foregoing definition.
We believe that MFFO is an important supplemental measure of operating performance because it excludes costs that management
considers more reflective of investing activities or non-operating changes. Accordingly, we believe that MFFO can be a useful metric
to assist management, investors and analysts in assessing the sustainability of our operating performance. As explained below,
management’s evaluation of our operating performance excludes these items in the calculation based on the following considerations:
•

Real estate acquisition costs. In evaluating investments in real estate, including both business combinations and investments
accounted for under the equity method of accounting, management’s investment models and analyses differentiate costs to
acquire the investment from the operations derived from the investment. These acquisition costs have been funded from the
proceeds of our initial public offering and other financing sources and not from operations. We believe by excluding expensed
acquisition costs, MFFO provides useful supplemental information that is comparable for each type of our real estate
investments and is consistent with management’s analysis of the investing and operating performance of our properties. Real
estate acquisition costs include those paid to our Advisor and to third parties.

•

Adjustments for amortization of above- or below-market rents. Similar to depreciation and amortization of other real estaterelated assets that are excluded from FFO, GAAP implicitly assumes that the value of lease assets diminishes predictably over
time and that these charges be recognized currently in revenue. Since real estate values and market lease rates in the aggregate
have historically risen or fallen with market conditions, management believes that by excluding these charges, MFFO provides
useful supplemental information on the operating performance of our real estate.

•

Adjustments for straight-line rents. Under GAAP, rental income recognition can be significantly different from underlying
contract terms. By adjusting for these items, MFFO provides useful supplemental information on the economic impact of our
lease terms and presents results in a manner more consistent with management’s analysis of our operating performance.

•

Impairment charges. Impairment charges relate to a fair value adjustment, which is based on the impact of current market
fluctuations and underlying assessments of general market conditions and the specific performance of the holding, which may
not be directly attributable to our current operating performance. As these losses relate to underlying long-term assets and
liabilities, where we are not speculating or trading assets, management believes MFFO provides useful supplemental
information by focusing on the changes in our core operating fundamentals rather than changes that may reflect anticipated
losses. In particular, because GAAP impairment charges are not allowed to be reversed if the underlying fair values improve or
because the timing of impairment charges may lag the onset of certain operating consequences, we believe MFFO provides
useful supplemental information related to the sustainability of rental rates, occupancy and other core operating fundamentals.

FFO and MFFO should not be considered as an alternative to net income (loss) or as an indication of our liquidity, nor is it indicative
of funds available to fund our cash needs, including our ability to make distributions. Both FFO and MFFO should be reviewed along
with other GAAP measurements. Our FFO and MFFO, as presented, may not be comparable to amounts calculated by other REITs.
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The following is a reconciliation from net loss applicable to common shares, the most direct comparable financial measure calculated
and presented with GAAP, to FFO and MFFO for each of the last three years:
2011

Net loss applicable to common shares

Year Ended December 31,
2010

$(52,058,000)

$ (3,131,000)

2009

$ (8,103,000)

Adjustments:
Depreciation and amortization of real estate assets:
Continuing operations
Discontinued operations
Gain on sales of real estate, net
Impairment of real estate assets:
Continuing operations
Discontinued operations
Noncontrolling interests’ share in losses
Noncontrolling interests’ share in FFO
Funds from operations (FFO) applicable to common
shares
Adjustments:
Real estate acquisition costs
Amortization of (below-) above-market rents
Straight-line rents
Amortization of deferred financing costs
Impairment of notes receivable
Modified funds from operations (MFFO) applicable to
common shares
Weighted-average number of common shares outstanding
– basic and diluted

$ (1,217,000)

$ 2,293,000

$ (2,106,000)

$

—
(143,000)
(45,000)
777,000
1,442,000

$

$

$

814,000

$ 2,759,000

$ 3,159,000

23,031,830

22,921,142

21,806,219

FFO per weighted average common shares
MFFO per weighted average common shares

$
$

1,839,000
586,000
(46,000)

2,139,000
1,267,000
—

2,468,000
1,173,000
—

23,644,000
24,930,000
(1,995,000)
1,883,000

1,250,000
770,000
(2,000)
—

2,360,000
—
(8,000)
4,000

(0.05)
0.04

$
$

52,000
39,000
40,000
335,000
—

0.10
0.12

$
$

430,000
37,000
(64,000)
236,000
4,626,000

(0.10)
0.14

Recent Sales of Unregistered Securities
We did not sell any equity securities that were not registered under the Securities Act of 1933 during the period covered by this
Form 10-K.
Use of Proceeds from Registered Securities
Initial Public Offering
Our registration statement (SEC File No. 333-121238) for our initial public offering of up to 44,400,000 shares of our common stock
at $8.00 per share and up to 11,000,000 additional shares at $7.60 per share pursuant to our distribution reinvestment plan was
declared effective on September 22, 2005. The aggregate offering amount of the shares registered for sale in our initial public
offering, assuming the maximum numbers of shares were sold, was $438.8 million. The offering commenced on January 6, 2006 and
was terminated June 1, 2009 prior to the sale of all shares registered.
As of the termination of the offering on June 1, 2009, excluding the issuance of approximately 1.2 million shares under our
distribution reinvestment plan, we had sold approximately 20.5 million shares of common stock in our initial public offering, raising
gross offering proceeds of $163.7 million. From this amount, we incurred approximately $16.2 million in selling commissions and
dealer manager fees payable to our dealer manager and approximately $3.3 million in acquisition fees payable to the Advisor. We
have used $118.6 million of the net offering proceeds to acquire properties and reduce notes payable as of December 31, 2011. As of
December 31, 2011, the Advisor and its affiliates had incurred on our behalf organizational and offering costs totaling approximately
$4.5 million, including $0.1 million of organizational costs that have been expensed, and $4.4 million related to offering costs which
reduce net proceeds of our initial public offering.
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Follow-on Public Offering
Our registration statement (SEC File No. 333-155640) for our follow-on public offering of up to 56,250,000 shares of our common
stock at $8.00 per share and up to 21,100,000 additional shares at $7.60 per share pursuant to our distribution reinvestment plan was
declared effective on June 10, 2009. We retained PCC to conduct our follow-on public offering on a best-efforts basis. The aggregate
offering amount of the shares registered for sale in our follow-on public offering is $610.4 million. The offering commenced on
June 10, 2009 and has not terminated. Effective November 23, 2010, we stopped accepting offers to purchase shares of our offering
while our board of directors evaluates strategic alternatives to maximize investor’s value.
As of December 31, 2011, excluding issuance of approximately 1.1 million shares under our distribution reinvestment plan, we had
sold approximately 0.4 million shares of common stock in our follow-on offering, raising gross offering proceeds of $3.4 million.
From this amount, we incurred $0.3 million in selling commissions and dealer manager fees payable to our dealer manager and
approximately $67,000 in acquisition fees payable to the Advisor. As of December 31, 2011, the Advisor and its affiliates had
incurred on our behalf organizational and offering costs totaling approximately $1.1 million which reduce net proceeds of our followon public offering, provided, however, we will have no obligation to reimburse the Advisor for organizational and offering costs
totaling in excess of 3.5% of the gross proceeds of our follow-on offering at the conclusion of the offering.
Equity Compensation Plans
Information about securities authorized for issuance under our equity compensation plans required for this Item is incorporated by
reference from our definitive Proxy Statement to be filed in connection with our 2012 annual meeting of stockholders.
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ITEM 6. SELECTED FINANCIAL DATA
The following should be read with the section titled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and the consolidated financial statements and the notes thereto. The consolidated balance sheet data as of December 31,
2011 and 2010 and the consolidated statements of operations data for the year ended December 31, 2011, 2010 and 2009 have been
derived from the Company’s historical audited consolidated financial statements. The consolidated balance sheet data as of
December 31, 2009, 2008 and 2007 and the consolidated statements of operations data for the years ended December 31, 2008 and
2007 have been derived from the Company’s historical consolidated financial statements adjusted for the impact of subsequent
accounting changes requiring retrospective application, if any.

Balance Sheet Data:
Total assets
Notes payable
Total equity

Statement of Operations Data:
Total revenues
Loss from continuing operations
(Loss) income from discontinued operations
Net loss applicable to common shares

2011

2010

As of December 31,
2009

2008

2007

$ 70,124,000
$ 21,070,000
$ 45,626,000

$138,997,000
$ 26,604,000
$100,970,000

$157,252,000
$ 27,639,000
$115,155,000

$165,104,000
$ 34,381,000
$116,484,000

$129,922,000
$ 35,152,000
$ 60,557,000

2011

2010

Year Ended December 31,
2009

$ 4,720,000
$(29,890,000)
$(24,163,000)
$(52,058,000)

$ 6,146,000
$ (3,915,000)
$
782,000
$ (3,131,000)

$
$
$
$

6,953,000
(9,904,000)
1,793,000
(8,103,000)

$
$
$
$

6,516,000
(2,596,000)
1,144,000
(1,455,000)

$
$
$

$
$
$

(0.45)
0.08
(0.37)

$
$
$

(0.18)
0.08
(0.10)

Basic and diluted (losses) earnings per common
share(1):
Continuing operations
$
Discontinued operations
$
Net loss applicable to common shares
$
Statement of Cash Flows Data:
Net cash (used in) provided by operating
activities
Net cash provided by (used in) investing
activities
Net cash (used in) provided by financing
activities
Other Data:
Distributions declared
Distributions declared per common share
Weighted-average number of common shares
outstanding – basic and diluted(1)

(1.30)
(0.96)
(2.26)

(0.17)
0.03
(0.14)

2008

2007

$ 2,566,000
$ (2,899,000)
$
295,000
$ (2,601,000)

$
$
$

(0.41)
0.04
(0.37)

$ (1,669,000)

$ 2,302,000

$ 2,888,000

$ 2,541,000

$ (1,156,000)

$ 34,006,000

$ (3,740,000)

$ (10,708,000)

$ (11,973,000)

$ (84,799,000)

$(16,868,000)

$ (15,221,000)

$

212,000

$ 29,065,000

$ 81,562,000

$
$

914,000
0.04

$ 10,211,000
$
0.45

$ 10,644,000
$
0.48

$ 7,269,000
$
0.47

$ 3,196,000
$
0.43

23,031,830

22,921,142

21,806,219

14,241,215

7,070,155

(1) Basic and diluted loss from continuing operations per common share, basic and diluted (loss) income from discontinued
operations per common share, and basic and diluted net loss per common share are based upon the weighted-average number of
shares of common stock outstanding. All per-share computations have been adjusted to reflect the common stock dividends for
all periods presented.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
The following discussion should be read in conjunction with our consolidated financial statements and related notes appearing
elsewhere in this Form 10-K. See also the “Special Note about Forward-Looking Statements” preceding Item 1 of this report.
Overview
We were incorporated on October 22, 2004 for the purpose of engaging in the business of investing in and owning commercial real
estate. On January 6, 2006, we commenced a public offering of a minimum of 125,000 shares and a maximum of 55,400,000 shares
of our common stock, consisting of 44,400,000 shares for sale to the public and 11,000,000 shares for sale pursuant to our distribution
reinvestment plan. We stopped making offers under our initial public offering on June 1, 2009 upon raising gross offering proceeds of
approximately $172.7 million from the sale of approximately 21.7 million shares, including shares sold under the distribution
reinvestment plan. On June 10, 2009, the SEC declared our follow-on offering effective and we commenced a follow-on offering of
up to 77,350,000 shares of our common stock, consisting of 56,250,000 shares for sale to the public and 21,100,000 shares for sale
pursuant to our dividend reinvestment plan.
On November 23, 2010, we informed our investors of several decisions made by the board of directors for the health of our REIT.
The Offering. Effective November 23, 2010, we stopped making and accepting offers to purchase shares of our stock while our
board of directors evaluates strategic alternatives to maximize value.
Suspension of Distribution Reinvestment Plan. Our offerings included a distribution reinvestment plan under which our
stockholders could elect to have all or a portion of their distributions reinvested in additional shares of our common stock. Consistent
with the above decision with respect to the offerings, we suspended our distribution reinvestment plan effective on December 14,
2010. All distributions paid after December 14, 2010 have been and will be made in cash.
Distributions. Effective December 1, 2010, our board of directors resolved to reduce distributions on our common stock to a current
annualized rate of $0.08 per share (1% based on a share price of $8.00), from the prior annualized rate of $0.48 per share (6% based
on a share price of $8.00), in order to preserve capital that may be needed for capital improvements, debt repayment or other
corporate purposes. Distributions at this rate were declared for the first and second quarters of 2011. Further, in June 2011, the board
decided, based on the financial position of the Company, to suspend the declaration of further distributions and to defer the payment
of the second quarter 2011 distribution, which was paid in December 2011. No distributions have been declared for periods after
June 30, 2011. The rate and frequency of distributions is subject to the discretion of our board of directors and may change from time
to time based on our operating results and cash flow.
Stock Repurchase Program. After careful consideration of the proceeds that will be available from our distribution reinvestment
plan in 2010, and an assessment of our expected capital expenditures, tenant improvement costs and other costs and obligations
related to our investments, our board of directors concluded that we will not have sufficient funds available to us to prudently fund
any redemptions during 2011. Accordingly, our board of directors approved an amendment to our stock repurchase program to
suspend redemptions under the program, effective December 31, 2010. We can make no assurances as to when and on what terms
redemptions will resume. The share redemption program may be amended, resumed, suspended again, or terminated at any time
based in part on our cash and debt position.
We used the net proceeds from our initial public offering to invest primarily in multi-tenant industrial real estate located in major
metropolitan markets in the United States. If we resume our follow-on offering, we intend to use the net proceeds from our follow-on
offering to acquire additional real estate investments and pay down temporary acquisition financing on our existing assets.
As of December 31, 2011, we had raised $167.1 million of gross proceeds from the sale of 20.9 million shares of our common stock
in our initial public offering and follow-on offering and had acquired thirteen properties, four of which were sold during 2011. Our
revenues, which are comprised largely of rental income, include rents reported on a straight-line basis over the initial term of the
lease. Our growth depends, in part, on our ability to increase rental income and other earned income from leases by increasing rental
rates and occupancy levels and control operating and other expenses. Our operations are impacted by property-specific, marketspecific, general economic and other conditions.
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Our board of directors continues to evaluate and implement strategic alternatives to reposition the company and preserve and increase
shareholders’ value. Specifically, we sold the Goldenwest property in June 2011 for gross proceeds of $9.4 million and made a
principal payment of $7.8 million on the HSH Nordbank credit facility. Additionally, we sold the Mack Deer Valley and Pinnacle
Park Business Center properties in November 2011 for gross proceeds of approximately $23.9 million. The proceeds were used, in
part, to pay down the remaining balance of the HSH Nordbank credit facility. In December 2011, we sold the 2111 South Industrial
Park property for gross proceeds of $0.9 million. The proceeds were used to pay down the Wells Fargo Bank, National Association
loan. Furthermore, in February 2012, we amended our loan agreement with Wells Fargo Bank, National Association. The
amendment, executed upon our making a $7.5 million principal payment, extended the maturity date of the loan from February 13,
2012 to February 13, 2014 and reduced the interest rate from 300 basis points over one-month LIBOR to 200 basis points over onemonth LIBOR, with the LIBOR floor remaining fixed at 150 basis points. We are continuing to pursue options for repaying our debt,
including asset sales.
Market Outlook — Real Estate and Real Estate Finance Markets
Beginning in 2010, and continuing during 2011, significant and widespread concerns about credit risk and access to capital
experienced during 2009 began to subside. However, uncertainties created by a sluggish U.S. economy and global economic
problems have depressed real estate demand. Increased trade volume in 2010 spurred some increase in leasing activity in select west
coast industrial markets. However, if economic uncertainty persists, we may continue to experience significant vacancies and expect
to be required to reduce rental rates on occupied space.
Despite recent positive economic indicators, both the national and most global economies have experienced continued volatility
throughout 2010 and 2011. These conditions, combined with stagnant business activity and low consumer confidence, have resulted
in a challenging operating environment in 2011.
As a result of the decline in general economic conditions, the U.S. commercial real estate industry has experienced deteriorating
fundamentals across most major property types and most geographic markets. These market conditions have and will likely continue
to have a significant impact on our real estate investments. In addition, these market conditions have impacted our tenants’
businesses, which makes it more difficult for them to meet current lease obligations and places pressure on them to negotiate
favorable lease terms upon renewal in order for their businesses to remain viable. Increases in rental concessions given to retain
tenants and maintain our occupancy level, which is vital to the continued success of our portfolio, has resulted in lower current cash
flows from operations. Projected future declines in rental rates, slower or potentially negative net absorption of leased space and
expectations of future rental concessions, including free rent to retain tenants who are up for renewal or to sign new tenants, are
expected to result in additional decreases in cash flows from operations.
Until market conditions are more stable, we expect to continue to limit capital expenditures, focusing on those capital expenditures
that preserve value and/or generate rental revenue. However, if we experience an increase in vacancies, we may incur costs to re-lease
properties and pay leasing commissions.
Results of Operations
During 2011, we owned thirteen properties, four of which were sold during the course of the year. As of December 31, 2011, we
owned nine properties. These properties were acquired from June of 2006 through August 2010. During 2011, we owned nine
properties for a full year, one property for five and one-half months, two properties for eleven months, and one property for eleven
and one-half months. In June 2011, we sold the Goldenwest property for gross proceeds of approximately $9.4 million. In November
2011, we sold the Mack Deer Valley and Pinnacle Park Business Center properties for gross proceeds of approximately $23.9 million.
In December 2011, we sold the 2111 South Industrial Park property for gross proceeds of $0.9 million. During 2010, we owned
twelve properties for a full year and one property for five months. During 2009, we owned twelve properties for the full year.
Accordingly, the results of our operations for the years ended December 31, 2011, 2010 and 2009 are for the most part comparable.
In May 2008, we agreed to loan up to $10.0 million at a rate of 10% per year to two real estate operating companies, Servant
Investments, LLC and Servant Healthcare Investments, LLC (collectively, “Servant”). In May 2010, the loan commitments were
reduced to $8.75 million. The loans were scheduled to mature on May 19, 2013. At the time the loans were negotiated, Servant was a
party to an alliance with the managing member of our Advisor. On a quarterly basis, we evaluate the collectability of our notes
receivable. Our evaluation of collectability involves judgment, estimates, and a review of the underlying collateral and borrower’s
business models and future cash flows from operations. During the third quarter of 2009, we concluded that the collectability of the
Servant Investments, LLC (“Servant Investments”) note could not be reasonably assured. Therefore, we recorded a reserve of $4.6
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million against the note balance. As of December 31, 2011 and 2010, the Servant Investments note receivable had a net balance of $0.
It is our policy to recognize interest income on the reserved loan on a cash basis. In the second quarter of 2011, after evaluating the
expected effects of changes in the borrower’s business prospects, including the uncertainty surrounding Servant’s realization of the
fees pursuant to the sub-advisory agreement, we concluded that it was probable that the Company would be unable to collect all
amounts due according to the terms of the Servant Healthcare, LLC (“Servant Healthcare”) note and consequently, we recorded a
note receivable impairment of $1.7 million against the balance of that note.
In December 2011, the notes receivable were restructured to provide for the settlement of the notes in the amount of $2.5 million,
$1.5 million of which was received from the borrower in December 2011. The remaining $1.0 million is payable pursuant to a
promissory note providing for interest at a fixed rate of 5.00% per annum. A principal payment of $0.7 million, plus any accrued and
unpaid interest, is due on December 22, 2013 and the remaining balance of $0.3 million, plus any accrued and unpaid interest, is due
on December 22, 2014. The note receivable was recorded at its present value of $0.9 million on our consolidated balance sheet as of
December 31, 2011.
On January 22, 2009, we made a $14.0 million acquisition bridge loan to Caruth Haven L.P, a Delaware limited partnership that was
a wholly-owned subsidiary of Cornerstone Healthcare Plus REIT, Inc., a publicly offered, non-traded REIT sponsored by affiliates of
our sponsor. The loan was to mature on January 21, 2010 subject to the borrower’s right to repay the loan, in whole or in part, on or
before January 21, 2010 without incurring any prepayment penalty. On December 16, 2009, Caruth Haven L.P. repaid the full loan
amount.
On December 14, 2009, we made a participating first mortgage loan commitment of $8.0 million to Nantucket Acquisition LLC, a
Delaware limited liability company managed by Cornerstone Ventures Inc., an affiliate of our Advisor, in connection with Nantucket
Acquisition’s purchase of a 60-unit senior living community known as Sherburne Commons located on the island of Nantucket, MA.
The loan matures on January 1, 2015, with no option to extend and bears interest at a fixed rate of 8.0% for the term of the loan.
Interest will be paid monthly with principal due at maturity. In addition, under the terms of the loan, we are entitled to receive
additional interest in the form of a 40% participation in the “shared appreciation” of the property, which is calculated based on the net
sales proceeds if the property is sold, or the property’s appraised value, less ordinary disposition costs, if the property has not been
sold by the time the loan matures. Prepayment of the loan is not permitted without our consent and the loan is not assumable. We
determined at the time of the investment that Nantucket Acquisition LLC was a variable interest entity (“VIE”). Leasing activity at
Sherburne Commons has been lower than originally anticipated and to preserve cash flow for operating requirements, the borrower
suspended interest payments to us beginning in the first quarter of 2011. Consequently, we issued a notice of default to the borrower
on June 30, 2011. As a result of these developments, we determined that we were the primary beneficiary of the VIE. Therefore, we
began consolidating the operations of Nantucket Acquisition LLC as of June 30, 2011.
Prior to the third quarter of 2011, we operated in one reportable segment: Industrial. As of September 30, 2011, we operated in two
reportable business segments for management and internal financial reporting purposes: Industrial and Senior Housing. These
operating segments represent the segments for which separate financial information is available and for which operating results are
evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing performance. Our
Senior Housing segment consisted solely of the operations of the Sherburne Commons property, a senior-living facility owned by
Nantucket Acquisition LLC and a VIE that we consolidated on June 30, 2011 as a result of our becoming the primary beneficiary of
the entity (see Note 7).
In October 2011, we reclassified the Sherburne Commons property as held for sale (see Note 13) and the results of its operations have
been reported in discontinued operations. Therefore, as of and for the year ended December 31, 2011, we report our operations under
one reportable segment: Industrial. Our Industrial segment consists of nine multi-tenant industrial properties offering a combination
of warehouse and office space adaptable to a broad range of tenants and uses typically catering to local and regional businesses (see
Note 14).
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Year Ended December 31, 2011 Compared to Year Ended December 31, 2010
Years Ended
December 31,
$ Change

%
Change

2011

2010

Rental revenues, tenant reimbursements & other
income
Property operating and maintenance
Net operating income(1)

$ 4,304,000
(1,635,000)
2,669,000

$ 4,757,000
(1,650,000)
3,107,000

$

(453,000)
15,000
(438,000)

(9.5%)
(0.9%)
(14.1%)

Interest income from notes receivable
General and administrative
Asset management fees and expenses
Real estate acquisition costs
Depreciation and amortization
Impairment of notes receivable
Impairment of real estate
Interest expense, net
Loss from continuing operations
(Loss) income from discontinued operations
Net loss
Noncontrolling interests’ share in losses
Net loss applicable to common shares

416,000
(2,834,000)
(1,489,000)
—
(1,839,000)
(1,442,000)
(23,644,000)
(1,727,000)
(29,890,000)
(24,163,000)
(54,053,000)
1,995,000
$(52,058,000)

1,389,000
(2,163,000)
(1,654,000)
(52,000)
(2,139,000)
—
(1,250,000)
(1,153,000)
(3,915,000)
782,000
(3,133,000)
2,000
$(3,131,000)

(973,000)
(671,000)
165,000
52,000
300,000
(1,442,000)
(22,394,000)
(574,000)
(25,975,000)
(24,945,000)
(50,920,000)
1,993,000
$(48,927,000)

(70.1%)
31.0%
(10.0%)
(100.0%)
(14.0%)
N/A
1,791.5%
49.8%
663.5%
(3,189.9%)
1,625.3%
99,650.0%
1,562.7%

(1) Net operating income (“NOI”) is a non-GAAP supplemental measure used to evaluate the operating performance of real estate
properties. We define NOI as total rental revenues, tenant reimbursements and other income less property operating and
maintenance expenses. NOI excludes interest income from notes receivable, general and administrative expense, asset
management fees and expenses, real estate acquisition costs, depreciation and amortization, impairments, interest income,
interest expense, and income from discontinued operations. We believe NOI provides investors relevant and useful information
because it measures the operating performance of the REIT’s real estate at the property level on an unleveraged basis. We use
NOI to make decisions about resource allocations and to assess and compare property-level performance. We believe that net
income (loss) is the most directly comparable GAAP measure to NOI. NOI should not be viewed as an alternative measure of
operating performance to net income (loss) as defined by GAAP since it does not reflect the aforementioned excluded items.
Additionally, NOI as we define it may not be comparable to NOI as defined by other REITs or companies, as they may use
different methodologies for calculating NOI. See Note 14 for a summary table reconciling NOI from net loss.
Rental revenues, tenant reimbursements and other income decreased to approximately $4.3 million for the year ended December 31,
2011 from approximately $4.8 million for the year ended December 31, 2010. The decrease is due to lower average lease rental rates
and longer lease-up periods for vacant units as a result of the current economic environment, partially offset by approximately
$44,000 of revenue from the acquisition of the 1830 Santa Fe property in the third quarter of 2010.
Property operating and maintenance costs of $1.6 million were comparable for the years ended December 31, 2011 and December 31,
2010 primarily due to an increase in property taxes of $0.1 million offset by lower bad debt recovery and legal collection fees
expense.
Interest income from notes receivable decreased to $0.4 million for the year ended December 31, 2011 from $1.4 million for the year
ended December 31, 2010. The decrease is due to non-payment of interest on a note receivable from Servant Investments, LLC and
the note receivable from related party from Nantucket Acquisition LLC.
General and administrative expense was $2.8 million for the year ended December 31, 2011 and $2.2 million for the year ended
December 31, 2010, respectively. The increase was primarily due to increased legal fees, audit fees, professional fees, allocations, and
insurance expense.
Asset management fees decreased to $1.5 million for the year ended December 31, 2011 from $1.7 million for the year ended
December 31, 2010. The lower asset management fees are due to the sale of four properties in 2011 combined with a reduction in the
annual asset management fee basis from 1.0% to 0.75% of the Average Invested Assets (as defined in the Advisory Agreement).
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Real estate acquisition costs decreased to $0 for the year ended December 31, 2011 from $52,000 for the year ended December 31,
2010. Acquisition fees are external costs incurred to acquire an investment in real estate and/or incurred based on proceeds raised in
our public offering. The decrease is a result of suspending our public offering in November 2010 and the acquisition costs of the 1830
Santa Fe property in the third quarter of 2010.
Depreciation and amortization decreased to approximately $1.8 million for the year ended December 31, 2011 from approximately
$2.1 million for the year ended December 31, 2010, largely as a result of property impairments recorded during 2010 and in the
second quarter of 2011.
Impairment of notes receivable increased to $1.4 million for the year ended December 31, 2011 from $0 for the year ended
December 31, 2010. This increase is attributed to the Servant Healthcare Investments, LLC (“SHI”) note receivable that was
determined to be impaired by approximately $1.7 million in the second quarter of 2011, partially offset by a $0.2 million write-up as a
result of executing a settlement agreement with SHI and Servant Investments, LLC in the fourth quarter of 2011.
Impairment of real estate increased to $23.6 million for the year ended December 31, 2011 from $1.3 million for the year ended
December 31, 2010 as a result of the continued negative impact of economic conditions on our real estate investments.
Interest expense increased to $1.7 million for the year ended December 31, 2011 from $1.2 million for the year ended December 31,
2010, due primarily to financing costs incurred as a result of amending and extending the HSH Nordbank credit agreement and the
Wells Fargo Bank loan agreement during 2011, combined with higher interest rates on both facilities.
The (loss) income from discontinued operations represents the results of operations for properties sold or classified as held for sale in
accordance with ASC 360-10, Property, Plant and Equipment. Additionally, all prior periods presented for these properties were
reclassified to discontinued operations for presentation purposes. During 2011, we sold our 15172 Goldenwest Circle, Mack Deer
Valley, Pinnacle Park Business Center, and 2111 South Industrial Park properties to third parties and classified our VIE as held for
sale. Loss from discontinued operations was $24.2 million for the year ended December 31, 2011 compared to income from
discontinued operations of $0.8 million for the year ended December 31, 2010. The net change is primarily due to $24.9 million of
impairments offset by $0.7 million of income from discontinued operations for the year ended December 31, 2011 compared to $0.8
million of impairments offset by $1.6 million of income from discontinued operations for the year ended December 31, 2010. The
decrease in income from discontinued operations is primarily due to lower occupancy, lower average lease rental rates and longer
lease-up periods for vacant units as a result of the current economic environment.
Year Ended December 31, 2010 Compared to Year Ended December 31, 2009
Years Ended
December 31,
2010

2009

$ Change

Rental revenues, tenant reimbursements & other
income
Property operating and maintenance
Net operating income(1)

$ 4,757,000
(1,650,000)
3,107,000

$ 5,645,000
(2,330,000)
3,315,000

$ (888,000)
680,000
(208,000)

(15.7%)
(29.2%)
(6.3%)

Interest income from notes receivable
General and administrative
Asset management fees and expenses
Real estate acquisition costs
Depreciation and amortization
Impairment of notes receivable
Impairment of real estate
Interest expense, net
Loss from continuing operations
Income from discontinued operations
Net loss
Noncontrolling interests’ share in losses
Net loss applicable to common shares

1,389,000
(2,163,000)
(1,654,000)
(52,000)
(2,139,000)
—
(1,250,000)
(1,153,000)
(3,915,000)
782,000
(3,133,000)
2,000
$(3,131,000)

1,308,000
(1,608,000)
(1,822,000)
(430,000)
(2,468,000)
(4,626,000)
(2,360,000)
(1,213,000)
(9,904,000)
1,793,000
(8,111,000)
8,000
$(8,103,000)

81,000
(555,000)
168,000
378,000
329,000
4,626,000
1,110,000
60,000
5,989,000
(1,011,000)
4,978,000
(6,000)
$ 4,972,000

6.2%
34.5%
(9.2%)
(87.9%)
(13.3%)
(100.0%)
(47.0%)
(4.9%)
(60.5%)
(56.4%)
(61.4%)
(75.0%)
(61.4%)

% Change

(1) Net operating income (“NOI”) is a non-GAAP supplemental measure used to evaluate the operating performance of real estate
properties. We define NOI as total rental revenues, tenant reimbursements and other income less property operating and
maintenance expenses. NOI excludes interest income from notes receivable, general and administrative expense, asset
management fees and expenses, real estate acquisition costs, depreciation and amortization, impairments, interest income,
interest expense, and income from discontinued operations. We believe NOI provides investors relevant and useful information
because it measures the operating performance of the REIT’s real estate at the property level on an unleveraged basis. We use

NOI to make decisions about resource allocations and to assess and compare property-level performance. We believe that net
income (loss) is the most directly comparable GAAP measure to NOI. NOI should not be viewed as an alternative measure of
operating performance to net income (loss) as defined by GAAP since it does not reflect the aforementioned excluded items.
Additionally, NOI as we define it may not be comparable to NOI as defined by other REITs or companies, as they may use
different methodologies for calculating NOI. See Note 14 for a summary table reconciling NOI from net loss.
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Rental revenues, tenant reimbursements and other income decreased to approximately $4.8 million for the year ended December 31,
2010 from approximately $5.6 million for the year ended December 31, 2009. The decrease is due to a lower overall occupancy rate
of 66.6% for the year ended December 31, 2010 as compared to 70.8% for the year ended December 31, 2009, lower average lease
rental rates and longer lease-up periods for vacant units as a result of the current economic environment, partially offset by
approximately $44,000 of revenue from the acquisition of the 1830 Santa Fe property in the third quarter of 2010.
Property operating and maintenance costs decreased to approximately $1.7 million for the year ended December 31, 2010 from
approximately $2.3 million for the year ended December 31, 2009. The decrease is primarily due to a decrease in bad debt expense
and collection costs, largely due to settlements collected from former tenants, and a $0.1 million decrease in property taxes as a result
of property tax appeals, partially offset by a $30,000 increase in costs associated with property tax appeals.
Interest income from notes receivable increased to $1.4 million for the year ended December 31, 2010 from $1.3 million for the year
ended December 31, 2009. The increase was primarily attributed to advances made on both the Servant Healthcare Investments, LLC
note receivable and the Nantucket Acquisition LLC note receivable during 2010 which resulted in higher average outstanding
balances on the notes compared to 2009 and incremental interest income of $0.1 million and $0.6 million, on both notes respectively.
Additionally, we received incremental interest income of $0.3 million during 2010 from the Servant Investments, LLC note
receivable. The incremental interest income received was offset by the absence of $0.8 million of interest income from the Caruth
Haven, L.P. note which was repaid in December 2009 and lower loan fee amortization of $0.1 million.
General and administrative expense increased to approximately $2.2 million for the year ended December 31, 2010 from
approximately $1.6 million for the year ended December 31, 2009. The increase is primarily due to Advisor cost reimbursements
associated with executive management, accounting and finance and investor relations services provided in 2010 and higher audit, tax,
legal fees and other professional fees.
Asset management fees and expenses decreased to approximately $1.7 million for the year ended December 31, 2010 from
approximately $1.8 million for the year ended December 31, 2009. The decrease is due to a one-time charge related to asset
management expenses recorded in the fourth quarter of 2009.
Real estate acquisition costs decreased to less than $52,000 for the year ended December 31, 2010 from $0.4 million for the year
ended December 31, 2009 largely as a result of lower acquisition fee reimbursements to the Advisor due to lower amounts of equity
raised, offset by the acquisition costs associated with the purchase of the 1830 Santa Fe property.
Depreciation and amortization decreased to approximately $2.1 million for the year ended December 31, 2010 from approximately
$2.5 million for the year ended December 31, 2009, largely as a result of property impairments recorded during 2009.
A note receivable impairment of approximately $4.6 million was recorded for the year ended December 31, 2009. There was no
impairment required in 2010. The 2009 impairment was based on our evaluation of the collectability of the Servant Investments, LLC
note receivable in the third quarter of 2009. Our evaluation of collectability involves judgment, estimates and a review of the
underlying collateral and borrower’s business models and their future operations. Changes in the economic environment and market
conditions have delayed the planned business initiatives of the borrower, and we concluded that collectability cannot be reasonably
assured.
Impairment of real estate decreased to approximately $1.3 million for the year ended December 31, 2010 from $2.4 million for the
year ended December 31, 2009. The impairment charges represent adjustments to reflect the decline in the market value of our real
estate properties, based on current occupancy and rental rates.
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Interest expense was comparable to the prior year.
Discontinued operations – In 2011, we sold Mack Deer Valley, Pinnacle Park Business Center, 2111 South Industrial Park and the
15172 Goldenwest Circle properties to third parties. Therefore, we classified these properties as held for sale in accordance with ASC
360-10, Property, Plant and Equipment. Their results of operations were reclassified to discontinued operations for all periods
presented. For the year ended December 31, 2010, income from discontinued operations was $0.8 million compared to $1.8 million
for the year ended December 31, 2009. The decrease was primarily due to overall lower occupancies at these properties and real estate
impairments of $0.8 million in 2010.
Liquidity and Capital Resources
On November 23, 2010, our board of directors made a decision to stop making or accepting offers to purchase shares of our stock in
our follow-on offering while evaluating strategic alternatives to maximize value and preserve the capital of our stockholders. During
this time, we expect the primary sources of cash to be rental revenues, tenant reimbursements and interest income. In addition, we
may receive sources of cash through the sale of additional properties. We expect our primary uses of cash to be for the repayment of
principal on notes payable, payment of tenant improvements and leasing commissions, operating expenses, interest expense on
outstanding indebtedness, advances to our VIE to fund operating shortfalls, and cash distributions. Operating expenses are expected to
exceed operating revenues over the next twelve months. We plan to fund this operating shortfall from available cash and the net
proceeds from property sales.
On January 6, 2006, we commenced an initial public offering of up to 55,400,000 shares of our common stock, consisting of
44,400,000 shares for sale pursuant to a primary offering and 11,000,000 shares for sale pursuant to our distribution reinvestment
plan. We stopped making offers under our initial public offering on June 1, 2009. On June 10, 2009, we commenced a follow-on
offering of up to 77,350,000 shares of our common stock, consisting of 56,250,000 shares for sale pursuant to a primary offering and
21,100,000 shares for sale pursuant to our dividend reinvestment plan. As of December 31, 2011, a total of approximately
20.9 million shares of our common stock had been sold in our combined offerings for aggregate gross proceeds of approximately
$167.1 million. Our board of directors is currently evaluating strategic alternatives for our follow-on offering, but we do not expect
our follow-on offering to be a material source of capital until such evaluation is completed.
As of December 31, 2011, we had approximately $17.4 million in cash and cash equivalents on hand.
Credit Facilities and Loan Agreements
As of December 31, 2011, we had total debt obligations of $21.1 million that mature in February 2012 and November 2014. Of this
amount, $14.4 million was outstanding on a loan agreement with Wells Fargo Bank, National Association (“Wells Fargo Bank”).
In July 2011, we amended our credit facility with HSH Nordbank AG, New York Branch (“HSH Nordbank”) to extend the maturity
date of the loan to December 16, 2011. As part of the amendment, HSH Nordbank eliminated principal payments scheduled to be
made in the third quarter of 2011 and the requirement to maintain a minimum amount of cash and cash equivalents. This credit
facility was repaid in its entirely on November 28, 2011 with proceeds from the sale of the Mack Deer Valley and Pinnacle Park
Business Center properties (see Notes 11 and 13).
In August 2011, we amended our Wells Fargo Bank, National Association (“Wells Fargo Bank”) loan agreement to extend the
maturity date to February 13, 2012. In connection with this amendment, the 2111 South Industrial Park property and Shoemaker
Industrial Buildings were added to the loan collateral, and we made a principal payment of $0.5 million. The terms of the amended
loan provide for two one-year extensions, subject to meeting certain loan-to-value and debt service coverage ratios and require
monthly principal payments. Interest on the amended loan increased to 300 basis points over one-month LIBOR with a 150 basis
point LIBOR floor.
In December 2011, in connection with the sale of the 2111 South Industrial Park property (see Note 13), we made a principal payment
of approximately $0.9 million.
In February 2012, we amended our loan agreement with Wells Fargo Bank to extend the maturity date to February 13, 2014. In
connection with this amendment, we made a principal payment of $7.5 million, reducing the outstanding principal amount of our
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obligations under the loan agreement from $14.3 million to $6.8 million as of February 13, 2012, and paid fees and expenses totaling
approximately $65,000. The interest rate on the amended loan decreased from 300 basis points over one-month LIBOR to 200 basis
points over one-month LIBOR, with the one-month LIBOR floor remaining fixed at 150 basis points. Any amounts repaid under the
loan agreement may not be re-borrowed. All other terms of the loan agreement remain in full force and effect.
Short Term Liquidity Requirements
In addition to the capital requirements for recurring capital expenditures, tenant improvements and leasing commissions, we may
have to incur expenditures for renovations of our properties, such as increasing the size of the properties by developing additional
rentable square feet and/or making the space more appealing to potential industrial tenants.
We sold three properties in the fourth quarter of 2011 and currently have one property listed for sale to monetize our interest in our
VIE, and we have amended our loan agreement with Wells Fargo Bank in February 2012. We continue to pursue options for repaying
our debt obligations, including asset sales. We believe that our cash and cash equivalents totaling $17.4 million as of December 31,
2011 will allow us to meet our obligations during the twelve months ending December 31, 2012. We expect to fund our short-term
liquidity requirements primarily from available cash and future net sales proceeds.
Distributions
Effective December 1, 2010, our board of directors resolved to reduce distributions on our common stock to a current annualized rate
of $0.08 per share (1% based on a share price of $8.00), from the prior annualized rate of $0.48 per share (6% based on a share price
of $8.00), in order to preserve capital that may be needed for capital improvements, debt repayment or other corporate purposes.
Distributions at this rate were declared for the first and second quarters of 2011. In June 2011, the board decided, based on the
financial position of the Company, to suspend the declaration of further distributions and to defer the payment of the second quarter
2011 distribution, which was paid in December 2011. No distributions have been declared for periods after June 30, 2011. The rate
and frequency of distributions is subject to the discretion of our board of directors and may change from time to time based on our
operating results and cash flow.
Organization and offering costs
As of December 31, 2011, our Advisor and its affiliates had incurred on our behalf organizational and offering costs totaling
approximately $5.6 million, including approximately $0.1 million of organizational costs that was expensed and approximately
$5.5 million of offering costs which reduced the net proceeds of our offerings. Of this amount, $4.4 million reduced the net proceeds
of our initial public offering and $1.1 million reduced the net proceeds of our follow-on offering.
In no event will we have any obligation to reimburse the Advisor for these costs totaling in excess of 3.5% of the gross proceeds from
our public offerings at the conclusion of the offerings. As of December 31, 2011, we had reimbursed our Advisor a total of
$4.5 million in organizational and offering costs for our initial public offering and $1.1 million in organizational and offering costs for
our follow-on offering.
At times during our offering stage, the amount of organization and offering costs that we incur, or that the Advisor and its affiliates
incur on our behalf, may exceed 3.5% of the gross offering proceeds then raised, but our Advisor has agreed to reimburse us to the
extent that our organization and offering costs exceed this 3.5% limitation at the conclusion of our offerings. In addition, the Advisor
will pay all of our organization and offering costs that, when combined with the sales commissions and dealer manager fees that we
incur exceed 13.5% of the gross proceeds from our public offerings. On November 23, 2010, we stopped making and accepting offers
to purchase shares of our stock while our board of directors evaluates strategic alternatives to maximize stockholder value.
We will not rely on advances from the Advisor to acquire properties, but the Advisor and its affiliates may loan funds to special
purpose entities that may acquire properties on our behalf pending our raising sufficient proceeds from our public offerings to
purchase the properties from the special purpose entity.
In recent years, financial markets have experienced unusual volatility and uncertainty and liquidity has tightened in all financial
markets, including the debt and equity markets. Our ability to repay or refinance debt could be adversely affected by an inability to
secure financing at reasonable terms, if at all.
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Other than the financial market conditions discussed above and market conditions discussed under the caption “Market Outlook—
Real Estate and Real Estate Finance Markets,” we are not aware of any material trends or uncertainties, favorable or unfavorable,
affecting real estate generally, which we anticipate may have a material impact on either capital resources or the revenues or income
to be derived from the operation of real estate properties.
Election as a REIT
We elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended, for the year ended December 31, 2006.
Under the Internal Revenue Code of 1986, we are not subject to federal income tax on income that we distribute to our stockholders.
REITs are subject to numerous organizational and operational requirements in order to avoid taxation as a regular corporation,
including a requirement that they generally distribute at least 90% of their annual ordinary taxable income to their stockholders. If we
fail to qualify for taxation as a REIT in any year, our income will be taxed at regular corporate rates, and we may be precluded from
qualifying for treatment as a REIT for the four-year period following our failure to qualify. Our failure to qualify as a REIT could
result in us having a significant liability for taxes.
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Other Liquidity Needs
Property Acquisitions
Our ability to purchase properties in the next twelve months is dependent on our ability to raise additional equity capital or sell
existing properties and our ability to obtain debt financing, if required. We expect to have expenditures for capital improvements,
tenant improvements and leasing commissions in the next twelve months. However, those amounts cannot be estimated at this time
and we cannot assure that we will have sufficient funds to make capital expenditures at all.
Debt Service Requirements
HSH Nordbank AG
We amended our credit agreement with HSH Nordbank AG, New York Branch (“HSH Nordbank”) in a series of amendments
extending the credit facility maturity date from September 20, 2010 to December 16, 2011. As a part of these amendments, we made a
principal reduction payment and paid extension fees.
The July 2011 amendment to this credit agreement extended the maturity date from September 30, 2011 to December 16, 2011 and
increased the margin spread over LIBOR from a range of 350 to 375 basis points to a fixed 375 basis points from June 1, 2011 to
September 30, 2011 and to 400 basis points from October 1, 2011 to the maturity date. Additionally, this amendment eliminated our
requirement to make principal reduction payments of $0.3 million in July, August, and September 2011, respectively. In connection
with this extension and the sale of the Goldenwest property (see Note 13), we made a principal payment of $7.8 million.
On November 28, 2011, this loan was repaid in its entirety with a portion of the proceeds from the sale of the Mack Deer Valley and
Pinnacle Park Business Center properties. As of December 31, 2011 and 2010, the outstanding principal amount of our obligations
under the credit agreement was $0 and $13.1 million, respectively. The weighted average interest rate as of December 31, 2010 was
2.11%.
Wells Fargo Bank, National Association
On November 13, 2007, we entered into a loan agreement with Wells Fargo Bank, successor-by-merger to Wachovia Bank, N.A., to
facilitate the acquisition of properties during our offering period. The terms of the loan agreement provided for a borrowing amount
of up to $22.4 million, which was reduced to $15.9 million as of November 30, 2009, at an interest rate of 140 basis points over onemonth LIBOR, secured by specified real estate properties. The loan agreement had a maturity date of November 13, 2010, and
provided for prepayment without penalty. Through a series of amendments executed through June 30, 2011, we extended the maturity
date from November 13, 2010 to August 13, 2011.
On August 12, 2011, the loan agreement was amended to extend the maturity to February 13, 2012. In connection with this
amendment, the 2111 South Industrial Park property and Shoemaker Industrial Buildings were added to the loan collateral, and we
made a principal payment of $0.5 million. The terms of the amended loan provide for two one-year extensions, subject to meeting
certain loan-to-value and debt service coverage ratios and require monthly principal payments. Interest on the amended loan increased
to 300 basis points over one-month LIBOR with a 150 basis point LIBOR floor.
On December 22, 2011, in connection with the sale of the 2111 South Industrial Park property (see Note 13), we made a principal
payment of approximately $0.9 million.
54

As of December 31, 2011 and December 31, 2010, we had net borrowings of approximately $14.4 million and $15.9 million under
the loan agreement, respectively. The weighted average interest rate as of December 31, 2011 and December 31, 2010 was 2.54% and
1.66%, respectively. The loan agreement contains various reporting covenants, including providing periodic balance sheets,
statements of income and expenses of borrower and each guarantor, statements of income and expenses and changes in financial
position of each secured property and cash flow statements of borrower and each guarantor. As of December 31, 2011, we were in
compliance with all financial covenants. On February 13, 2012, the loan agreement was amended to extend the maturity to
February 13, 2014 (see Note 17).
Transamerica Life Insurance Company
In connection with our acquisition of Monroe North Commerce Center, on April 17, 2008, we entered into an assumption and
amendment of note, mortgage and other loan documents (the “Loan Assumption Agreement”) with Transamerica Life Insurance
Company (“Transamerica”). Pursuant to the Loan Assumption Agreement, we assumed the outstanding principal balance of
approximately $7.4 million on the Transamerica secured mortgage loan. The loan matures on November 1, 2014 and bears interest at
a fixed rate of 5.89% per annum. As of December 31, 2011 and 2010, we had an outstanding balance of $6.7 million and $6.9 million,
respectively, under this loan agreement. This Loan Assumption Agreement contains various reporting covenants including an annual
income statement, rent roll, operating budget and a narrative summary of leasing prospects for vacant spaces. As of December 31,
2011, we were in compliance with all reporting covenants. The monthly payment on this loan is approximately $50,370.
Contractual Obligations
The following table reflects our contractual obligations as of December 31, 2011:

Contractual Obligations

Notes payable (1)
Interest expense related to long term debt (2)
Below-market ground lease (3)(4)

Total

$21,070,000
$ 1,172,000
$ 4,183,000

Payment due by period
Less than
1 year
1-3 years

$14,606,000
$ 466,000
$
—

$6,464,000
$ 706,000
$ 22,000

4-5 years

More than
5 years

$ —
$ —
$46,000

$
—
$
—
$4,115,000

(1) This represents the sum of loan agreements with Wells Fargo Bank and Transamerica Life Insurance Company.
(2) Interest expense related to the loan agreement with Wells Fargo Bank, National Association is calculated based on the loan
balance outstanding at December 31, 2011, one-month LIBOR at December 31, 2011, with a 150 basis point LIBOR floor, plus
a margin of 300 basis points. Interest expense related to loan agreement with Transamerica Life Insurance Company is based on
a fixed rate of 5.89% per annum.
(3) The below-market ground lease relates to the Sherburne Commons property, a VIE for which we were deemed to be the primary
beneficiary and began consolidating as of June 30, 2011. As of October 19, 2011, the Sherburne Commons property met the
requirements for reclassification to real estate held for sale. Consequently, at December 31, 2011, the related assets and
liabilities of the VIE are classified as assets of variable interest entity held for sale and liabilities of variable interest entity held
for sale, respectively, on our consolidated balance sheets.
(4) The below-market ground lease is a 50-year lease expiring in 2059 relating to land on which the Sherburne Commons seniorhousing facility is located. The land is leased from the town of Nantucket, Massachusetts with lease payments totaling $1 per
year for years one through four, one-half of one percent of operating revenues, as defined in the ground lease, for years five
through seven, and one percent of operating revenues, as defined in the ground lease, thereafter.
Off-Balance Sheet Arrangements
There are no off-balance sheet transactions, arrangements or obligations (including contingent obligations) that have, or are
reasonably likely to have, a current or future material effect on our financial condition, results of operations, liquidity, capital
expenditures or capital resources.
Inflation
Although the real estate market has not been affected significantly by inflation in recent years due to the relatively low inflation rate,
we expect that the majority of our tenant leases will include provisions that would protect us to some extent from the impact of
inflation. Where possible, our leases will include provisions for rent escalations and partial reimbursement to us of expenses. Our
ability to include provisions in the leases that protect us against inflation is subject to competitive conditions that vary from market to
market.
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Subsequent Event
On February 13, 2012, we amended our loan agreement with Wells Fargo Bank, extending the maturity date from February 13, 2012
to February 13, 2014. In connection with this amendment, we made a principal payment of $7.5 million, reducing the outstanding
principal amount of our obligations under the loan agreement from $14.3 million to $6.8 million as of February 13, 2012, and paid
fees and expenses totaling approximately $65,000. The interest rate on the amended loan decreased from 300 basis points over onemonth LIBOR to 200 basis points over one-month LIBOR, with the one-month LIBOR floor remaining fixed at 150 basis points. Any
amounts repaid under the loan agreement may not be re-borrowed. All other terms of the loan agreement remain in full force and
effect.
Critical Accounting Policies
The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America,
or GAAP, requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses,
and related disclosure of contingent assets and liabilities. We believe that our critical accounting policies are those that require
significant judgments and estimates such as those related to real estate purchase price allocation, evaluation of possible impairment of
real property assets, revenue recognition and valuation of receivables, income taxes, notes receivable and uncertain tax positions.
These estimates are made and evaluated on an on-going basis using information that is currently available as well as various other
assumptions believed to be reasonable under the circumstances. Actual results could vary from those estimates, perhaps in material
adverse ways, and those estimates could be different under different assumptions or conditions. Our significant accounting policies
are described in more detail in Note 3 to the consolidated financial statements.
Investments in Real Estate
Upon acquisition of a property, we allocate the purchase price of the property based upon the fair value of the assets acquired and
liabilities assumed, which generally consist of land, buildings, site improvements and intangible lease assets or liabilities, including
in-place leases, above-market and below-market leases. We allocate the purchase price to the fair value of the tangible assets of an
acquired property by valuing the property as if it were vacant. We are required to make subjective assessments as to the useful lives of
our depreciable assets. We consider the period of future benefit of the assets to determine the appropriate useful lives. Depreciation of
our assets is being charged to expense on a straight-line basis over the assigned useful lives. We depreciate the fair value allocated to
building and improvements over estimated useful lives ranging from 15 to 39 years.
In-place lease values are calculated based on management’s evaluation of the specific characteristics of each tenant’s lease and our
overall relationship with the respective tenant.
Acquired above- and below-market leases are valued based on the present value of the difference between prevailing market rates and
the in-place rates over the remaining lease terms. The value of acquired above- and below-market leases is amortized over the
remaining non-cancelable terms of the respective leases as an adjustment to rental revenue on our consolidated statements of
operations. Our policy is to consider any bargain periods in the calculation of fair value of below-market leases and to amortize
below-market leases over the remaining non-cancelable lease term plus any bargain renewal periods in accordance with FASB ASC
840-20-20, as determined by the Company’s management at the time it acquires real property with an in-place lease. The renewal
option rates for our acquired leases do not include any fixed-rate options and, instead, contain renewal options that are based on fair
value terms at the time of renewal. Accordingly, no fixed-rate renewal options were included in the fair value of below-market leases
acquired and the amortization period is based on the acquired non-cancelable lease term.
We amortize the value of in-place leases and above- and below-market leases over the initial term of the respective leases. Should a
tenant terminate its lease, the unamortized portion of the above- or below-market lease value will be charged to revenue. If a lease is
terminated prior to its expiration, the unamortized portion of the tenant improvements, intangible lease assets or liabilities and the inplace lease value will be immediately charged to expense. Should a significant tenant terminate its lease, the unamortized portion of
intangible assets or liabilities of above- and below-market leases will be charged to revenue.
Impairment of Real Estate Assets
In accordance with ASC 360, Property, Plant, and Equipment (“ASC 360”), we conduct a comprehensive review of our real estate
assets for impairment. ASC 360 requires that asset values be analyzed whenever events or changes in circumstances indicate that the
carrying value of a property may not be fully recoverable. Indicators of potential impairment include the following:
•

Change in strategy resulting in a decreased holding period;
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•

Decreased occupancy levels;

•

Deterioration of the rental market as evidenced by rent decreases over numerous quarters;

•

Properties adjacent to or located in the same submarket as those with recent impairment issues;

•

Significant decrease in market price; and/or

•

Tenant financial problems.

The intended use of an asset, either held for sale or held for the long term, can significantly impact how impairment is measured. If an
asset is intended to be held for the long term, the impairment analysis is based on a two-step test. The first test measures estimated
expected future cash flows over the holding period, including a residual value (undiscounted and without interest charges), against the
carrying value of the property. If the asset fails that test, the asset’s carrying value is compared to the estimated fair value from a
market participant standpoint, with the excess of the asset’s carrying value over the estimated fair value recognized as an impairment
charge to earnings.
In the second quarter of 2011, we reviewed the impairment indicators as described above. At that time, our board of directors began
evaluating strategic alternatives to maximize shareholder value, and therefore, we believed that our properties could potentially have
shorter holding periods than previously planned in past reporting periods when estimating whether the carrying value of the properties
was recoverable. The use of shorter hold periods reduced our future (undiscounted) cash flows attributable to the properties.
Consequently, we were required to adjust certain properties to their estimated fair values resulting in an impairment charge of
$23.2 million, which is classified as impairment of real estate on our consolidated statement of operations for the year ended
December 31, 2011. If our holding period or other assumptions change, additional properties could require additional testing and
could result in additional impairment charges in future periods.
In the third quarter of 2011, we noted an increase in uncollected rent payments at the 1830 Santa Fe property. The corresponding
reduction in our undiscounted cash flow forecasts caused us to fail the first step of our impairment test. Accordingly, we recorded an
impairment of $0.4 million related to this property which is classified as impairment of real estate on our consolidated statement of
operations for the year ended December 31, 2011.
We recorded no impairment charges in the fourth quarter of 2011 related to real-estate assets held and used.
The fair value of the properties was derived using an income approach primarily utilizing Level 3 inputs. This approach estimates fair
value based on expected future cash flows and requires us to estimate, among other things, (1) future market rental income amounts
subsequent to the expiration of current lease agreements, (2) property operating expenses, (3) risk-adjusted rate of return and
capitalization rates, (4) the number of months it is expected to take to re-lease the property, and (5) the number of years the property
is expected to be held for investment. A change in any one or more of these factors could materially impact whether a property is
impaired as of any given valuation date. When available, current market information, such as comparative sales prices, was used to
determine capitalization, discount, and rental growth rates. In cases where market information was not readily available, the inputs
were based on our understanding of market conditions and the experience of our management team.
The following table illustrates, by property, the impairment charge recorded to impairment of real estate for the year ended
December 31, 2011:
Impairment
Charge

Property

20100 Western Avenue
Carter Commerce Center
Goldenrod Commerce Center
Hanging Moss Commerce Center
Monroe North Commerce Center
Monroe South Commerce Center
1830 Santa Fe

$ 6,905,000
1,471,000
3,403,000
2,544,000
4,530,000
4,366,000
425,000
$23,644,000
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During 2010, we recorded impairment charges related to one investment in real estate totaling approximately $1.2 million, and one
investment in real estate classified as held for sale totaling approximately $0.8 million. During 2009, we recorded an impairment
charge related to one investment in real estate totaling approximately $2.4 million. The impairments were primarily driven by reduced
estimates of net operating income, due to the impact of declines in the multi-tenant industrial real estate market and credit conditions
of certain tenants, which when combined with increases in the capitalization rates assumptions, resulted in the decreases in values of
such properties.
The assessment as to whether our investments in real estate are impaired is highly subjective. The calculations, which are primarily
based on discounted cash flow analyses, involve management’s best estimate of the holding period, market comparables, future
occupancy levels, rental rates, capitalization rates, lease-up periods and capital requirements for each property. A change in any one
or more of these factors could materially impact whether a property is impaired as of any given valuation date.
Fair Value of Financial Instruments
Financial Accounting Standards Board Accounting Standards Codification (“ASC”) 825-10, Financial Instruments, requires the
disclosure of fair value information about financial instruments whether or not recognized on the face of the balance sheet, for which
it is practical to estimate that value.
Fair value represents the estimate of the proceeds to be received, or paid in the case of a liability, in a current transaction between
willing parties. ASC 820, Fair Value Measurement (“ASC 820”) establishes a fair value hierarchy to categorize the inputs used in
valuation techniques to measure fair value. Inputs are either observable or unobservable in the marketplace. Observable inputs are
based on market data from independent sources and unobservable inputs reflect the reporting entity’s assumptions about market
participant assumptions used to value an asset or liability.
Financial assets and liabilities recorded at fair value on the consolidated balance sheets are categorized based on the inputs to the
valuation techniques as follows:
Level 1. Quoted prices in active markets for identical instruments.
Level 2. Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in markets
that are not active; or other inputs that are observable or can be corroborated by observable market data for substantially the full term
of the assets or liabilities.
Level 3. Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.
Assets and liabilities measured at fair value are classified according to the lowest level input that is significant to their valuation. A
financial instrument that has a significant unobservable input along with significant observable inputs may still be classified as a
Level 3 instrument.
We generally determine or calculate the fair value of financial instruments using quoted market prices in active markets when such
information is available or use appropriate present value or other valuation techniques, such as discounted cash flow analyses,
incorporating available market discount rate information for similar types of instruments and our estimates for non-performance and
liquidity risk. These techniques are significantly affected by the assumptions used, including the discount rate, credit spreads, and
estimates of future cash flow.
Our consolidated balance sheets include the following financial instruments: cash and cash equivalents, notes receivable, note
receivable from related party, tenant and other receivables, other assets, deferred costs and deposits, deferred financing costs,
accounts payable and accrued liabilities, payable to related parties, prepaid rent, security deposits and deferred revenue, distributions
payable and notes payable. With the exception of notes receivable, note receivable from related party and notes payable discussed
below, we consider the carrying values to approximate fair value for such financial instruments because of the short period of time
between origination of the instruments and their expected payment.
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As of December 31, 2011 and December 31, 2010, the fair value of notes receivable was $0.9 million and $3.9 million, compared to
the carrying value of $0.9 million and $4.0 million, respectively. The fair value of notes receivable is estimated by discounting the
expected cash flows at current market rates at which management believes similar loans would be made. During the second quarter of
2011, we determined the Servant Healthcare Investments, LLC note receivable was impaired, and therefore, adjusted its carrying
value to estimated fair value based on our assessment of the borrower’s business prospects and future cash flows from operations. In
December 2011, the Servant Investments, LLC and the Servant Healthcare Investments, LLC notes receivable were restructured to
provide for the settlement of the notes in the amount of $2.5 million, $1.5 million of which was received from the borrower in
December 2011. The remaining $1.0 million is payable pursuant to a promissory note of Servant Healthcare Investments, LLC which
provides for interest at a fixed rate of 5.00% per annum. A principal payment of $0.7 million, plus any accrued and unpaid interest, is
due on December 22, 2013 and the remaining balance of $0.3 million, plus any accrued and unpaid interest, is due on December 22,
2014. The note receivable was recorded at its present value of $0.9 million on our consolidated balance sheet as of December 31,
2011.
At December 31, 2010, the fair value of the note receivable from related party was $8.0 million, consistent with its carrying value,
and was estimated using current rates at which management believes similar loans would be made with similar terms and maturities.
On June 30, 2011, we consolidated the related party with which we entered this transaction as we determined that we were the
primary beneficiary of the entity, a variable interest entity, as of that date (see Note 7).
The fair value of notes payable is estimated using lending rates available to us for financial instruments with similar terms and
maturities. As of December 31, 2011 and December 31, 2010, the fair value of notes payable was $21.3 million and $35.9 million,
compared to the carrying value of $21.1 million and $35.9 million, respectively. The carrying values noted above include notes
payable classified on our consolidated balance sheets as liabilities associated with real estate held for sale totaling $0 and $9.3 million
as of December 31, 2011 and December 31, 2010, respectively.
As a result of our ongoing analysis for potential impairment of our investments in real estate, including properties classified as held
for sale, we were required to adjust the carrying value of certain assets to their estimated fair values as of December 31, 2011 (see
Note 4).
The following table summarizes the assets measured at fair value on a nonrecurring basis as of the year ended December 31, 2011:

Total Fair
Value
Measurement

Investments in real estate
Real estate held for sale
Variable interest entity held for sale

$42,816,000
$
—
$ 4,900,000

Quoted
Prices
in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

$ —
$ —
$ —

$
$
$

—
—
—

Significant
Unobservable
Inputs
(Level 3)

Total
Net Losses
for the
Year
Ended
December 31,
2011

$42,816,000
$
—
$ 4,900,000

$(23,644,000)
$(20,165,000)
$ (4,765,000)

The following table summarizes the assets measured at fair value on a nonrecurring basis as of the year ended December 31, 2010:

Investments in real estate
Real estate held for sale

Total Fair
Value
Measurement

Quoted
Prices
in Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Losses
for the
Year
Ended
December 31,
2010

$1,074,000
$1,139,000

$ —
$ —

$
$

$1,074,000
$1,139,000

$(1,250,000)
$ (770,000)
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The investments in real estate were deemed to be Level 3 assets as their fair value measurements rely primarily on our estimates of
market-based inputs and our assumptions about the use of the assets, as observable inputs were not available. We estimate the fair
value of real estate using unobservable data such as net operating income and estimated capitalization and discount rates. We also
consider local and national industry market data including comparable sales, and at times engage an external real estate appraiser to
assist us in our estimation of fair value.
The real estate assets held for sale that were measured at fair value and deemed to be Level 3 assets were valued based primarily on
market-based inputs and our assumptions about the use of the assets, as observable inputs were not available. We estimate the fair
value of real estate using unobservable data such as net operating income and estimated capitalization and discount rates. We also
consider local and national industry market data including comparable sales, and at times engage an external real estate appraiser to
assist us in our estimation of fair value.
The variable interest entity held for sale that was measured at fair value and deemed to be a Level 3 asset was valued based primarily
on market-based inputs and our assumptions about leasing and use of the asset, as observable inputs were not available. We estimate
the fair value of the variable interest entity using unobservable data such as net operating income and estimated capitalization and
discount rates. We also consider local and national industry market data including comparable sales, and at times engage an external
real estate appraiser to assist us in our estimation of fair value.
At December 31, 2011 and December 31, 2010, we do not have any significant financial assets or financial liabilities that are
measured at fair value on a recurring basis in our consolidated financial statements.
Revenue Recognition and Valuation of Receivables
Our revenues, which are comprised largely of rental income, include rents reported on a straight-line basis over the initial term of the
lease. Since our leases may provide for free rent, lease incentives or rental increases at specified intervals, we are required to straightline the recognition of revenue, which results in the recording of a receivable for rent not yet due under the lease terms. Accordingly,
our management is required to determine, in its judgment, to what extent the unbilled rent receivable applicable to each specific
tenant is collectible. Management reviews unbilled rent receivable on a quarterly basis and takes into consideration the tenant’s
payment history, the financial condition of the tenant, business conditions in the industry in which the tenant operates and economic
conditions in the area in which the property is located. In the event that the collectability of unbilled rent with respect to any given
tenant is in doubt, we record an increase in our allowance for doubtful accounts or record a direct write-off of the specific rent
receivable.
Income Taxes
We have elected to be taxed as a REIT for federal income tax purposes beginning with our taxable year ended December 31, 2006. To
qualify as a REIT, we must meet certain organizational and operational requirements, including a requirement to currently distribute
at least 90% of the REIT’s ordinary taxable income to stockholders. As a REIT, we generally will not be subject to federal income tax
on taxable income that it distributes to its stockholders. If we fail to qualify as a REIT in any taxable year, we will be subject to
federal income taxes on our taxable income at regular corporate rates and will not be permitted to qualify for treatment as a REIT for
federal income tax purposes for four years following the year during which qualification is lost unless the Internal Revenue Service
grants us relief under certain statutory provisions. Such an event could materially and adversely affect our net income and net cash
available for distribution to stockholders. However, we believe that we are organized and operate in such a manner as to qualify for
treatment as a REIT, beginning with our taxable year ended December 31, 2006, and we intend to operate in the foreseeable future in
such a manner so that we will remain qualified as a REIT in subsequent tax years for federal income tax purposes. 100.0% of the
distributions declared during 2011 and 2010, respectively, represented a return of capital for federal income tax purposes.
Variable Interest Entities
The Company analyzes its contractual and/or other interests to determine whether such interests constitute an interest in a variable
interest entity (“VIE”) in accordance with ASC 810, Consolidation (“ASC 810”), and, if so, whether the Company is the primary
beneficiary. If the Company is determined to be the primary beneficiary of a VIE, it must consolidate the VIE. A VIE is an entity with
insufficient equity investment or in which the equity investors lack some of the characteristics of a controlling financial interest. In
determining whether it is the primary beneficiary, the Company considers, among other things, whether it has the power to direct the
activities of the VIE that most significantly impact the entity’s economic performance, including, but not limited to, determining or
limiting the scope or purpose of the VIE, selling or transferring property owned or controlled by the VIE, or arranging financing for
the VIE. The Company also considers whether it has the obligation to absorb losses of the VIE or the right to receive benefits from
the VIE (see Note 7).
60

Notes Receivable
In May 2008, we agreed to loan up to $10.0 million at a rate of 10% per year to two real estate operating companies, Servant
Investments, LLC (“SI”) and Servant Healthcare Investments, LLC (“SHI” and collectively with SI, “Servant”). In May 2010, the
loan commitments were reduced to $8.75 million. The loans were scheduled to mature on May 19, 2013. At the time the loan was
negotiated, Servant was a party to an alliance with the managing member of our Advisor.
On a quarterly basis, we evaluate the collectability of our notes receivable. Our evaluation of collectability involves judgment,
estimates, and a review of the underlying collateral and the borrower’s business models and future prospects. During the years ended
December 31, 2011, 2010, and 2009, we recorded impairment charges of $1.4 million, $0, and $4.6 million related to the notes
receivable.
In December 2011, the notes receivable were restructured to provide for the settlement of the notes in the amount of $2.5 million,
$1.5 million of which was received from the borrower in December 2011. The remaining $1.0 million is payable pursuant to a
promissory note of SHI which provides for interest at a fixed rate of 5.00% per annum. A principal payment of $0.7 million, plus any
accrued and unpaid interest, is due on December 22, 2013 and the remaining balance of $0.3 million, plus any accrued and unpaid
interest, is due on December 22, 2014. The note receivable was recorded at its present value of $0.9 million on our consolidated
balance sheet as of December 31, 2011 (see Note 5).
The following table reconciles notes receivable from January 1, 2009 to December 31, 2011:
Balance at January 1,
Additions:
Additions to notes receivable
Write-up of note receivable due to settlement agreement
Deductions:
Note receivable repayments (1)
Notes receivable impairments
Balance at December 31,

2011

2010

2009

$ 4,000,000

$2,875,000

$ 3,875,000

—
208,000

1,125,000
—

3,626,000
—

—
—
$4,000,000

—
(4,626,000)
$ 2,875,000

(1,650,000)
(1,650,000)
$ 908,000

(1) Includes a $0.2 million principal repayment made by SHI in the second quarter of 2011.
Notes Receivable from Related Parties
On January 22, 2009, we made a $14.0 million acquisition bridge loan to Caruth Haven L.P, a Delaware limited partnership that was
a wholly-owned subsidiary of Cornerstone Healthcare Plus REIT, Inc., a publicly offered, non-traded REIT sponsored by affiliates of
our sponsor. The loan was to mature on January 21, 2010 subject to the borrower’s right to repay the loan, in whole or in part, on or
before January 21, 2010 without incurring any prepayment penalty. On December 16, 2009, Caruth Haven L.P. repaid the full loan
amount.
On December 14, 2009, we made a participating first mortgage loan commitment of $8.0 million to Nantucket Acquisition LLC
(“Nantucket Acquisition”), a Delaware limited liability company owned and managed by Cornerstone Ventures Inc., an affiliate of
our Advisor. The loan was made in connection with Nantucket Acquisition’s purchase of a 60-unit senior living community,
Sherburne Commons Residences, LLC (“Sherburne Commons”), located on the island of Nantucket, MA. The loan matures on
January 1, 2015, with no option to extend and bears interest at a fixed rate of 8.0% for the term of the loan. Interest is payable
monthly with the principal balance due at maturity. Under the terms of the loan, we are entitled to receive additional interest in the
form of a 40% participation in the appreciation in value of the property, which is calculated based on the net sales proceeds if the
property is sold, or the property’s appraised value, less ordinary disposition costs, if the property has not been sold by the time the
loan matures. Prepayment of the loan is not permitted without our consent and the loan is not assumable.
On a quarterly basis, we evaluate the collectability of our notes receivable from related parties. Our evaluation of collectability
involves judgment, estimates, and a review of the underlying collateral and borrower’s business models and future cash flows. For the
years ended December 31, 2011, 2010, and 2009, we did not record any impairment on the note receivable from related party.
Leasing activity at Sherburne Commons has been lower than originally anticipated and to preserve cash flow for operating
requirements, the borrower suspended interest payments to us beginning in the first quarter of 2011. Consequently, we began
recognizing interest income on a cash basis commencing in the first quarter of 2011. For the years ended December 31, 2011, 2010,
and 2009, interest income recognized on the note was $55,000, $628,000, and $31,000, respectively.
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In the second quarter of 2011, the loan balance was increased by $0.3 million to provide funds to meet Sherburne Commons’
operating shortfalls. In the fourth quarter of 2011, we provided an additional $0.2 million in funding. As of October 2011, we
reclassified the property as held for sale.
Nantucket Acquisition is considered a variable interest entity because the equity owners of Nantucket Acquisition do not have
sufficient equity at risk, and our mortgage loan commitment was determined to be a variable interest. Due to the suspension of
interest payments by the borrower, we issued a notice of default to the borrower on June 30, 2011 and determined that we are the
primary beneficiary of the VIE due to our enhanced ability to direct the activities of the VIE. The primary beneficiary of a VIE is
required to consolidate the operations of the VIE. Consequently, we began consolidating the operations of the VIE as of June 30,
2011 and, accordingly, eliminated the note receivable from related party balance in consolidation (see Note 7).
The following table reconciles notes receivable from related parties from January 1, 2009 to December 31, 2011:

Balance at January 1,
Addition:
Additions to notes receivable from related parties
Deductions:
Repayments of note receivable from related parties
Elimination of balance in consolidation of VIE
Balance at December 31,

2011

2010

$ 8,000,000

$6,911,000

548,000

1,089,000

20,911,000

—
—
$8,000,000

(14,000,000)
—
$ 6,911,000

—
(8,548,000)
$
—

2009

$

—

Uncertain Tax Positions
In accordance with the requirements of ASC 740-10, “Income Taxes,” favorable tax positions are included in the calculation of tax
liabilities if it is more likely than not that our adopted tax position will prevail if challenged by tax authorities. As a result of our REIT
status, we are able to claim a dividends-paid deduction on our tax return to deduct the full amount of common dividends paid to
stockholders when computing our annual taxable income. A REIT is subject to a 100% tax on the net income from prohibited
transactions. A “prohibited transaction” is the sale or other disposition of property held primarily for sale to customers in the ordinary
course of a trade or business. There is a safe harbor which, if met, expressly prevents the Internal Revenue Service from asserting the
prohibited transaction test. As we have not had any sales of properties to date, the prohibited transaction tax is not applicable. We
have no income tax expense, deferred tax assets or deferred tax liabilities associated with any such uncertain tax positions for the
operations of any entity included in the consolidated results of operations.
Recently Issued Accounting Pronouncements
Please refer to Note 3 of the Notes to Consolidated Financial Statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Market risk includes risks that arise from changes in interest rates, foreign currency exchange rates, commodity prices, equity prices
and other market changes that affect market sensitive instruments. We are exposed to the effects of interest rate changes as a result of
borrowings used to maintain liquidity and to fund the acquisition, expansion and refinancing of our real estate investment portfolio
and operations. Our profitability and the value of our investment portfolio may be adversely affected during any period as a result of
interest rate changes. We invest our cash and cash equivalents in government-backed securities and FDIC-insured savings accounts
which, by its nature, are subject to interest rate fluctuations. However, we believe that the primary market risk to which we will be
exposed is interest rate risk related to our loan agreement.
We borrow funds and make investments at a combination of fixed and variable rates. Interest rate fluctuations will generally not
affect our future earnings or cash flows on our fixed-rate debt or fixed-rate notes receivable unless such instruments mature or are
otherwise terminated and/or need to be refinanced. However, interest rate changes will affect the fair value of our fixed-rate
instruments. Conversely, changes in interest rates on variable-rate debt and investments would change our future earnings and cash
flows, but not significantly affect the fair value of those instruments.
As of December 31, 2011, we had borrowed approximately $14.4 million under our variable-rate loan agreement. An increase in the
variable interest rate on the loan agreement constitutes a market risk as a change in rates would increase or decrease interest expense
incurred and therefore cash flows available for distribution to shareholders. Based on the debt outstanding as of December 31, 2011, a
one percent (1%) change in interest rates related to the variable-rate debt would result in a change in interest expense of
approximately $144,000 per year, or approximately $0.01 per common share on a basic and diluted basis.
In addition to changes in interest rates, the value of our real estate is subject to fluctuations based on changes in the real estate capital
markets, market rental rates for office space, local, regional and national economic conditions and changes in the creditworthiness of
tenants. All of these factors may also affect our ability to refinance our debt, if necessary.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
See the index included at Item 15. Exhibits and Financial Statement Schedules.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in the reports we
file or submit under the Securities and Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our senior management,
including our Chief Executive Officer (Principal Executive Officer) and Chief Financial Officer (Principal Financial Officer), as
appropriate, to allow timely decisions regarding required disclosure. Our Chief Executive Officer (Principal Executive Officer) and
our Chief Financial Officer (Principal Financial Officer) have reviewed the effectiveness of our disclosure controls and procedures
and have concluded that the disclosure controls and procedures were effective as of the end of the period covered by this report.
In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no
matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives, and
management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Our Chief Executive Officer (Principal Executive Officer) and Chief Financial Officer (Principal Financial Officer) are responsible
for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Rule 13(a)-15(f) under
the Securities and Exchange Act of 1934. Under the supervision and with the participation of our management, including our Chief
Executive Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of our internal control over financial
reporting based on the framework in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO).
Based on their evaluation as of the end of the period covered by this report, our Chief Executive Officer (Principal Executive Officer)
and Chief Financial Officer (Principal Financial Officer) have concluded that we maintained effective internal control over financial
reporting as of December 31, 2011.
There have been no changes in our internal control over financial reporting during our most recent fiscal quarter that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.
This annual report does not include an attestation report of our independent registered public accounting firm regarding control over
financial reporting. Management’s report was not subject to attestation by our independent registered public accounting firm pursuant
to the Dodd-Frank Wall Street and Consumer Protection Act, which exempts non-accelerated filers from the auditor attestation
requirement of Section 404(b) of the Sarbanes-Oxley Act.
ITEM 9B. OTHER INFORMATION
None.
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PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
The information required by this Item is incorporated by reference from our definitive Proxy Statement to be filed with the Securities
and Exchange Commission no later than April 29, 2012.
ITEM 11. EXECUTIVE COMPENSATION
The information required by this Item is incorporated by reference from our definitive Proxy Statement to be filed with the Securities
and Exchange Commission no later than April 29, 2012.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS
The information required by this Item is incorporated by reference from our definitive Proxy Statement to be filed with the Securities
and Exchange Commission no later than April 29, 2012.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
The information required by this Item is incorporated by reference from our definitive Proxy Statement to be filed with the Securities
and Exchange Commission no later than April 29, 2012.
REPORT OF THE INDEPENDENT DIRECTORS COMMITTEE
Review of our Investment Objectives
The Independent Directors Committee has reviewed our investment objectives and determined that they are in the best interest
of our stockholders. Our investment objectives have been to: (i) preserve stockholder capital by owning and operating real estate on
an all-cash basis with no permanent financing; (ii) purchase investment-grade properties with the potential for capital appreciation to
our stockholders; (iii) purchase income-producing properties which will allow us to pay cash distributions to our stockholders at least
quarterly, if not more frequently; and (iv) provide liquidity to our stockholders within the shortest reasonable time necessary to
accomplish the above objectives.
Our board of directors is considering diversifying our investment objectives to include healthcare-related and other asset types as
well as industrial properties. In connection with such acquisitions, the board of directors may consider acquiring assets with long-term
financing in order to leverage the capital available to us and increase our assets under management to enable better diversification.
Review of our Policies
The Independent Directors Committee has reviewed our policies and determined that they are in the best interest of our
stockholders. Set forth below is a discussion of the basis for that determination.
Offering Policy. We initiated our initial public offering on September 20, 2005, pursuant to which we offered 44.4 million shares
of common stock in our primary offering at $8.00 per share. We also offered 11.0 million shares of our common stock under our
distribution reinvestment plan at $7.60 per share. We stopped making offers under our initial public offering on June 1, 2009. We
raised gross offering proceeds of approximately $163.7 million from the sale of approximately 20.5 million shares in our initial public
offering other than shares under the distribution reinvestment plan.
We began accepting subscriptions in our current follow-on public offering on June 10, 2009, pursuant to which we are offering
up to 56,250,000 shares of common stock at $8.00 per share in a primary offering. We are also offering up to 21,100,000 shares of
common stock under our dividend reinvestment plan at a purchase price equal to the higher of $7.60 per share or 95% of the fair
market value of a share of our common stock. Effective November 23, 2010, our board of directors determined to discontinue making
or accepting offers to purchase shares of stock in our follow-on offering while the board evaluates strategic alternatives to maximize
stockholder value. As of December 31, 2011, we had raised approximately $3.4 million of gross proceeds from the sale of
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approximately 0.4 million shares of our common stock in our secondary offering, other than shares under the distribution
reinvestment plan. Given our current strategic focus on operational efficiency and reducing overall advisory fees and expenses, and
the significant near-term costs that would be associated with organization and offering activities related to re-launching our follow-on
offering, we currently believe that it is in the best interests of the Company for the follow-on offering to remain suspended at present.
Acquisition and Investment Policies. We have historically focused on acquiring investment-grade real estate including multitenant industrial properties that are: (i) owned and operated on an all-cash basis with no permanent financing; (ii) high-quality,
existing, and currently producing income; (iii) leased to a diversified tenant base; and (iii) leased with overall shorter-term operating
type leases, allowing for annual rental increases and greater potential for capital growth. We seek potential property acquisitions
meeting the above criteria that are located in major metropolitan markets throughout the United States. In addition, we may be
seeking to acquire healthcare-related assets that are: (i) operated by high-quality and experienced operators; (ii) high-quality, existing,
and currently producing income; and (iii) owned with limited, long-term leverage. While we have historically invested principally in
multi-tenant industrial properties, we have the ability to invest in any type of real estate investment that we believe to be in the best
interests of our stockholders, including other real estate funds or REITs, mortgage funds, mortgage loans and sale leasebacks. We do
not currently believe that a significant change to our current acquisition and investment policies would be in the best interests of our
stockholders.
Borrowing Policies. We have historically been an all-cash REIT owning and operating our properties with no permanent
indebtedness. Being an all-cash REIT mitigates the risks associated with mortgage debt, including the risk of default on the mortgage
payments and resulting foreclosure of a particular property. With the objective of increasing income, we may consider future
acquisitions featuring long-term debt financing to increase the amount of capital available to us and to achieve greater property
diversification than is currently possible with an all-cash strategy. We may incur indebtedness for working capital requirements,
tenant improvements, capital improvements, and leasing commissions and to make distributions, including but not limited to those
necessary in order to maintain our qualification as a REIT for federal income tax purposes. We will endeavor to borrow funds on an
unsecured basis but we may secure indebtedness with some or all of our properties if a majority of our independent directors
determine that it is in the best interests of the Company and our stockholders. We may also acquire properties encumbered with
existing financing which cannot be immediately repaid. We may invest in joint venture entities that borrow funds or issue senior
equity securities to acquire properties, in which case our equity interest in the joint venture would be junior to the rights of the lender
or preferred stockholders. In some cases, our advisor may control the joint venture. Our charter limits our borrowings to the
equivalent of 75% of our cost, before deducting depreciation or other non-cash reserves, of all our assets unless any excess borrowing
is approved by a majority of our independent directors and is disclosed to our stockholders in our next quarterly report with an
explanation from our independent directors of the justification for the excess borrowing. We did not exceed our charter limitation on
borrowing during any quarter of 2011. We believe our current borrowing policies are in the best interests of our stockholders because
they offer a higher level of safety and stability for our stockholders than would more aggressive borrowing policies.
Disposition Policy. Our goal in selling properties is to achieve maximum capital appreciation, although we cannot guarantee that
this objective will be realized. Our general policy is to sell our properties for all cash. When we sell a property, we may, under limited
circumstances, lend the purchaser a portion of the purchase price, provided that the aggregate amount of all mortgage loans
outstanding on the property, including the loan we may make to the purchaser, may not exceed 85% of the appraised value of the
property as determined by an independent appraiser, unless substantial justification exists. Our disposition policy provides us with the
flexibility to time and structure property sales in a manner that optimizes our investment return. For this reason, we believe the
current disposition policy is in the best interests of our stockholders.
Policy Regarding Working Capital Reserves. We do not intend to set aside offering proceeds for working capital purposes.
Setting aside funds for this purpose would decrease the amount we can invest in real estate and hence reduce our opportunities to earn
current income. We believe that proceeds from short-term borrowings and our cash flow from operations will be sufficient to meet
our needs for working capital.
Policy Regarding Operating Expenses. Pursuant to provisions contained in our charter and in our amended and restated advisory
agreement with our advisor, our board of directors has the ongoing responsibility of limiting our total operating expenses for the
trailing four consecutive quarters to amounts that do not exceed the greater of 2% of our average invested assets or 25% of our net
income, calculated in the manner set forth in our charter, unless a majority of the directors (including a majority of the independent
directors) has made a finding that, based on unusual and non-recurring factors that they deem sufficient, a higher level of expenses is
justified (the “2%/25% Test”). In the event that a majority of the directors (including a majority of the independent directors) does not
determine that such excess expenses are justified, our advisor must reimburse to us the amount of the excess expenses paid or
incurred (the “Excess Amount”).
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As previously disclosed, for the periods ended March 31, 2011, June 30, 2011 and September 30, 2011, our board of directors
conditioned its findings that Excess Amounts for such periods were justified upon the advisor agreeing to carry over such Excess
Amounts and include them in total operating expenses in subsequent periods for purposes of the 2%/25% Test, with any waiver of
such amounts being dependent on our advisor’s satisfactory progress with respect to executing a strategic alternative to be chosen by
the independent directors. Accordingly, for the six-fiscal-quarter period ended September 30, 2011, our total operating expenses
exceeded the greater of 2% of our average invested assets and 25% of our net income. We incurred operating expenses of
approximately $6.1 million and incurred an Excess Amount of approximately $1.7 million during the six quarters ended
September 30, 2011, which has been carried over and included in the total operating expenses for the seven-fiscal-quarter period
ended December 31, 2011 for purposes of the 2%/25% Test.
For the seven-fiscal-quarter period ended December 31, 2011, our total operating expenses again exceeded the greater of 2% of
our average invested assets and 25% of our net income. We incurred operating expenses of approximately $7.1 million and incurred
an Excess Amount of approximately $4.3 million during the seven quarters ended December 31, 2011. Our board of directors
(including a majority of our independent directors) has determined that this Excess Amount is justified as unusual because of our
small size (for a public reporting company) and non-recurring because of (i) the advisor’s current progress toward developing
strategic alternatives for consideration by the independent directors, and (ii) the independent directors committee’s continuing
progress towards negotiating reductions in ongoing fees and expenses payable to the advisor pursuant to the amended and restated
advisory agreement. However, notwithstanding such justification, and as a condition to such justification, the advisor has again
agreed that the Excess Amount for the seven-fiscal-quarter period ended December 31, 2011 shall be carried over and included in
total operating expenses in subsequent periods, with any waiver dependent on our advisor’s satisfactory progress with respect to
executing a strategic alternative to be chosen by the independent directors.
Liquidation or Listing Policy. We believe it is in the best interest of our stockholders not to list our common shares on a national
exchange at this time. First, we believe it is more cost effective to remain unlisted and utilize our external advisor at the present time
than it would be to internalize all the resources necessary to operate a listed company. Second, our shares are offered as a long-term
investment. We believe that the ability to provide our stockholders with liquidity in the near-term is outweighed by the long-term
benefits of completing the current offering and gradually repositioning the portfolio into higher income-producing properties. In
making the decision of whether to apply for listing of our shares, our directors will try to determine whether listing our shares or
liquidating our assets will result in greater value for stockholders.
Policy regarding Transactions with Affiliates. Our charter requires our Independent Directors Committee to review and approve
all transactions involving our affiliates and us. Prior to entering into a transaction with an affiliate that is not covered by our advisory
agreement with our advisor, a majority of the Independent Directors Committee must conclude that the transaction is fair and
reasonable to us and on terms and conditions not less favorable to us than those available from unaffiliated third parties. Furthermore,
our Independent Directors Committee must review at least annually our fees and expenses to determine that the expenses incurred are
reasonable in light of our investment performance, our net asset value, our net income and the fees and expenses of other comparable
unaffiliated REITs. In addition, our Code of Business Conduct and Ethics sets forth examples of types of transactions with related
parties that would create conflicts of interest between the interests of our stockholders and the private interests of the parties involved
in such transactions. Our directors and officers are required to take all reasonable action to avoid such conflicts of interest or the
appearance of conflicts of interest. If a conflict of interest becomes unavoidable, our directors and officers are required to report the
conflict to a designated ethics contact, which, depending on the circumstances of the transaction, would be either our chief executive
officer, chief financial officer, or the chairman of our audit committee. The appropriate ethics contact is then responsible for working
with the reporting director or officer to monitor and resolve the conflict of interest in accordance with our Code of Business Conduct
and Ethics.
Certain Transactions with Related Persons
The Independent Directors Committee has reviewed the material transactions between our affiliates and us since the beginning
of 2011, all of which were approved in advance in accordance with our policy described above, and the terms of which will be
disclosed in the Proxy Statement relating to our 2012 Annual Meeting of Stockholders under the heading “Certain Transactions with
Related Persons.” Based upon our review of these transactions and of the fees paid to affiliates of the Company since the beginning of
2011, we believe that all of the transactions have been fair and reasonable to the Company and on terms and conditions not less
favorable to us than those available from unaffiliated third parties.
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March 22, 2012

The Independent Directors Committee of the Board of Directors
Daniel Johnson (Chairman), Paul Danchik and Jody Fouch

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
The information required by this Item is incorporated by reference from our definitive Proxy Statement to be filed with the Securities
and Exchange Commission no later than April 29, 2012.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a)(1) Financial Statements
The following financial statements are included in a separate section of this Annual Report on Form 10-K commencing on the page
numbers specified below:
Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets as of December 31, 2011 and 2010
Consolidated Statements of Operations for the Years Ended December 31, 2011, 2010 and 2009
Consolidated Statements of Equity for the Years Ended December 31, 2011, 2010, and 2009
Consolidated Statements of Cash Flows for the Years Ended December 31, 2011, 2010, and 2009
Notes to Consolidated Financial Statements for the Years Ended December 31, 2011, 2010 and 2009
(2) Financial Statement Schedules
Schedule II — Valuation and Qualifying Accounts
Schedule III — Real Estate and Accumulated Depreciation
(3) Exhibits
The exhibits listed on the Exhibit Index (following the signatures section of this report) are included, or incorporated by reference, in
this annual report
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders
Cornerstone Core Properties REIT, Inc.
We have audited the accompanying consolidated balance sheets of Cornerstone Core Properties REIT, Inc. and subsidiaries (the
“Company”) as of December 31, 2011 and 2010, and the related consolidated statements of operations, equity and cash flows for each
of the three years in the period ended December 31, 2011. Our audit also included the financial statement schedules listed in the Index
at Item 15. These consolidated financial statements and the financial statement schedules are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements and financial statement schedules based on our
audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Cornerstone
Core Properties REIT, Inc. and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash flows
for each of the three years in the period ended December 31, 2011, in conformity with accounting principles generally accepted in the
United States of America. Also, in our opinion, such financial statement schedules, when considered in relation to the basic
consolidated financial statements taken as a whole, present fairly in all material respects, the information set forth therein.
/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California
March 30, 2012
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CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2011 and 2010
December 31,
2011

December 31,
2010

Cash and cash equivalents
Investments in real estate:
Land
Buildings and improvements, net
Intangible lease assets, net
Net real estate
Notes receivable, net
Note receivable from related party
Deferred costs and deposits
Deferred financing costs, net
Tenant and other receivables, net
Other assets, net

$ 17,388,000

$ 2,014,000

11,733,000
33,330,000
83,000
45,146,000
908,000
—
27,000
91,000
567,000
625,000

18,073,000
51,921,000
179,000
70,173,000
4,000,000
8,000,000
32,000
271,000
445,000
550,000

Real estate held for sale, net
Non-real estate assets associated with real estate held for sale
Assets of variable interest entity held for sale
Total assets
LIABILITIES AND EQUITY

—
—
5,372,000
$ 70,124,000

53,088,000
424,000
—
$138,997,000

Notes payable
Accounts payable and accrued liabilities
Payable to related parties
Prepaid rent, security deposits and deferred revenue
Intangible lease liabilities, net
Distributions payable
Liabilities associated with real estate held for sale
Liabilities of variable interest entity held for sale
Total liabilities
Commitments and contingencies (Note 12)
Preferred stock, $0.001 par value; 10,000,000 shares authorized; no shares issued or
outstanding at December 31, 2011 and December 31, 2010
Common stock, $0.001 par value; 290,000,000 shares authorized; 23,028,285 and
23,074,381 shares issued and outstanding at December 31, 2011 and December 31,
2010, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ equity

$ 21,070,000
785,000
20,000
460,000
44,000
—
—
2,119,000
24,498,000

$ 26,604,000
646,000
—
661,000
89,000
157,000
9,870,000
—
38,027,000

Noncontrolling interests
Total equity
Total liabilities and equity

(1,887,000)
45,626,000
$ 70,124,000

ASSETS

See accompanying Notes to Consolidated Financial Statements.
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—
23,000
116,238,000
(68,748,000)
47,513,000

—
23,000
117,520,000
(16,690,000)
100,853,000
117,000
100,970,000
$138,997,000

CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2011, 2010 and 2009
Year ended December 31,

Revenues:
Rental revenues
Tenant reimbursements and other income
Interest income from notes receivable
Expenses:
Property operating and maintenance
General and administrative
Asset management fees and expenses
Real estate acquisition costs
Depreciation and amortization
Impairment of notes receivable
Impairment of real estate

2011

2010

2009

$ 3,436,000
868,000
416,000
4,720,000

$ 3,851,000
906,000
1,389,000
6,146,000

$ 4,448,000
1,197,000
1,308,000
6,953,000

Operating loss

1,635,000
2,834,000
1,489,000
—
1,839,000
1,442,000
23,644,000
32,883,000
(28,163,000)

1,650,000
2,163,000
1,654,000
52,000
2,139,000
—
1,250,000
8,908,000
(2,762,000)

2,330,000
1,608,000
1,822,000
430,000
2,468,000
4,626,000
2,360,000
15,644,000
(8,691,000)

Interest income
Interest expense
Loss from continuing operations

—
(1,727,000)
(29,890,000)

4,000
(1,157,000)
(3,915,000)

8,000
(1,221,000)
(9,904,000)

Discontinued operations:
Income before impairments and gain on sales of real estate, net
Impairment of real estate sold and asset held for sale
Gain on sales of real estate, net
(Loss) income from discontinued operations

721,000
(24,930,000)
46,000
(24,163,000)

1,552,000
(770,000)
—
782,000

1,793,000
—
—
1,793,000

(54,053,000)
1,995,000
$(52,058,000)

(3,133,000)
2,000
$ (3,131,000)

(8,111,000)
8,000
$ (8,103,000)

$

$

$

Net loss
Noncontrolling interests’ share in losses
Net loss applicable to common shares
Basic and diluted (losses) earnings per common share:
Continuing operations
Discontinued operations
Net loss applicable to common shares
Weighted average shares used to calculate basic and diluted (losses) earnings per
common share
Distributions declared per common share

$

$

(1.30)
(0.96)
(2.26)
23,031,830
0.04

See accompanying Notes to Consolidated Financial Statements.
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$

(0.17)
0.03
(0.14)

22,921,142
$
0.45

$

(0.45)
0.08
(0.37)

21,806,219
$
0.48

CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY
For the Years Ended December 31, 2011, 2010 and 2009

Number of
Shares

BALANCE —
January 1, 2009
Issuance of common
stock
Redeemed shares
Offering costs
Distributions declared
Net loss
BALANCE —
December 31, 2009
Issuance of common
stock
Redeemed shares
Offering costs
Distributions declared
Net loss
BALANCE —
December 31, 2010
Issuance of common
stock
Redeemed shares
Offering costs
Distributions declared
Net loss
BALANCE —
December 31, 2011

20,570,120
3,121,623
(577,542)
—
—
—
23,114,201
855,094
(894,914)
—
—
—
23,074,381
—
(46,096)
—
—
—
23,028,285

Common Stock
Common
Stock
Par Value

$21,000
3,000
—
—
—
—
$24,000
1,000
(2,000)
—
—
—
$23,000
—
—
—
—
—
$23,000

Additional
Paid-In
Capital

Accumulated
Deficit

$121,768,000
24,650,000
(4,413,000)
(2,802,000)
(10,644,000)
—
$128,559,000
6,542,000
(6,872,000)
(498,000)
(10,211,000)
—
$117,520,000
—
(369,000)
—
(913,000)
—
$116,238,000

Total
Stockholders’
Equity

$ (5,456,000) $116,333,000
—
—
—
—
(8,103,000)

—
(369,000)
—
(913,000)
(52,058,000)

$(68,748,000) $ 47,513,000

See accompanying Notes to Consolidated Financial Statements.
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151,000
—
—
—
(12,000)
(8,000)

$

6,543,000
(6,874,000)
(498,000)
(10,211,000)
(3,131,000)

$(16,690,000) $100,853,000
—
—
—
—
(52,058,000)

$

24,653,000
(4,413,000)
(2,802,000)
(10,644,000)
(8,103,000)

$(13,559,000) $115,024,000
—
—
—
—
(3,131,000)

Noncontrolling
Interests

131,000
—
—
—
(12,000)
(2,000)

$

117,000
—
—
—
(9,000)
(1,995,000)

Total

$116,484,000
24,653,000
(4,413,000)
(2,802,000)
(10,656,000)
(8,111,000)
$115,155,000
6,543,000
(6,874,000)
(498,000)
(10,223,000)
(3,133,000)
$100,970,000
—
(369,000)
—
(922,000)
(54,053,000)

$(1,887,000) $ 45,626,000

CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2011, 2010 and 2009

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash (used in) provided by operating
activities:
Amortization of deferred financing costs
Depreciation and amortization
Straight line rents and amortization of acquired (below-) above-market
lease intangibles, net
Impairment of notes receivable
Impairment of real estate
Gain on sales of real estate, net
Provision for bad debt
Change in operating assets and liabilities:
Tenant and other receivables
Other assets
Accounts payable and accrued liabilities
Payable to related parties, net
Prepaid rent, security deposits and deferred revenue
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Real estate acquisitions
Real estate improvements
Acquired cash of VIE
Proceeds from sales of real estate, net
Notes receivable proceeds (disbursements)
Notes receivable disbursements to related parties (see Note 6)
Notes receivable proceeds from related parties (see Note 6)
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Issuance of common stock
Redeemed shares
Repayment of notes payable
Offering costs
Distributions paid to stockholders
Distributions paid to noncontrolling interests
Deferred financing costs
Net cash (used in) provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents — beginning of period
Cash and cash equivalents — end of period (including cash of VIE)
Cash and cash equivalents of VIE – end of period (see Note 13)
Cash and cash equivalents — end of period
Supplemental disclosure of cash flow information:
Cash paid for interest
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Year Ended December 31,
2010

2009

$(54,053,000)

$ (3,133,000)

$ (8,111,000)

777,000
2,425,000

335,000
3,406,000

236,000
3,641,000

(188,000)

79,000

1,442,000
48,574,000
(46,000)
(15,000)

—
2,020,000
—
10,000

4,626,000
2,360,000
—
409,000

(9,000)
(175,000)
17,000
5,000
(423,000)
(1,669,000)

66,000
(227,000)
168,000
(345,000)
(77,000)
2,302,000

(406,000)
(165,000)
15,000
351,000
(41,000)
2,888,000

—
(572,000)
236,000
33,010,000
1,650,000
(318,000)
—
34,006,000

(1,315,000)
(211,000)
—
—
(1,125,000)
(1,089,000)
—
(3,740,000)

—
(171,000)
—
—
(3,626,000)
(20,911,000)
14,000,000
(10,708,000)

—
(369,000)
(14,804,000)
(18,000)
(1,070,000)
(9,000)
(598,000)
(16,868,000)
15,469,000
2,014,000
$ 17,483,000

1,136,000
(6,874,000)
(3,010,000)
(491,000)
(5,587,000)
(12,000)
(383,000)
(15,221,000)
(16,659,000)
18,673,000
$ 2,014,000

18,596,000
(4,413,000)
(6,742,000)
(2,544,000)
(4,474,000)
(12,000)
(199,000)
212,000
(7,608,000)
26,281,000
$ 18,673,000

95,000
$ 17,388,000

—
$ 2,014,000

—
$ 18,673,000

$ 1,070,000

$

$ 1,199,000

991,000

(27,000)

Supplemental disclosure of non-cash financing and investing activities:
Accrual for distribution declared
Prepaid property taxes
Deferred loan origination fees
Accrued real estate improvements
Distributions reinvested
Payable to related party, net
Loan origination fee receivable
Elimination of note receivable from related party through consolidation of variable
interest entity (See Note 7)
Assets acquired
Liabilities assumed
Elimination of note receivable

$
$
$
$
$
$
$

—
20,000
—
—
—
—
—

$10,069,000
$ 1,806,000
$ 8,263,000

See accompanying Notes to Consolidated Financial Statements.
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$ 157,000
$
—
$ 49,000
$
9,000
$5,407,000
$
7,000
$
—

$ 941,000
$
—
$
—
$
—
$6,057,000
$
1,000
$ 80,000

$
$
$

$
$
$

—
—
—

—
—
—

CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 31, 2011, 2010 and 2009
1. Organization
Cornerstone Core Properties REIT, Inc., a Maryland Corporation, was formed on October 22, 2004 under the General Corporation
Law of Maryland for the purpose of engaging in the business of investing in and owning commercial real estate. As used in this
report, the “Company”, “we”, “us” and “our” refer to Cornerstone Core Properties REIT, Inc. and its consolidated subsidiaries except
where the context otherwise requires. Subject to certain restrictions and limitations, our business is managed pursuant to an advisory
agreement (the “Advisory Agreement”) by an affiliate, Cornerstone Realty Advisors, LLC (the “Advisor”), a Delaware limited
liability company that was formed on November 30, 2004.
Cornerstone Operating Partnership, L.P. (the “Operating Partnership”), a Delaware limited partnership, was formed on November 30,
2004. At December 31, 2011, we owned a 99.88% general partner interest in the Operating Partnership while the Advisor owned a
0.12% limited partnership interest. We anticipate that we will conduct all or a portion of our operations through the Operating
Partnership. Our financial statements and the financial statements of the Operating Partnership are consolidated in the accompanying
consolidated financial statements. These financial statements include consolidation of a variable interest entity (see Note 7). All
intercompany accounts and transactions have been eliminated in consolidation.
2. Public Offerings
On January 6, 2006, we commenced a public offering of a minimum of 125,000 shares and a maximum of 55,400,000 shares of our
common stock, consisting of 44,400,000 shares for sale to the public (the “Primary Offering”) and 11,000,000 shares for sale pursuant
to our distribution reinvestment plan. We stopped making offers under our initial public offering on June 1, 2009 upon raising gross
offering proceeds of approximately $172.7 million from the sale of approximately 21.7 million shares, including shares sold under the
distribution reinvestment plan. On June 10, 2009, the U.S. Securities and Exchange Commission (the “SEC”) declared our follow-on
offering effective and we commenced a follow-on offering of up to 77,350,000 shares of our common stock, consisting of 56,250,000
shares for sale to the public (the “Follow-On Offering”) and 21,100,000 shares for sale pursuant to our dividend reinvestment plan.
The Primary Offering and Follow-On Offering are collectively referred to as the “Offerings.” We retained Pacific Cornerstone
Capital, Inc. (“PCC”), an affiliate of our Advisor, to serve as the dealer manager for the Offerings. PCC is responsible for marketing
our shares being offered pursuant to the Offerings.
On November 23, 2010, we informed our investors of several decisions made by the board of directors for the health of our REIT.
The Offering. Effective November 23, 2010, we stopped making and accepting offers to purchase shares of our stock while our
board of directors evaluates strategic alternatives to maximize value.
Suspension of Distribution Reinvestment Plan. Our Offerings included a distribution reinvestment plan under which our
stockholders could elect to have all or a portion of their distributions reinvested in additional shares of our common stock. Consistent
with the above decision with respect to the Offerings, we suspended our distribution reinvestment plan effective on December 14,
2010. All distributions paid after December 14, 2010 have been and will be made in cash.
Distributions. Effective December 1, 2010, our board of directors resolved to reduce distributions on our common stock to a current
annualized rate of $0.08 per share (1% based on a share price of $8.00), from the prior annualized rate of $0.48 per share (6% based
on a share price of $8.00), in order to preserve capital that may be needed for capital improvements, debt repayment or other
corporate purposes. Distributions at this rate were declared for the first and second quarters of 2011. In June 2011, the board decided,
based on the financial position of the Company, to suspend the declaration of further distributions and to defer the payment of the
second quarter 2011 distribution, which was paid in December 2011. No distributions have been declared for periods after June 30,
2011. The rate and frequency of distributions is subject to the discretion of our board of directors and may change from time to time
based on our operating results and cash flow.
Stock Repurchase Program. After careful consideration of the proceeds that will be available from our distribution reinvestment
plan in 2010, and an assessment of our expected capital expenditures, tenant improvement costs and other costs and obligations
related
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to our investments, our board of directors concluded that we will not have sufficient funds available to us to prudently fund any
redemptions during 2011. Accordingly, our board of directors approved an amendment to our stock repurchase program to suspend
redemptions under the program, effective December 31, 2010. We can make no assurances as to when and on what terms redemptions
will resume. The share redemption program may be amended, resumed, suspended again, or terminated at any time based in part on
our cash and debt position.
We used the net proceeds from our Primary Offering to invest primarily in multi-tenant industrial real estate located in major
metropolitan markets in the United States. If we resume our Follow-On Offering, we intend to use the net proceeds from our FollowOn Offering to acquire additional real estate investments and pay down temporary acquisition financing on our existing assets.
As of December 31, 2011, we had raised $167.1 million of gross proceeds from the sale of 20.9 million shares of our common stock
in our Primary Offering and Follow-On Offering and had acquired thirteen properties, four of which were sold during 2011. Our
revenues, which are comprised largely of rental income, include rents reported on a straight-line basis over the initial term of the
lease. Our growth depends, in part, on our ability to increase rental income and other earned income from leases by increasing rental
rates and occupancy levels and control operating and other expenses. Our operations are impacted by property-specific, marketspecific, general economic and other conditions.
Our board of directors continues to evaluate and implement strategic alternatives to reposition the company and preserve and increase
shareholders’ value. Specifically, we sold the Goldenwest property in June 2011 for gross proceeds of $9.4 million and made a
principal payment of $7.8 million on the HSH Nordbank credit facility. Additionally, we sold the Mack Deer Valley and Pinnacle
Park Business Center properties in November 2011 for gross proceeds of approximately $23.9 million. The proceeds were used, in
part, to pay down the remaining balance of the HSH Nordbank credit facility. In December 2011, we sold the 2111 South Industrial
Park property for gross proceeds of $0.9 million. The proceeds were used to pay down the Wells Fargo Bank, National Association
loan. Furthermore, in February 2012, we amended our loan agreement with Wells Fargo Bank, National Association. The
amendment, executed upon our making a $7.5 million principal payment, extended the maturity date of the loan from February 13,
2012 to February 13, 2014 and reduced the interest rate from 300 basis points over one-month LIBOR to 200 basis points over onemonth LIBOR, with the LIBOR floor remaining fixed at 150 basis points. We are continuing to pursue options for repaying our debt,
including asset sales.
3. Summary of Significant Accounting Policies
The summary of significant accounting policies presented below is designed to assist in understanding our consolidated financial
statements. Such financial statements and accompanying notes are the representations of our management, who is responsible for
their integrity and objectivity. These accounting policies conform to accounting principles generally accepted in the United States of
America, or GAAP, in all material respects, and have been consistently applied in preparing the accompanying consolidated financial
statements.
Principles of Consolidation and Basis of Presentation
The consolidated financial statements include the accounts of the Company, its wholly-owned subsidiaries, and Nantucket
Acquisition LLC, a variable interest entity (see Note 7). All intercompany accounts and transactions have been eliminated in
consolidation.
The Financial Accounting Standards Board (“FASB”) issued Accounting Standard Codification (“ASC”) 810-10, “Consolidation,”
which addresses how a business enterprise should evaluate whether it has a controlling interest in an entity through means other than
voting rights and accordingly should consolidate the entity. Before concluding that it is appropriate to apply the voting interest
consolidation model to an entity, an enterprise must first determine that the entity is not a variable interest entity. We evaluate, as
appropriate, our interests, if any, in joint ventures and other arrangements to determine if consolidation is appropriate.
Use of Estimates
The preparation of our consolidated financial statements requires us to make estimates and judgments that affect the reported amounts
of assets, liabilities, revenues and expenses. We base these estimates on various assumptions that we believe to be reasonable under
the circumstances, and these estimates form the basis for our judgments concerning the carrying values of assets and liabilities that
are not readily apparent from other sources. We periodically evaluate these estimates and judgments based on available information
and experience. Actual results could differ from our estimates under different assumptions and conditions. If actual results
significantly differ from our estimates, our financial condition and results of operations could be materially impacted.
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Cash and Cash Equivalents
We consider all short-term, highly liquid investments that are readily convertible to cash with a maturity of three months or less at the
time of purchase to be cash equivalents.
Investments in Real Estate
In December 2007, the FASB issued ASC 805-10, “Business Combinations.” ASC 805-10 requires the acquirer in a business
combination to measure, at fair value, the assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree at
the acquisition date, with limited exceptions. In addition, this standard requires acquisition costs to be expensed as incurred. The
standard became effective for fiscal years beginning after December 15, 2008, and was to be applied prospectively, with earlier
adoption prohibited. We adopted this standard on January 1, 2009 and have expensed acquisition costs accordingly.
We allocate the purchase price of our properties in accordance with ASC 805-10. Upon acquisition of a property, we allocate the
purchase price of the property based upon the fair value of the assets acquired and liabilities assumed, which generally consist of land,
buildings, site improvements and intangible lease assets or liabilities, including in-place leases, above-market and below-market
leases. We allocate the purchase price to the fair value of the tangible assets of an acquired property by valuing the property as if it
were vacant. We are required to make subjective assessments as to the useful lives of our depreciable assets. We consider the period
of future benefit of the assets to determine the appropriate useful lives. Depreciation of our assets is being charged to expense on a
straight-line basis over the assigned useful lives. We depreciate the fair value allocated to building and improvements over estimated
useful lives ranging from 15 to 39 years.
In-place lease values are calculated based on management’s evaluation of the specific characteristics of each tenant’s lease and our
overall relationship with the respective tenant.
Acquired above- and below-market leases are valued based on the present value of the difference between prevailing market rates and
the in-place rates over the remaining lease terms. The value of acquired above- and below-market leases is amortized over the
remaining non-cancelable terms of the respective leases as an adjustment to rental revenue on our consolidated statements of
operations. Our policy is to consider any bargain periods in the calculation of fair value of below-market leases and to amortize
below-market leases over the remaining non-cancelable lease term plus any bargain renewal periods in accordance with FASB ASC
840-20-20, as determined by the Company’s management at the time it acquires real property with an in-place lease. The renewal
option rates for our acquired leases do not include any fixed-rate options and, instead, contain renewal options that are based on fair
value terms at the time of renewal. Accordingly, no fixed-rate renewal options were included in the fair value of below-market leases
acquired and the amortization period is based on the acquired non-cancelable lease term.
We amortize the value of in-place leases and above- and below-market leases over the initial term of the respective leases. Should a
tenant terminate its lease, the unamortized portion of the above- or below-market lease value will be charged to revenue. If a lease is
terminated prior to its expiration, the unamortized portion of the tenant improvements, intangible lease assets or liabilities and the inplace lease value will be immediately charged to expense. Should a significant tenant terminate its lease, the unamortized portion of
intangible assets or liabilities of above- and below-market leases will be charged to revenue.
Depreciation of Real Property Assets
We are required to make subjective assessments as to the useful lives of our depreciable assets. We consider the period of future
benefit of the assets to determine the appropriate useful lives. Depreciation of our assets is charged to expense on a straight-line basis
over the assigned useful lives.
Fair Value Measurements
ASC 825-10, Financial Instruments, requires the disclosure of fair value information about financial instruments whether or not
recognized on the face of the balance sheet, for which it is practical to estimate that value.
Fair value represents the estimate of the proceeds to be received, or paid in the case of a liability, in a current transaction between
willing parties. ASC 820, Fair Value Measurement (“ASC 820”) establishes a fair value hierarchy to categorize the inputs used in
valuation techniques to measure fair value. Inputs are either observable or unobservable in the marketplace. Observable inputs are
based on market data from independent sources and unobservable inputs reflect the reporting entity’s assumptions about market
participant assumptions used to value an asset or liability.
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Financial assets and liabilities recorded at fair value on the consolidated balance sheets are categorized based on the inputs to the
valuation techniques as follows:
Level 1. Quoted prices in active markets for identical instruments.
Level 2. Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in markets
that are not active; or other inputs that are observable or can be corroborated by observable market data for substantially the full term
of the assets or liabilities.
Level 3. Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.
Assets and liabilities measured at fair value are classified according to the lowest level input that is significant to their valuation. A
financial instrument that has a significant unobservable input along with significant observable inputs may still be classified as a
Level 3 instrument.
We generally determine or calculate the fair value of financial instruments using quoted market prices in active markets when such
information is available or use appropriate present value or other valuation techniques, such as discounted cash flow analyses,
incorporating available market discount rate information for similar types of instruments and our estimates for non-performance and
liquidity risk. These techniques are significantly affected by the assumptions used, including the discount rate, credit spreads, and
estimates of future cash flow.
Our consolidated balance sheets include the following financial instruments: cash and cash equivalents, notes receivable, note
receivable from related party, tenant and other receivables, other assets, deferred costs and deposits, deferred financing costs,
accounts payable and accrued liabilities, payable to related parties, prepaid rent, security deposits and deferred revenue, distributions
payable and notes payable. With the exception of notes receivable, note receivable from related party and notes payable discussed
below, we consider the carrying values to approximate fair value for such financial instruments because of the short period of time
between origination of the instruments and their expected payment.
As of December 31, 2011 and December 31, 2010, the fair value of notes receivable was $0.9 million and $3.9 million, compared to
the carrying value of $0.9 million and $4.0 million, respectively. The fair value of notes receivable is estimated by discounted the
expected cash flows at current market rates at which management believes similar loans would be made. During the second quarter of
2011, we determined the Servant Healthcare Investments, LLC note receivable was impaired, and therefore, adjusted its carrying
value to estimated fair value based on our assessment of the borrower’s business prospects and future cash flows from operations. In
the fourth quarter of 2011, we agreed to restructure the obligations outstanding pursuant to the Servant Investments, LLC and the
Servant Healthcare Investments, LLC notes receivable by executing a settlement, and consequently increased the value of the notes
receivable accordingly (See Note 5).
At December 31, 2010, the fair value of the note receivable from related party was $8.0 million, consistent with its carrying value,
and was estimated using current rates at which management believes similar loans would be made with similar terms and maturities.
On June 30, 2011, we consolidated the related party with which we entered this transaction as we determined that we were the
primary beneficiary of the entity, a variable interest entity, as of that date (see Notes 6 and 7).
The fair value of notes payable is estimated using lending rates available to us for financial instruments with similar terms and
maturities. As of December 31, 2011 and December 31, 2010, the fair value of notes payable was $21.3 million and $35.9 million,
compared to the carrying value of $21.1 million and $35.9 million, respectively.
As a result of our ongoing analysis for potential impairment of our investments in real estate, including properties classified as held
for sale, we were required to adjust the carrying value of certain assets to their estimated fair values as of December 31, 2011 (see
Note 4).
F-11

The following table summarizes the assets measured at fair value on a nonrecurring basis as of the year ended December 31, 2011:

Total Fair
Value
Measurement

Investments in real estate
Real estate held for sale
Variable interest entity held for sale

$42,816,000
$
—
$ 4,900,000

Quoted
Prices
in Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

$ —
$ —
$ —

$
$
$

—
—
—

Significant
Unobservable
Inputs
(Level 3)

Total
Net Losses
for the
Year
Ended
December 31, 2011

$42,816,000
$
—
$ 4,900,000

$ (23,644,000)
$ (20,165,000)
$ (4,765,000)

The following table summarizes the assets measured at fair value on a nonrecurring basis as of the year ended December 31, 2010:

Investments in real estate
Real estate held for sale

Total Fair
Value
Measurement

Quoted
Prices
in Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Losses
for the
Year
Ended
December 31, 2010

$1,074,000
$1,139,000

$ —
$ —

$
$

$1,074,000
$1,139,000

$
$

—
—

(1,250,000)
(770,000)

The investments in real estate were deemed to be Level 3 assets as their fair value measurements rely primarily on our estimates of
market-based inputs and our assumptions about the use of the assets, as observable inputs were not available. We estimate the fair
value of real estate using unobservable data such as net operating income and estimated capitalization and discount rates. We also
consider local and national industry market data including comparable sales, and at times engage an external real estate appraiser to
assist us in our estimation of fair value.
The real estate assets held for sale that were measured at fair value and deemed to be Level 3 assets were valued based primarily on
market-based inputs and our assumptions about the use of the assets, as observable inputs were not available. We estimate the fair
value of real estate using unobservable data such as net operating income and estimated capitalization and discount rates. We also
consider local and national industry market data including comparable sales, and at times engage an external real estate appraiser to
assist us in our estimation of fair value.
The variable interest entity held for sale that was measured at fair value and deemed to be a Level 3 asset was valued based primarily
on market-based inputs and our assumptions about leasing and use of the asset, as observable inputs were not available. We estimate
the fair value of the variable interest entity using unobservable data such as net operating income and estimated capitalization and
discount rates. We also consider local and national industry market data including comparable sales, and at times engage an external
real estate appraiser to assist us in our estimation of fair value.
At December 31, 2011 and December 31, 2010, we do not have any significant financial assets or financial liabilities that are
measured at fair value on a recurring basis in our consolidated financial statements.
Variable Interest Entities
The Company analyzes its contractual and/or other interests to determine whether such interests constitute an interest in a variable
interest entity (“VIE”) in accordance with ASC 810, Consolidation (“ASC 810”), and, if so, whether the Company is the primary
beneficiary. If the Company is determined to be the primary beneficiary of a VIE, it must consolidate the VIE. A VIE is an entity with
insufficient equity investment or in which the equity investors lack some of the characteristics of a controlling financial interest. In
determining whether it is the primary beneficiary, the Company considers, among other things, whether it has the power to direct the
activities of the VIE that most significantly impact the entity’s economic performance, including, but not limited to, determining or
limiting the scope or purpose of the VIE, selling or transferring property owned or controlled by the VIE, or arranging financing for
the VIE. The Company also considers whether it has the obligation to absorb losses of the VIE or the right to receive benefits from
the VIE (see Note 7).
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Tenant and Other Receivables, net
Tenant and other receivables are comprised of rental and reimbursement billings due from tenants and the cumulative amount of
future adjustments necessary to present rental income on a straight-line basis. Tenant receivables are recorded at the original amount
earned, less an allowance for any doubtful accounts, which approximates fair value. Management assesses the realizability of tenant
receivables on an ongoing basis and provides for allowances as such balances, or portions thereof, become uncollectible. For the years
ended December 31, 2011, 2010 and 2009, (recoveries)/provisions for bad debt amounted to approximately ($15,000), $10,000, and
$0.4 million, respectively, which are included in property operating and maintenance expenses in the accompanying consolidated
statements of operations. Our allowance for doubtful accounts was $0.2 million and $0.4 million as of December 31, 2011 and 2010,
respectively.
Other Assets, net
Other assets consist primarily of leasing commissions, net of amortization and prepaid insurance. Additionally, other assets will be
amortized to expense over their future service periods. Balances without future economic benefit are expensed as they are identified.
Leasing commissions are stated at cost and amortized on a straight-line basis over the related lease term. As of December 31, 2011
and December 31, 2010, we recorded approximately $0.4 million and $0.5 million in leasing commissions, respectively. Amortization
expense for the years ended December 31, 2011, 2010, and 2009 was approximately $0.1 million, $0.2 million and $0.2 million,
respectively.
Deferred Costs and Deposits
Deferred costs and deposits primarily consist of utility deposits.
Deferred Financing Costs
Costs incurred in connection with debt financing are recorded as deferred financing costs. Deferred financing costs are amortized
using the straight-line basis which approximates the effective interest rate method, over the contractual terms of the respective
financings.
Revenue Recognition and Valuation of Receivables
Revenue is recorded in accordance with ASC 840-10, “Leases,” and SEC Staff Accounting Bulletin No. 104, “Revenue Recognition
in Financial Statements, as amended” (“SAB 104”). Such accounting provisions require that revenue be recognized after four basic
criteria are met. These four criteria include persuasive evidence of an arrangement, the rendering of service, fixed and determinable
income and reasonably assured collectability. Leases with fixed annual rental escalators are recognized on a straight-line basis over
the initial lease period, subject to a collectability assessment. Rental income related to leases with contingent rental escalators is
generally recorded based on the contractual cash rental payments due for the period. Because our leases provide for free rent, lease
incentives, or other rental increases at specified intervals, we straight-line the recognition of revenue, which results in the recording of
a receivable for rent not yet due under the lease terms. Our revenues are comprised largely of rental income and other income
collected from tenants. Tenant receivables are recorded at the original amount earned, less an allowance for any doubtful accounts.
Management assesses the realizability of tenant receivables on an ongoing basis and provides for allowances as such balances, or
portions thereof, become uncollectible.
Organizational and Offering Costs
We are required to reimburse the Advisor for organization and offering costs up to 3.5% of the cumulative capital raised in our public
offerings. Organization and offering costs include items such as legal and accounting fees, marketing, due diligence, promotional and
printing costs and amounts to reimburse our Advisor for all costs and expenses such as salaries and direct expenses of employees of
our Advisor and its affiliates in connection with registering and marketing our shares. Our public offering costs are recorded as an
offset to additional paid-in-capital, and all organization costs are recorded as an expense at the time we become liable for the payment
of these amounts (see Note 10).
F-13

Noncontrolling Interest in Consolidated Subsidiary
Noncontrolling interest relates to the interest in the consolidated entities that are not wholly-owned by us.
On January 1, 2009, we adopted ASC 810-10-65, “Consolidation”, which clarifies that a noncontrolling interest in a subsidiary is an
ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements. ASC 810-1065 also requires consolidated net income to be reported at amounts that include the amounts attributable to both the parent and the
noncontrolling interest and requires disclosure, on the face of the consolidated statements of operations, of the amounts of
consolidated net income attributable to the parent and to the noncontrolling interest.
We periodically evaluate individual noncontrolling interests for the ability to continue to recognize the noncontrolling interest as
permanent equity in the consolidated balance sheets. Any noncontrolling interest that fails to qualify as permanent equity will be
reclassified as temporary equity and adjusted to the greater of (a) the carrying amount, or (b) its redemption value as of the end of the
period in which the determination is made.
Income Taxes
We have elected to be taxed as a REIT, under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended (the
“Code”) beginning with our taxable year ending December 31, 2006. To qualify as a REIT, we must meet certain organizational and
operational requirements, including a requirement to currently distribute at least 90% of the REIT’s ordinary taxable income to
stockholders. As a REIT, we generally will not be subject to federal income tax on taxable income that we distribute to our
stockholders. If we fail to qualify as a REIT in any taxable year, we will then be subject to federal income taxes on our taxable
income at regular corporate rates and will not be permitted to qualify for treatment as a REIT for federal income tax purposes for four
years following the year during which qualification is lost unless the Internal Revenue Service granted us relief under certain statutory
provisions. Such an event could materially adversely affect our net income and net cash available for distribution to stockholders.
However, we believe that we will be organized and operate in such a manner as to qualify for treatment as a REIT and intend to
operate in the foreseeable future in such a manner so that we will remain qualified as a REIT for federal income tax purposes.
Uncertain Tax Positions
In accordance with the requirements of ASC 740-10, “Income Taxes,” favorable tax positions are included in the calculation of tax
liabilities if it is more likely than not that our adopted tax position will prevail if challenged by tax authorities. As a result of our REIT
status, we are able to claim a dividends-paid deduction on our tax return to deduct the full amount of common dividends paid to
stockholders when computing our annual taxable income, which results in our taxable income being passed through to our
stockholders. A REIT is subject to a 100% tax on the net income from prohibited transactions. A “prohibited transaction” is the sale
or other disposition of property held primarily for sale to customers in the ordinary course of a trade or business. There is a safe
harbor provision which, if met, expressly prevents the Internal Revenue Service from asserting the prohibited transaction test. We
have no income tax expense, deferred tax assets or deferred tax liabilities associated with any such uncertain tax positions for the
operations of any entity included in the consolidated results of operations.
Concentration of Credit Risk
Financial instruments that potentially subject us to a concentration of credit risk are primarily cash investments, notes receivable and
notes receivable from related parties. Refer to Notes 5 and 6 with regard to credit risk evaluation of notes receivable and notes
receivable from related parties. Cash is generally invested in investment-grade short-term instruments. On July 21, 2010, President
Obama signed into law the “Dodd-Frank Wall Street Reform and Consumer Protection Act” that implements significant changes to
the regulation of the financial services industry, including provisions that made permanent the $250,000 limit for federal deposit
insurance and increased the cash limit of Securities Investor Protection Corporation protection from $100,000 to $250,000, and
provided unlimited federal deposit insurance until January 1, 2013, for non-interest bearing demand transaction accounts at all insured
depository institutions. As of December 31, 2011, we had cash accounts in excess of FDIC-insured limits. We believe this risk is not
significant.
As of December 31, 2011, we owned three properties in the state of California and six properties in the state of Florida. Accordingly,
there is a geographic concentration of risk subject to fluctuations in each state’s economy.
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Basic and Diluted Net Loss per Common Share Applicable to Common Shares
Basic and diluted net loss per common share applicable to common shares is computed by dividing net loss applicable to common
shares by the weighted-average number of common shares outstanding for the period. For each of the years ended December 31,
2011, 2010 and 2009, 65,000 stock options have been excluded from the weighted-average number of shares outstanding since their
effect was anti-dilutive.
Basic and diluted net loss per share is calculated as follows:

Net loss applicable to common shares
Basic and diluted net loss per common share applicable to
common shares
Weighted-average number of shares outstanding — basic
and diluted

Year Ended
December 31,
2011

Year Ended
December 31,
2010

Year Ended
December 31,
2009

$(52,058,000)

$ (3,131,000)

$ (8,103,000)

$

$

$

(2.26)
23,031,830

(0.14)

22,921,142

(0.37)

21,806,219

Reclassification
Assets sold or held for sale and associated liabilities have been reclassified on the consolidated balance sheets and operating results
reclassified from continuing to discontinued operations.
Recently Issued Accounting Pronouncements
In April 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update No. 2011-02, A Creditor’s
Determination of Whether a Restructuring Is a Troubled Debt Restructuring (“ASU 2011-02”). The amendments in this update
clarify, among other things, the guidance on a creditor’s evaluation of whether it has granted a concession and whether a debtor is
experiencing financial difficulties. The adoption of ASU 2011-02 on July 1, 2011 did not have a significant impact on the Company’s
consolidated financial condition or results of operations.
In May 2011, the FASB issued Accounting Standards Update No. 2011-04, Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in U.S. GAAP and IFRSs (“ASU 2011-04”). The amendments in this update result in
additional fair value measurement and disclosure requirements within U.S. GAAP and IFRS. Consequently, the amendments change
the wording used to describe many of the requirements in U.S. GAAP for measuring fair value and for disclosing information about
fair value measurements. The Company does not expect the adoption of ASU 2011-04 on January 1, 2012 to have an impact on its
consolidated financial condition or results of operations.
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4. Investments in Real Estate
As of December 31, 2011, our portfolio consists of nine properties which were approximately 68.7% leased. The following table
provides summary information regarding our properties.
Property(1)

Shoemaker Industrial
Buildings
20100 Western Avenue
Marathon Center
Orlando Small Bay Portfolio:
Carter Commerce Center
Goldenrod Commerce
Center
Hanging Moss
Commerce Center
Monroe South
Commerce Center
Monroe North Commerce
Center
1830 Santa Fe

Location

Square
Footage

Date Purchased

Santa Fe Springs, CA June 30, 2006
Torrance, CA
December 1, 2006
Tampa Bay, FL
April 2, 2007

Purchase
Price

December 31, 2011
% Leased

Debt

18,921 $ 2,400,000 $
116,433 19,650,000
52,020
4,450,000

—
—
—

100.0%
29.0%
26.1%

Winter Garden, FL

November 15, 2007

49,125

34.4%

Orlando, FL

November 15, 2007

78,646

83.0%

Orlando, FL

November 15, 2007

94,200

95.5%

Sanford, FL

November 15, 2007 172,500
394,471

Sanford, FL
Santa Ana, CA

April 17, 2008
August 5, 2010

14,389,000

61.4%
70.5%

181,348 14,275,000
6,681,000
12,200
1,315,000
—
775,393 $79,218,000 $21,070,000

97.3%
100.0%
68.7%

37,128,000

(1) The table excludes Sherburne Commons, a variable interest entity for which we became the primary beneficiary and began
consolidating their financial results as of June 30, 2011. As of October 19, 2011, Sherburne Commons is classified as held for
sale (see Notes 6 and 7).
As of December 31, 2011, adjusted cost and accumulated depreciation and amortization related to investments in real estate and
related intangible lease assets and liabilities were as follows:

Investments in real estate and related intangible
lease assets (liabilities)
Less: accumulated depreciation and amortization
Net investments in real estate and related
intangible lease assets (liabilities)

Land

Buildings and
Improvements

Acquired
Above-Market
Leases

In-Place Lease
Value

Acquired
Below-Market
Leases

$11,733,000
—

$34,180,000
(850,000)

$ 1,401,000
(1,365,000)

$ 1,181,000
(1,134,000)

$ (620,000)
576,000

$11,733,000

$33,330,000

$

$

$
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36,000

47,000

(44,000)

As of December 31, 2010, adjusted cost and accumulated depreciation and amortization related to real estate and related intangible
lease assets and liabilities were as follows:

Investments in real estate and related intangible lease
assets (liabilities)
Less: accumulated depreciation and amortization
Net investments in real estate and related intangible
lease assets (liabilities)
Net investments in real estate and related intangible
lease assets (liabilities) held for sale

Land

Buildings and
Improvements

Acquired
Above-Market
Leases

In-Place
Lease Value

Acquired
Below-Market
Leases

$18,073,000
—

$57,847,000
(5,926,000)

$ 1,401,000
(1,334,000)

$ 1,181,000
(1,069,000)

$ (620,000 )
531,000

18,073,000

51,921,000

20,607,000
$38,680,000

32,198,000
$84,119,000

67,000

$

84,000
151,000

$

112,000

(89,000)

199,000
311,000

(39,000)
$ (128,000)

Depreciation expense associated with buildings and improvements, including real estate held for sale, for the years ended
December 31, 2011, 2010, and 2009 was $2.1 million, $2.9 million, and $3.0 million, respectively. We are required to make
subjective assessments as to the useful lives of our depreciable assets. In making such assessments, we consider each asset’s expected
period of future economic benefit to estimate the appropriate useful lives.
Net amortization expense associated with the intangible lease assets and liabilities, including those associated with real estate held for
sale, for the years ended December 31, 2011, 2010, and 2009 was $0.1 million, $0.3 million and $0.5 million, respectively.
Anticipated amortization for each of the five following years ended December 31 is as follows:
Amortization
of Intangible
Lease Assets

2012
2013
2014
2015
2016
2017 and thereafter

$
$
$
$
$
$

6,000
19,000
8,000
6,000
—
—

The estimated useful lives of intangible lease assets range from approximately one month to four years. As of December 31, 2011, the
weighted-average amortization period for in-place leases, acquired above-market leases and acquired below-market leases were
3.6 years, 4.6 years and 3.1 years, respectively.
Impairments
In accordance with ASC 360, Property, Plant, and Equipment (“ASC 360”), we conduct a comprehensive review of our real estate
assets for impairment. ASC 360 requires that asset values be analyzed whenever events or changes in circumstances indicate that the
carrying value of a property may not be fully recoverable.
Indicators of potential impairment include the following:
•

Change in strategy resulting in a decreased holding period;

•

Decreased occupancy levels;

•

Deterioration of the rental market as evidenced by rent decreases over numerous quarters;
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•

Properties adjacent to or located in the same submarket as those with recent impairment issues;

•

Significant decrease in market price; and/or

•

Tenant financial problems.

The intended use of an asset, either held for sale or held and used, can significantly impact how impairment is measured. If an asset is
intended to be held and used, the impairment analysis is based on a two-step test.
The first test measures estimated expected future cash flows over the holding period, including a residual value (undiscounted and
without interest charges), against the carrying value of the property. If the asset fails that test, the asset carrying value is compared to
the estimated fair value from a market-participant standpoint, with the excess of the asset’s carrying value over the estimated fair
value recognized as an impairment charge to earnings.
In the second quarter of 2011, we reviewed the impairment indicators as described above. At that time, our board of directors began
evaluating strategic alternatives to maximize shareholder value, and therefore, we believed that our properties could potentially have
shorter holding periods than previously planned in past reporting periods when estimating whether the carrying value of the properties
was recoverable. The use of shorter hold periods reduced our future (undiscounted) cash flows attributable to the properties.
Consequently, we were required to adjust certain properties to their estimated fair values resulting in an impairment charge of
$23.2 million, which is classified as impairment of real estate on our consolidated statement of operations for the year ended
December 31, 2011. If our holding period or other assumptions change, additional properties could require additional testing and
could result in additional impairment charges in future periods.
In the third quarter of 2011, we noted an increase in uncollected rent payments at the 1830 Santa Fe property. The corresponding
reduction in our undiscounted cash flow forecasts caused us to fail the first step of our impairment test. Accordingly, we recorded an
impairment charge of $0.4 million related to this property which is classified as impairment of real estate on our consolidated
statement of operations for the year ended December 31, 2011.
We recorded no impairment charges related to properties held and used in the fourth quarter of 2011.
The fair value of the properties was derived using an income approach primarily utilizing Level 3 inputs. This approach estimates fair
value based on expected future cash flows and requires us to estimate, among other things, (1) future market rental income amounts,
(2) property operating expenses, (3) risk-adjusted rate of return and capitalization rates, (4) the number of months it is expected to
take to re-lease the property, and (5) the number of years the property is expected to be held for investment. A change in any one or
more of these factors could materially impact whether a property is impaired as of any given valuation date. When available, current
market information, such as comparative sales prices, was used to determine capitalization, discount, and rental growth rates. In cases
where market information was not readily available, the inputs were based on our understanding of market conditions and the
experience of our management team.
The following table illustrates, by property, the impairment charge recorded to impairment of real estate for the year ended
December 31, 2011:
Impairment
Charge

Property

20100 Western Avenue
Carter Commerce Center
Goldenrod Commerce Center
Hanging Moss Commerce Center
Monroe North Commerce Center
Monroe South Commerce Center
1830 Santa Fe

$ 6,905,000
1,471,000
3,403,000
2,544,000
4,530,000
4,366,000
425,000
$23,644,000
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During 2010, we recorded an impairment charge related to one investment in real estate totaling approximately $1.2 million. During
2009, we recorded an impairment charge related to one investment in real estate totaling $2.4 million. The impairments were
primarily driven by reduced estimates of net operating income, due to the impact of declines in the multi-tenant industrial real estate
market and credit conditions of certain tenants, which when combined with increases in the capitalization rates assumptions, resulted
in the decreases in values of such properties.
The assessment as to whether our investments in real estate are impaired is highly subjective. The calculations, which are primarily
based on discounted cash flow analyses, involve management’s best estimate of the holding period, market comparables, future
occupancy levels, rental rates, capitalization rates, lease-up periods and capital requirements for each property. A change in any one
or more of these factors could materially impact whether a property is impaired as of any given valuation date.
Real Estate Held for Sale
In the second quarter of 2011, we reclassified the 15172 Goldenwest Circle property (“Goldenwest”), which was sold on June 14,
2011, the Mack Deer Valley and Pinnacle Park Business Center properties, which were sold on November 28, 2011, and the 2111
South Industrial Park property, which was sold on December 22, 2011, to real estate held for sale. In the fourth quarter of 2011, we
reclassified Nantucket Acquisition LLC, a VIE for which we are the primary beneficiary, to real estate held for sale. The financial
results for the properties classified as real estate held for sale have been reclassified to discontinued operations for all periods
presented (see Note 13).
When assets are classified as held for sale, they are recorded at the lower of carrying value or the estimated fair value of the asset, net
of estimated selling costs. Accordingly, we recorded an impairment charge of $19.1 million for the Goldenwest, Mack Deer Valley,
Pinnacle Park Business Center, and 2111 South Industrial Park properties upon their transfer into real estate held for sale in the
second quarter of 2011 (see Note 13). In the third quarter of 2011, we recorded an additional impairment of $0.2 million for the 2111
South Industrial Park property. In the fourth quarter of 2011, we recorded an additional impairment of $0.8 million for the 2111 South
Industrial Park and Pinnacle Park Business Center properties due to a change in facts and circumstances related to the value of the
assets subsequent to September 30, 2011. Also in the fourth quarter of 2011, we recorded an impairment of $4.8 million to write
down Sherburne Commons, the property owned by Nantucket Acquisition LLC, to its estimated fair value net of selling costs (see
Notes 6 and 7).
The following table illustrates, by property, the impairment charge recorded in discontinued operations in 2011:
Impairment
Charge

Property

Goldenwest
Mack Deer Valley
Pinnacle Park Business Center
2111 South Industrial Park
Sherburne Commons

$ 2,095,000
9,673,000
8,136,000
261,000
4,765,000
$24,930,000

During 2010, we recorded an impairment charge related to one investment in real estate held for sale totaling approximately $0.8
million.
Future Minimum Lease Payments
The future minimum lease payments to be received under existing operating leases for properties owned as of December 31, 2011 are
as follows:
Years ending December 31,

2012
2013
2014
2015
2016
2017 and thereafter

$2,856,000
2,141,000
951,000
479,000
250,000
150,000
$6,827,000
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The schedule does not reflect future rental revenues from the potential renewal or replacement of existing and future leases and
excludes property operating expense reimbursements. Additionally, leases where the tenant can terminate the lease with short-term
notice are not included. Industrial space is generally leased to tenants under lease terms that provide for the tenants to pay increases in
operating expenses in excess of specified amounts.
5. Notes Receivable
In May 2008, we agreed to loan up to $10.0 million at a rate of 10% per year to two real estate operating companies, Servant
Investments, LLC (“SI”) and Servant Healthcare Investments, LLC (“SHI” and collectively with SI, “Servant”). In May 2010, the
loan commitments were reduced to $8.75 million. The loans were scheduled to mature on May 19, 2013. At the time the loans were
negotiated, Servant was a sub-advisor in an alliance with the managing member of our Advisor.
On a quarterly basis, we evaluate the collectability of our notes receivable. Our evaluation of collectability involves judgment,
estimates, and a review of the underlying collateral and borrower’s business models and future cash flows from operations. During
the third quarter of 2009, we concluded that the collectability of the SI note could not be reasonably assured. Therefore, we recorded a
reserve of $4.6 million against the note balance. As of December 31, 2011 and 2010, the SI note receivable had a net balance of $0. It
is our policy to recognize interest income on the reserved loan on a cash basis. For the years ended December 31, 2011, 2010, and
2009, interest income related to the SI note receivable was $0, $0.4 million, and $0.3 million, respectively.
In the second quarter of 2011, after evaluating the expected effects of changes in the borrower’s business prospects, including the
uncertainty surrounding Servant’s realization of the fees pursuant to a sub-advisory agreement, we concluded that it was probable that
the Company would be unable to collect all amounts due according to the terms of the SHI note and consequently, we recorded a note
receivable impairment of $1.7 million against the balance of that note.
In December 2011, the notes receivable were restructured to provide for the settlement of the notes in the amount of $2.5 million,
$1.5 million of which was received from the borrower in December 2011. The remaining $1.0 million is payable pursuant to a
promissory note of SHI which provides for interest at a fixed rate of 5.00% per annum. A principal payment of $0.7 million, plus any
accrued and unpaid interest, is due on December 22, 2013 and the remaining balance of $0.3 million, plus any accrued and unpaid
interest, is due on December 22, 2014. The note receivable was recorded at its present value of $0.9 million on our consolidated
balance sheet as of December 31, 2011.
The following table reconciles notes receivable from January 1, 2009 to December 31, 2011:
Balance at January 1,
Additions:
Additions to notes receivable
Recovery of notes receivable due to settlement
agreement
Deductions:
Notes receivable repayments (1)
Notes receivable impairments
Balance at December 31,

2011

2010

2009

$ 4,000,000

$2,875,000

$ 3,875,000

1,125,000

3,626,000

—
208,000
(1,650,000)
(1,650,000)
$ 908,000

—
—
—
$4,000,000

—
—
(4,626,000)
$ 2,875,000

(1) Includes a $0.2 million principal repayment made by SHI in the second quarter of 2011.
As of December 31, 2011 and 2010, the SHI note receivable had a balance of $0.9 million and $4.0 million, respectively. For the
years ended December 31, 2011, 2010, and 2009, interest income related to the note receivable was $0.3 million, $0.3 million, and
$0.2 million, respectively. We determined that Servant is not a variable interest entity and there is no requirement to include this
entity in our consolidated balance sheets and consolidated statements of operations.
F-20

6. Notes Receivable from Related Parties
On January 22, 2009, we made a $14.0 million acquisition bridge loan to Caruth Haven L.P, a Delaware limited partnership that was
a wholly-owned subsidiary of Cornerstone Healthcare Plus REIT, Inc., a publicly offered, non-traded REIT sponsored by affiliates of
our sponsor. The loan was to mature on January 21, 2010 subject to the borrower’s right to repay the loan, in whole or in part, on or
before January 21, 2010 without incurring any prepayment penalty. On December 16, 2009, Caruth Haven L.P. repaid the full loan
amount.
On December 14, 2009, we made a participating first mortgage loan commitment of $8.0 million to Nantucket Acquisition LLC
(“Nantucket Acquisition”), a Delaware limited liability company owned and managed by Cornerstone Ventures Inc., an affiliate of
our Advisor. The loan was made in connection with Nantucket Acquisition’s purchase of a 60-unit senior living community,
Sherburne Commons Residences, LLC (“Sherburne Commons”), located on the island of Nantucket, MA. The loan matures on
January 1, 2015, with no option to extend and bears interest at a fixed rate of 8.0% for the term of the loan. Interest is payable
monthly with the principal balance due at maturity. Under the terms of the loan, we are entitled to receive additional interest in the
form of a 40% participation in the appreciation in value of the property, which is calculated based on the net sales proceeds if the
property is sold, or the property’s appraised value, less ordinary disposition costs, if the property has not been sold by the time the
loan matures. Prepayment of the loan is not permitted without our consent and the loan is not assumable.
On a quarterly basis, we evaluate the collectability of our notes receivable from related parties. Our evaluation of collectability
involves judgment, estimates, and a review of the underlying collateral and borrower’s business models and future cash flows from
operations. For the years ended December 31, 2011, 2010, and 2009, we did not record any impairment on the note receivable from
related party.
Leasing activity at Sherburne Commons has been lower than originally anticipated and to preserve cash flow for operating
requirements, the borrower suspended interest payments to us beginning in the first quarter of 2011. Consequently, we began
recognizing interest income on a cash basis commencing in the first quarter of 2011. For the years ended December 31, 2011, 2010,
and 2009, interest income recognized on the note was $55,000, $0.6 million, and $31,000, respectively.
In the second and fourth quarter of 2011, the loan balance was increased by $0.3 million and $0.2 million, respectively, to provide
funds to meet Sherburne Commons’ operating shortfalls. It is anticipated that additional disbursements may be required while efforts
are made to increase occupancy and evaluate other alternatives to maximize the value of the property, including the potential
disposition of the property.
Nantucket Acquisition is considered a variable interest entity because the equity owners of Nantucket Acquisition do not have
sufficient equity at risk, and our mortgage loan commitment was determined to be a variable interest. Due to the suspension of
interest payments by the borrower, we issued a notice of default to the borrower on June 30, 2011 and determined that we are the
primary beneficiary of the VIE due to our enhanced ability to direct the activities of the VIE. The primary beneficiary of a VIE is
required to consolidate the operations of the VIE. Consequently, we have consolidated the operations of the VIE as of June 30, 2011
and, accordingly, eliminated the note receivable from related party balance in consolidation (see Note 7).
As of October 19, 2011, the Sherburne Commons property met the requirements for reclassification to real estate held for sale.
Consequently, the related assets and liabilities of the property are classified as assets of variable interest entity held for sale and
liabilities of variable interest entity held for sale, respectively, on our consolidated balance sheets. Operating results for the property
have been reclassified to discontinued operations on our consolidated statements of operations for the year ended December 31, 2011.
The following table reconciles notes receivable from related parties from January 1, 2009 to December 31, 2011:
Balance at January 1,
Additions:
Additions to notes receivable from related parties
Deductions:
Repayments of notes receivable from related
parties
Elimination of balance in consolidation of VIE
Balance at December 31,
F-21

2011

2010

$ 8,000,000

$6,911,000

548,000

1,089,000

20,911,000

—
—
$8,000,000

(14,000,000)
—
$ 6,911,000

—
(8,548,000)
$
—

2009

$

—

7. Consolidation of Variable Interest Entity
GAAP requires the consolidation of variable interest entities (“VIE”) in which an enterprise has a controlling financial interest. A
controlling financial interest has both of the following characteristics: (i) the power to direct the activities of a VIE that most
significantly impact the VIEs economic performance and (ii) the obligation to absorb losses of the VIE that could potentially be
significant to the VIE or the right to receive benefits from the VIE that could potentially be significant to the VIE.
In compliance with ASC 810, Consolidation, we continuously analyze and reconsider our initial determination of VIE status to
determine whether we are the primary beneficiary by considering, among other things, whether we have the power to direct the
activities of the VIE that most significantly impact its economic performance. Such activities would include, among other things,
determining or limiting the scope or purpose of the VIE, selling or transferring property owned or controlled by the VIE, or arranging
financing for the VIE. We also consider whether we have the obligation to absorb losses of the VIE or the right to receive benefits
from the VIE.
As of December 31, 2011, we had a variable interest in one VIE in the form of a note receivable from Nantucket Acquisition in the
amount of $8.5 million (see Note 6).
As a result of our issuing a notice of default with respect to the note, we determined that we were the primary beneficiary of the VIE.
Therefore, we consolidated the operations of the VIE beginning June 30, 2011. Assets of the VIE may only be used to settle
obligations of the VIE and creditors of the VIE have no recourse to the general credit of the Company.
As of October 19, 2011, the Sherburne Commons property was reclassified to real estate held for sale. Consequently, the related
assets and liabilities of the property are classified as assets of variable interest entity held for sale and liabilities of variable interest
entity held for sale on our consolidated balance sheet. Operating results for the property have been reclassified to discontinued
operations on our consolidated statements of operations for the year ended December 31, 2011.
The following table illustrates our fair value allocation of the assets and liabilities of Sherburne Commons consolidated in our
consolidated balance sheets as of June 30, 2011:
Cash and cash equivalents
Buildings and improvements
Site improvements
Furniture and fixtures
Below-market ground lease
In-place leases
Below-market leases
Accounts receivable and other assets
Accounts payable and accrued liabilities
Interest payable
Loan payable
Note payable
Total net assets

$

236,000
5,658,000
610,000
390,000
3,180,000
90,000
(290,000)
195,000
(289,000)
(57,000)
(128,000)
(1,332,000)
$ 8,263,000

The estimated fair value of the property was derived using an income approach primarily utilizing Level 3 inputs. This approach
estimates fair value based on expected future cash flows and requires us to estimate, among other things (1) future market rental
income amounts, (2) property operating expenses, (3) risk-adjusted rate of return and capitalization rates, and (4) the number of
months it is expected to take to re-lease the property to stabilized levels. A change in any one or more of these factors could
materially impact whether a property is impaired as of any given valuation date. When available, current market information, such as
comparative sales prices, was used to determine capitalization, discount, and rental growth rates. In cases where market information
was not readily available, the inputs were based on our understanding of market conditions and the experience of our management
team.
Since the Sherburne Commons property was reclassified to held for sale in the fourth quarter of 2011, the real estate is recorded at the
lower of carrying value or the estimated fair value of the asset, net of estimated selling costs. Since June 30, 2011, leasing activity has
been lower than originally anticipated and we have continued to provide funds to meet Sherburne Commons’ operating shortfalls. As
a result, we reduced our cash flow forecasts for purposes of determining whether the property was impaired. As a result of expected
reduced leasing activity which reduced our cash flow forecasts for Sherburne Commons, we were required to adjust the property to its
estimated fair value, net of estimated selling costs resulting in an impairment charge of $4.8 million, which is classified in
discontinued operations as impairment of real estate sold and asset held for sale on our consolidated statement of operations for the
year ended December 31, 2011 (see Notes 4 and 13).
The following unaudited pro forma information for the years ended December 31, 2011 and 2010 has been prepared to reflect the
incremental effect on the Company had the operations of Sherburne Commons been consolidated on January 1, 2010.

Revenues
Net loss applicable to common shares
Basic and diluted net loss per common share applicable to
common shares
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2011

2010

$ 5,487,000
$(53,080,000)

$ 7,385,000
$(5,419,000)

$

$

(2.30)

(0.24)

No adjustments for non-recurring charges were made in the pro-forma information presented above. For Sherburne Commons, we
recorded revenues of $1.1 million and expenses of $2.7 million in discontinued operations in our consolidated statements of
operations for the year ended December 31, 2011.
As of December 31, 2011, adjusted cost, net of accumulated depreciation and amortization related to real estate and related intangible
lease assets and liabilities of the VIE held for sale were as follows:

Net investments in real estate and related intangible
lease assets (liabilities) of VIE held for sale

Buildings and
Improvements

Acquired
Above-Market
Leases

In-Place Lease
Value

Acquired
Below-Market
Leases

$ 1,828,000

$ 3,172,000

$

$ (145,000)

45,000

8. Payable to Related Parties
Payable to related parties consists of asset management fees and expense reimbursement payable.
9. Equity
Common Stock
Our articles of incorporation authorize 290,000,000 shares of common stock with a par value of $0.001 and 10,000,000 shares of
preferred stock with a par value of $0.001. As of December 31, 2011 and 2010, we had cumulatively issued approximately
20.9 million shares of common stock for a total of $167.1 million of gross proceeds, exclusive of shares issued under our distribution
reinvestment plan. On November 23, 2010, we stopped making and accepting offers to purchase shares of our stock (see Note 2).
Distributions
We adopted a distribution reinvestment plan that allows our stockholders to have their distributions invested in additional shares of
our common stock. We have registered 21,100,000 shares of our common stock for sale pursuant to the distribution reinvestment
plan. The purchase price per share is 95% of the price paid by the purchaser for our common stock, but not less than $7.60 per share.
As of December 31, 2011 and December 31, 2010, approximately 2.3 million shares had been issued under the distribution
reinvestment plan. On November 23, 2010, our board of directors adopted a resolution to suspend the distribution reinvestment plan
indefinitely effective December 14, 2010. As a result, distributions were paid entirely in cash during the period between
December 14, 2010 and March 31, 2011. Commencing with the April 2011 distributions, the board elected to pay distributions on a
quarterly basis. However, due to cash constraints, the board elected to defer the second quarter 2011 distribution payment until the
Company’s cash position improves. The second quarter distribution of $0.5 million was paid in the fourth quarter of 2011. We cannot
provide any assurance as to if or when we will resume our distribution reinvestment plan.
The following are the distributions declared during the years ended December 31, 2011 and 2010:

Distributions Declared (1)(2)
Cash
Reinvested

Period

First quarter 2010
Second quarter 2010
Third quarter 2010
Fourth quarter 2010
First quarter 2011

$1,221,000
$1,256,000
$1,323,000
$1,524,000
$ 454,000
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$1,490,000
$1,468,000
$1,448,000
$ 481,000
$
—

Total

Cash Flows
Provided by
(Used in)
Operating
Activities

$2,711,000
$2,724,000
$2,771,000
$2,005,000
$ 454,000

$1,103,000
$ 461,000
$1,003,000
$ (265,000)
$ 481,000

Second quarter 2011
Third quarter 2011
Fourth quarter 2011

$460,000
$
—
$
—

$—
$—
$—

$460,000
$
—
$
—

$ (219,000)
$ (323,000)
$(1,608,000)

(1) 100% of the distributions declared during 2011 and 2010, respectively, represented a return of capital for federal income tax
purposes.
(2) In order to meet the requirements for being treated as a REIT under the Internal Revenue Code, we must pay distributions to our
shareholders each taxable year equal to at least 90% of our net ordinary taxable income. Some of our distributions have been
paid from sources other than operating cash flow, such as offering proceeds.
The declaration of distributions is at the discretion of our board of directors and our board will determine the amount of distributions
on a regular basis. The amount of distributions will depend on our funds from operations, financial condition, capital requirements,
annual distribution requirements under the REIT provisions of the Internal Revenue Code and other factors our board of directors
deems relevant. On November 23, 2010, our board of directors resolved to lower our distributions to an annualized rate of $0.08 per
share (1% based on a share price of $8.00). No distributions have been declared for periods after June 30, 2011. The rate and
frequency of distributions is subject to the discretion of our board of directors and may change from time to time based on our
operating results and cash flow.
From our inception in October 2004 through December 31, 2011, we declared aggregate distributions of $32.8 million. Our
cumulative net loss and cumulative net cash provided by operating activities during the same period were $68.7 million and
$4.7 million, respectively.
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Stock Repurchase Program
On November 23, 2010, our board of directors concluded that we did not have sufficient funds available to us to continue funding
share repurchases. Accordingly, our board of directors suspended repurchases under the program effective December 31, 2010. In
January 2011, repurchases due to the death of a shareholder that were requested in 2010, prior to the suspension of the stock
repurchase program were funded. We can make no assurance as to when and on what terms redemptions will resume. Our board has
the authority to resume, suspend again, or terminate the share redemption program at any time upon 30 days written notice to our
stockholders. Our board of directors may modify our stock repurchase program so that we can redeem stock using the proceeds from
the sale of our real estate investments or other sources.
During the year ended December 31, 2011, we redeemed shares pursuant to our stock repurchase program as follows:

Period

January(1)
February
March
April
May
June
July
August
September
October
November
December

Total
Number of Shares
Redeemed

46,096
—
—
—
—
—
—
—
—
—
—
—
46,096

Average Price
Paid per Share

Approximate Dollar
Value of Shares
Available That
May Yet Be
Redeemed Under the
Program

$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$

7.99
—
—
—
—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—
—
—
—
—

(1) In January 2011, share redemptions due to the death of a shareholder that were requested in 2010, prior to the suspension of the
stock repurchase program, were made under the program.
We have received requests to redeem 78,124 shares during the year ended December 31, 2011. However, due to the current
suspension of the stock repurchase program we were not able to fulfill any of these requests.
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During the year ended December 31, 2010, we redeemed shares pursuant to our stock repurchase program as follows:

Period

January
February
March
April
May(1)
June
July
August
September
October
November
December

Total
Number of Shares
Redeemed

249,146
100,999
159,479
161,356
123,562
39,822
13,750
—
—
5,225
25,228
16,348
894,915

Average Price
Paid per Share

Approximate Dollar
Value of Shares
Available That
May Yet Be
Redeemed
Under the
Program

$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$

7.46
7.63
7.76
7.82
7.64
7.98
8.00
—
—
7.98
7.98
7.96

6,057,000
4,198,000
2,190,000
928,000
—
—
—
—
—
—
—
—

(1) In May 2010, share redemptions equaled the funds available for repurchase in 2010. Therefore, we made no further ordinary
redemptions (other than redemptions due to death of a stockholder) for the remainder of 2010. On November 23, 2010 our board
of directors approved an amendment to our stock repurchase program to suspend any redemptions, including redemptions due to
death of a stockholder, under the program, effective December 31, 2010.
Our board of directors may modify our stock repurchase program so that we can redeem stock using the proceeds from the sale of our
real estate investments or other sources. We have no obligations to repurchase our stockholders’ shares of stock.
Employee and Director Incentive Stock Plan
We have adopted an Employee and Director Incentive Stock Plan (the “Plan”) which provides for the grant of awards to directors,
full-time employees, and other eligible participants that provide services to us. We have no employees, and we do not intend to grant
awards under the Plan to persons who are not directors. Awards granted under the Plan may consist of nonqualified stock options,
incentive stock options, restricted stock, share appreciation rights, and distribution equivalent rights. The term of the Plan is ten years.
The total number of shares of common stock reserved for issuance under the Plan is equal to 10% of our outstanding shares of stock
at any time.
Effective January 1, 2006, we adopted the provisions of FASB ASC 718-10, Compensation – Stock Compensation, which requires the
measurement and recognition of compensation expense for all share-based payment awards to employees and directors based on
estimated fair values. As of December 31, 2011, we had granted to our independent, non-employee directors nonqualified stock
options to purchase an aggregate of 80,000 shares of common stock, at an exercise price of $8.00 per share. Of these shares, 15,000
shares lapsed and were canceled on November 8, 2008 due to the resignation of one director from the board of directors on August 6,
2008.
Outstanding stock options became immediately exercisable in full on the grant date, will expire ten years after their grant date, and
have no intrinsic value as of December 31, 2011. We did not incur any non-cash compensation expense for the years ended
December 31, 2011, 2010 and 2009, respectively. No stock options were exercised or canceled during the twelve months ended
December 31, 2011 and 2010, respectively. We record compensation expense for non-employee stock options based on the estimated
fair value of the options on the date of grant using the Black-Scholes option-pricing model. These assumptions include the risk-free
interest rate, the expected life of the options and the expected stock price volatility over the expected life of the options, and the
expected distribution yield. Compensation expense for employee stock options is recognized ratably over the vesting term.
The expected life of the options is based on evaluations of expected future exercise behavior. The risk-free interest rate is based on
the U.S. Treasury yield curve at the date of grant with maturity dates approximately equal to the expected term of the options at the
date of grant. Volatility is based on historical volatility of our stock. The valuation model applied in this calculation utilizes highly
subjective assumptions that could potentially change over time, including the expected stock price volatility and the expected life of
an option. Therefore, the estimated fair value of an option does not necessarily represent the value that will ultimately be realized by
an independent, non-employee director.
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In connection with the registration of the shares in our Follow-On Offering, we have suspended the issuance of options to our
independent, non-employee directors under the Plan, and we do not expect to issue additional options to our independent, nonemployee directors until we cease offering shares pursuant to our offering.
Our equity compensation plan information as of December 31, 2011 and 2010 is as follows:

Plan Category

Equity compensation plans
approved by security
holders
Equity compensation plans not
approved by security
holders
Total

Number of
Securities to be
Issued Upon
Exercise of
Outstanding Options,
Warrants and Rights

Weighted Average
Exercise Price of
Outstanding Options,
Warrants and Rights

Number of Securities
Remaining Available
for Future Issuance

65,000

$

8.00

See footnote (1)

—
65,000

$

—
8.00

—
See footnote (1)

(1) Our Employee and Director Incentive Stock Plan was approved by our security holders and provides that the total number of
shares issuable under the plan is a number of shares equal to ten percent (10%) of our outstanding common stock. The maximum
number of shares that may be granted under the plan with respect to “incentive stock options” within the meaning of Section 422
of the Internal Revenue Code is 5,000,000. As of December 31, 2011 and 2010, there were approximately 23.0 million and
23.1 million shares of our common stock issued and outstanding, respectively.
Tax Treatment of Distributions
The income tax treatment for the distributions per share to common stockholders reportable for the years ended December 31, 2011,
2010, and 2009 is as follows:
Per Common Share

Ordinary income
Return of capital

2011

$—
$0.04

2010

— %
100.0%

$—
$0.45

2009

— %
100.0%

$0.02
$0.46

4.9%
95.1%

10. Related Party Transactions
Our company has no employees. Our Advisor is primarily responsible for managing our business affairs and carrying out the
directives of our board of directors. We have an Advisory Agreement with the Advisor and a dealer manager agreement with PCC
which entitle the Advisor and PCC to specified fees upon the provision of certain services with regard to the Offering and investment
of funds in real estate projects, among other services, as well as reimbursement for organizational and offering costs incurred by the
Advisor and PCC on our behalf and reimbursement of certain costs and expenses incurred by the Advisor in providing services to us.
Advisory Agreement
Under the terms of the Advisory Agreement, the Advisor will use commercially reasonable efforts to present to us investment
opportunities to provide a continuing and suitable investment program consistent with the investment policies and objectives adopted
by our board of directors. The Advisory Agreement calls for the Advisor to provide for our day-to-day management and to retain
property managers and leasing agents, subject to the authority of our board of directors, and to perform other duties.
The fees and expense reimbursements payable to the Advisor under the Advisory Agreement are described below. As discussed
below, we amended the Advisory Agreement on August 31, 2011 to reduce the asset management fee payable by us to our Advisor
effective October 1, 2011.
Organizational and Offering Costs. Organizational and offering costs of our Offerings have been paid by the Advisor on our behalf
and have been reimbursed to the Advisor from the proceeds of our Offerings. Organizational and offering costs consist of all expenses
(other than sales commissions and the dealer manager fee) to be paid by us in connection with our Offerings, including our legal,
accounting, printing, mailing and filing fees, charges of our escrow holder and other accountable offering expenses, including, but not
limited to, (i) amounts to reimburse the Advisor for all marketing-related costs and expenses such as salaries and direct expenses of
employees of the Advisor and its affiliates in connection with registering and marketing our shares; (ii) technology costs associated
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with the offering of our shares; (iii) the costs of conducting our training and education meetings; (iv) the costs of attending retail
seminars conducted by participating broker-dealers; and (v) payment or reimbursement of bona fide due diligence expenses. In no
event will we have any obligation to reimburse the Advisor for organizational and offering costs totaling in excess of 3.5% of the
gross proceeds from our Primary Offering and Follow-On Offering. At times during our offering stage, before the maximum amount
of gross proceeds has been raised, the amount of organization and offering expenses that we incur, or that our Advisor and its
affiliates incur on our behalf, may exceed 3.5% of the gross offering proceeds then raised. In no event will we have any obligation to
reimburse the Advisor for organizational and offering costs totaling in excess of 3.5% of the gross proceeds from our public offerings
at the conclusion of the Offerings.
As of December 31, 2011 and 2010, the Advisor and its affiliates had incurred on our behalf organizational and offering costs totaling
$5.6 million and $5.6 million, respectively, including approximately $0.1 million of organizational costs that were expensed and
approximately $5.5 million of offering costs which reduced the net proceeds of our Offerings. Of this amount, $4.4 million reduced
the net proceeds of our initial public offering and $1.1 million reduced the net proceeds of our Follow-On Offering.
Acquisition Fees and Expenses. The Advisory Agreement requires us to pay the Advisor acquisition fees in an amount equal to 2.0%
of the gross proceeds from our Offerings. We have paid the acquisition fees upon receipt of the gross proceeds from our Primary
Offering and Follow-On Offering (excluding gross proceeds related to sales pursuant to our distribution reinvestment plan). However,
if the Advisory Agreement is terminated or not renewed, the Advisor must return acquisition fees not yet allocated to one of our
investments. In addition, we are required to reimburse the Advisor for direct costs the Advisor incurs and amounts the Advisor pays
to third parties in connection with the selection and acquisition of a property, whether or not ultimately acquired. For the years ended
December 31, 2011 and 2010, the Advisor earned $0 and $23,000 of acquisition fees, respectively, which are included in real estate
acquisition costs in our consolidated statements of operations.
Management Fees and Expenses. Prior to October 1, 2011, the Advisory Agreement required us to pay the Advisor a monthly asset
management fee of one-twelfth of 1.0% of the Average Invested Assets (as defined in the Advisory Agreement). For the years ended
December 31, 2011, 2010, and 2009, the Advisor earned $1.3 million, $1.5 million, and $1.5 million, respectively, of asset
management fees which were expensed and included in asset management fees and expenses in our consolidated statements of
operations. On August 31, 2011, we amended the Advisory Agreement to provide that, beginning on October 1, 2011, the asset
management fee payable by us to our Advisor shall be reduced to a monthly rate of one-twelfth of 0.75% of our Average Invested
Assets, as defined above.
In addition, we reimburse the Advisor for the direct and indirect costs and expenses incurred by the Advisor in providing asset
management services to us, including personnel and related employment costs related to providing asset management services on our
behalf. These fees and expenses are in addition to management fees that we pay to third party property managers. For the years ended
December 31, 2011, 2010, and 2009, the Advisor reimbursed $0.2 million, $0.2 million, and $0.3 million, respectively, of such direct
and indirect costs and expenses on our behalf, which are included in asset management fees and expenses in our consolidated
statements of operations.
Operating Expenses. The Advisory Agreement provides for reimbursement of the Advisor’s direct and indirect costs of providing
administrative and management services to us. For the years ended December 31, 2011, 2010, and 2009, $0.7 million, $0.9 million,
and $0.6 million of such costs, respectively, were reimbursed and are included in general and administrative expenses in our
consolidated statements of operations.
Pursuant to provisions contained in our charter and in our Amended and Restated Advisory Agreement with our Advisor, our board of
directors has the ongoing responsibility of limiting our total operating expenses for the trailing four consecutive quarters to amounts
that do not exceed the greater of 2% of our average invested assets or 25% of our net income, calculated in the manner set forth in our
charter, unless a majority of the directors (including a majority of the independent directors) has made a finding that, based on
unusual and non-recurring factors that they deem sufficient, a higher level of expenses is justified (the “2%/25% Test”). In the event
that a majority of the directors (including a majority of the independent directors) does not determine that such excess expenses are
justified, our Advisor must reimburse to us the amount of the excess expenses paid or incurred (the “Excess Amount”).
As previously disclosed, for the periods ended March 31, 2011, June 30, 2011 and September 30, 2011, our board of directors
conditioned its findings that Excess Amounts for such periods were justified upon the Advisor agreeing to carry over such Excess
Amounts and include them in total operating expenses in subsequent periods for purposes of the 2%/25% Test, with any waiver of
such amounts being dependent on our Advisor’s satisfactory progress with respect to executing a strategic alternative to be chosen by
the independent directors. Accordingly, for the six-fiscal-quarter period ended September 30, 2011, our total operating expenses
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exceeded the greater of 2% of our average invested assets and 25% of our net income. We incurred operating expenses of
approximately $6.1 million and incurred an Excess Amount of approximately $1.7 million during the six quarters ended
September 30, 2011, which has been carried over and included in the total operating expenses for the seven-fiscal-quarter period
ended December 31, 2011 for purposes of the 2%/25% Test.
For the seven-fiscal-quarter period ended December 31, 2011, our total operating expenses again exceeded the greater of 2% of our
average invested assets and 25% of our net income. We incurred operating expenses of approximately $7.1 million and incurred an
Excess Amount of approximately $4.3 million during the seven quarters ended December 31, 2011. Our board of directors (including
a majority of our independent directors) has determined that this Excess Amount is justified as unusual because of our small size (for
a public reporting company) and non-recurring because of (i) the Advisor’s current progress toward developing strategic alternatives
for consideration by the independent directors, and (ii) the independent directors committee’s continuing progress towards negotiating
reductions in ongoing fees and expenses payable to the Advisor pursuant to the Amended and Restated Advisory Agreement.
However, notwithstanding such justification, and as a condition to such justification, the Advisor has again agreed that the Excess
Amount for the seven-fiscal-quarter period ended December 31, 2011 shall be carried over and included in total operating expenses in
subsequent periods, with any waiver dependent on our Advisor’s satisfactory progress with respect to executing a strategic alternative
to be chosen by the independent directors.
Property Management Fees. The Advisory Agreement provides that if we retain our Advisor or an affiliate to manage and lease some
of our properties, we will pay a market-based property management fee or property leasing fee, which may include reimbursement of
our Advisor’s or affiliate’s personnel costs and other costs of managing the properties. For the years ended December 30, 2011, 2010,
and 2009, the Advisor earned $15,000, $25,000, and $19,000, respectively, of such property management fees. These costs are
included in property operations and maintenance expenses in our consolidated statements of operations.
Disposition Fee. Prior to the second amendment to the Amended and Restated Advisory Agreement executed on November 11, 2011,
the Advisory Agreement provided that if the Advisor or its affiliates provide a substantial amount of the services (as determined by a
majority of our directors, including a majority of our independent directors) in connection with the sale of one or more properties, we
will pay the Advisor or such affiliate a disposition fee up to 3% of the sales price of such property or properties upon closing. This
disposition fee may be paid in addition to real estate commissions paid to non-affiliates, provided that the total real estate
commissions (including such disposition fee) paid to all persons by us for each property shall not exceed an amount equal to the lesser
of (i) 6% of the aggregate contract sales price of each property or (ii) the competitive real estate commission for each property. We
will pay the disposition fees for a property at the time the property is sold. For the years ended December 31, 2011, 2010, and 2009,
the Advisor earned $0.3 million, $0, and $0, respectively, of such disposition fees. Subsequent to November 11, 2011, the disposition
fee was changed from up to 3% of the sales price of properties sold to up to 1% of the sales price of properties sold if the Advisor or
its affiliates provide a substantial amount of the services (as determined by a majority of our directors, including a majority of our
independent directors).
Subordinated Participation Provisions. The Advisor is entitled to receive a subordinated participation upon the sale of our properties,
listing of our common stock or termination of the Advisor, as follows:
•

After stockholders have received cumulative distributions equal to $8.00 per share (less any returns of capital) plus cumulative,
non-compounded annual returns on net invested capital, the Advisor will be paid a subordinated participation in net sales
proceeds ranging from a low of 5% of net sales proceeds provided investors have earned annualized returns of 6% to a high of
15% of net sales proceeds if investors have earned annualized returns of 10% or more.

•

Upon termination of the Advisory Agreement, the Advisor will receive the subordinated performance fee due upon termination.
This fee ranges from a low of 5% of the amount by which the sum of the appraised value of our assets minus our liabilities on
the date the Advisory Agreement is terminated plus total distributions (other than stock distributions) paid prior to termination of
the Advisory Agreement exceeds the amount of invested capital plus annualized returns of 6%, to a high of 15% of the amount
by which the sum of the appraised value of our assets minus our liabilities plus all prior distributions (other than stock
distributions) exceeds the amount of invested capital plus annualized returns of 10% or more.

•

In the event we list our stock for trading, the Advisor will receive a subordinated incentive listing fee instead of a subordinated
participation in net sales proceeds. This fee ranges from a low of 5% of the amount by which the market value of our common
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stock plus all prior distributions (other than stock distributions) exceeds the amount of invested capital plus annualized returns of
6%, to a high of 15% of the amount by which the sum of the market value of our common stock plus all prior distributions
(other than stock distributions) exceeds the amount of invested capital plus annualized returns of 10% or more.
For the years ended December 31, 2011, 2010 and 2009, we did not incur any subordinated participation fees.
Dealer Manager Agreement
PCC, as dealer manager, is entitled to receive sales commissions of up to 7% of gross proceeds from sales in our Offerings. PCC, as
dealer manager, is also entitled to receive a dealer manager fee equal to up to 3% of gross proceeds from sales in the Offerings. The
dealer manager is also entitled to receive a reimbursement of bona fide due diligence expenses up to 0.5% of the gross proceeds from
sales in the Offerings. The Advisory Agreement requires the Advisor to reimburse us to the extent that offering expenses including
sales commissions, dealer manager fees and organization and offering expenses (but excluding acquisition fees and acquisition
expenses discussed above) are in excess of 13.5% of gross proceeds from the Offerings when combined with the shares sold under the
related distribution reinvestment plan. For the years ended December 31, 2011, 2010 and 2009, we incurred $0 million, $0.1 million,
and $1.8 million, respectively, payable to PCC for dealer manager fees and sales commissions. Much of this amount was reallocated
by PCC to third-party broker dealers. Dealer manager fees and sales commissions paid to PCC are a cost of capital raised and, as
such, are included as a reduction of additional paid in capital in the accompanying consolidated balance sheets.
11. Notes Payable
We have total debt obligations of $21.1 million that will mature in February and November of 2014. In connection with our notes
payable, we incurred financing costs totaling $0.9 million and $2.0 million, as of December 31, 2011 and 2010, respectively. These
financing costs have been capitalized and are being amortized over the life of their respective financing agreements. During the years
ended December 31, 2011, 2010, and 2009, $0.8 million, $0.3 million, and $0.2 million, respectively, of deferred financing costs were
amortized and included in interest expense in our consolidated statements of operations.
HSH Nordbank AG
We amended our credit agreement with HSH Nordbank AG, New York Branch (“HSH Nordbank”) in a series of amendments
extending the credit facility maturity date from September 20, 2010 to December 16, 2011. As a part of these amendments, we made a
principal reduction payment and paid extension fees.
The July 2011 amendment to this credit agreement extended the maturity date from September 30, 2011 to December 16, 2011 and
increased the margin spread over LIBOR from a range of 350 to 375 basis points to a fixed 375 basis points from June 1, 2011 to
September 30, 2011 and to 400 basis points from October 1, 2011 to the maturity date. Additionally, this amendment eliminated our
requirement to make principal reduction payments of $0.3 million in July, August, and September 2011, respectively. In connection
with this extension and the sale of the Goldenwest property (See Note 13), we made a principal payment of $7.8 million.
On November 28, 2011, this loan was repaid in its entirety with a portion of the proceeds from the sale of the Mack Deer Valley and
Pinnacle Park Business Center properties. As of December 31, 2011 and 2010, the outstanding principal amount of our obligations
under the credit agreement was $0 and $13.1 million, respectively. The weighted average interest rate as of December 31, 2010 was
2.11%.
Wells Fargo Bank, National Association
On November 13, 2007, we entered into a loan agreement with Wells Fargo Bank, National Association (“Wells Fargo Bank”),
successor-by-merger to Wachovia Bank, N.A., to facilitate the acquisition of properties during our offering period. The terms of the
loan agreement provided for a borrowing amount of up to $22.4 million, which was reduced to $15.9 million as of November 30,
2009, at an interest rate of 140 basis points over one-month LIBOR, secured by specified real estate properties. The loan agreement
had a maturity date of November 13, 2010, and provided for prepayment without penalty. Through a series of amendments executed
through June 30, 2011, we extended the maturity date from November 13, 2010 to August 13, 2011.
On August 12, 2011, the loan agreement was amended to extend the maturity to February 13, 2012. In connection with this
amendment, the 2111 South Industrial Park property and Shoemaker Industrial Buildings were added to the loan collateral, and we
made a principal payment of $0.5 million. The terms of the amended loan provide for two one-year extensions, subject to meeting
certain loan-to-value and debt service coverage ratios and require monthly principal payments. Interest on the amended loan increased
to 300 basis points over one-month LIBOR with a 150 basis point LIBOR floor.
F-30

On December 22, 2011, in connection with the sale of the 2111 South Industrial Park property (see Note 13), we made a principal
payment of approximately $0.9 million.
As of December 31, 2011 and December 31, 2010, we had net borrowings of approximately $14.4 million and $15.9 million under
the loan agreement, respectively. The weighted average interest rate as of December 31, 2011 and December 31, 2010 was 2.54% and
1.66%, respectively. The loan agreement contains various reporting covenants, including providing periodic balance sheets,
statements of income and expenses of borrower and each guarantor, statements of income and expenses and changes in financial
position of each secured property and cash flow statements of borrower and each guarantor. As of December 31, 2011, we were in
compliance with all financial covenants.
On February 13, 2012, the loan agreement was amended to extend the maturity to February 13, 2014 (see Note 17).
Transamerica Life Insurance Company
In connection with our acquisition of Monroe North Commerce Center, on April 17, 2008, we entered into an assumption and
amendment of note, mortgage and other loan documents (the “Loan Assumption Agreement”) with Transamerica Life Insurance
Company (“Transamerica”). Pursuant to the Loan Assumption Agreement, we assumed the outstanding principal balance of
approximately $7.4 million on the Transamerica secured mortgage loan. The loan matures on November 1, 2014 and bears interest at
a fixed rate of 5.89% per annum. As of December 31, 2011 and 2010, we had an outstanding balance of $6.7 million and $6.9 million,
respectively, under this loan agreement. This Loan Assumption Agreement contains various reporting covenants including an annual
income statement, rent roll, operating budget and a narrative summary of leasing prospects for vacant spaces. As of December 31,
2011, we were in compliance with all reporting covenants. The monthly payment on this loan is approximately $50,370. During the
years ended December 31, 2011, 2010, and 2009, we incurred $0.4 million, $0.4 million, and $0.4 million of interest expense,
respectively, related to this loan agreement.
The principal payments due on the Monroe North Commerce Center mortgage loan as of December 31, 2011 for each of the next five
years are as follows:
Year

Principal
Amount

2012
2013
2014
2015
2016

$ 217,000
$ 230,000
$6,234,000
$
—
$
—

12. Commitments and Contingencies
We monitor our properties for the presence of hazardous or toxic substances. While there can be no assurance that a material
environmental liability does not exist, we are not currently aware of any environmental liability with respect to the properties that
would have a material effect on our consolidated financial condition, results of operations and cash flows. Further, we are not aware
of any environmental liability or any unasserted claim or assessment with respect to an environmental liability that we believe would
require additional disclosure or the recording of a loss contingency.
Our commitments and contingencies include the usual obligations of real estate owners and operators in the normal course of
business. In the opinion of management, these matters are not expected to have a material impact on our consolidated financial
condition, results of operations and cash flows. We are also subject to contingent losses related to the notes receivable and note
receivable from related party. For further details see Notes 5 and 6. We are not presently subject to any material litigation nor, to our
knowledge, any material litigation threatened against us which if determined unfavorably to us would have a material effect on our
consolidated financial statements.
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13. Discontinued Operations
Divestitures
In accordance with FASB ASC 360-10, Property, Plant & Equipment, we report results of operations from real estate assets that meet
the definition of a component of an entity that have been sold, or meet the criteria to be classified as held for sale, as discontinued
operations.
On June 14, 2011, our wholly-owned subsidiary sold the Goldenwest property to Westminster Redevelopment Agency, a non-related
party, for a purchase price of $9.4 million. Goldenwest is a 102,200 square foot industrial building situated on 5.4 acres of land in
Westminster, CA. Approximately $7.8 million in proceeds from the sale were used to pay down a portion of the HSH Nordbank
credit facility. The operations of Goldenwest, including an impairment charge of $2.1 million recorded in the second quarter of 2011,
are presented in discontinued operations on our consolidated statements of operations for all periods presented.
On November 28, 2011, our wholly-owned subsidiaries sold the Mack Deer Valley and Pinnacle Park Business Center properties to a
non-related party for a purchase price of $23.9 million. The proceeds were used, in part, to pay down the entire balance of the HSH
Nordbank credit facility. The operations of these properties, including impairment charges of $17.0 million in the second quarter of
2011 and $0.8 million recorded in the fourth quarter of 2011, are presented in discontinued operations on our consolidated statements
of operations for all periods presented.
On December 22, 2011, our wholly-owned subsidiary sold the 2111 South Industrial Park property for a purchase price of $0.9
million. A loss on sale of $29,000 was recognized in the fourth quarter of 2011. The proceeds were used to pay down the Well Fargo
loan. The operations of this property, including impairment charges totaling $0.3 million in 2011, are presented in discontinued
operations on our consolidated statements of operations for all periods presented.
Properties Held for Sale
In the fourth quarter of 2011, our board of directors authorized us to actively market the Sherburne Commons property, a VIE that we
began consolidating on June 30, 2011 (see Note 7).
The assets and liabilities of properties for which we have initiated plans to sell, but have not yet sold as of December 31, 2011, have
been classified as assets of variable interest entity held for sale and liabilities of variable interest entity held for sale on the
accompanying consolidated balance sheets. As of December 31, 2011, this represents the assets and liabilities of the Sherburne
Commons property. The results of operations for the variable interest entity held for sale have been presented in discontinued
operations on the accompanying consolidated statements of operations for the year ended December 31, 2011.
The following is a summary of the components of (loss) income from discontinued operations for the years ended December 31,
2011, 2010, and 2009:
2011

Rental revenues, tenant reimbursements and other income
Operating expenses, real estate taxes, and interest expense
Depreciation and amortization
Impairment of real estate
Gain on sales of real estate, net
(Loss) income from discontinued operations

Year Ended December 31,
2010

$ 3,845,000
(2,538,000)
(586,000)
(24,930,000)
46,000
$(24,163,000)

$ 4,153,000
(1,334,000)
(1,267,000)
(770,000)
—
$ 782,000

2009

$ 4,176,000
(1,210,000)
(1,173,000)
—
—
$ 1,793,000

FASB ASC 360-10 requires that assets classified as held for sale be carried at the lesser of their carrying amount or fair value, less
selling costs. Accordingly, we recorded an impairment charge of $4.8 million in the fourth quarter of 2011 to record the Sherburne
Commons property at its fair value, less estimated selling costs.
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For the year ended December 31, 2011, we recorded impairment charges of $24.9 million related to real estate held for sale. These
impairment charges, classified in discontinued operations in our consolidated statements of operations, were recorded for the
following properties:
Impairment
Charge

Property

Goldenwest
Mack Deer Valley
Pinnacle Park Business Center
2111 South Industrial Park
Sherburne Commons

$ 2,095,000
9,673,000
8,136,000
261,000
4,765,000
$24,930,000

The fair value of these properties was derived using an income approach utilizing our internal estimate of market-based leasing
projections for each property and discount and capitalization rates derived from market surveys (see Note 4). Where applicable,
adjustments to fair value were made as final offers were received on properties sold.
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The following table presents balance sheet information for the properties classified as held for sale as of December 31, 2011 and
December 31, 2010.
December 31,
2011

Investments in real estate:
Land
Buildings and improvements, net
Intangible lease assets, net
Real estate held for sale, net
Other assets:
Tenant and other receivables, net
Leasing commissions, net
Other assets
Non-real estate assets associated with real estate held for sale
Assets of variable interest entity held for sale:
Cash and cash equivalents
Investments in real estate, net
Accounts receivable, inventory and other assets
Assets of variable interest entity held for sale
Liabilities:
Accounts payable and accrued liabilities
Interest payable
Tenant security deposits
Intangible lease liabilities, net
Notes payable
Liabilities associated with real estate held for sale
Liabilities of variable interest entity held for sale:
Note payable
Loan payable
Accounts payable and accrued liabilities
Intangible lease liabilities, net
Interest payable
Liabilities of variable interest entity held for sale

$

$
$

$

December 31,
2010

—
—
—
—

$20,607,000
32,198,000
283,000
$53,088,000

—
—
—
—

$

$

$ 95,000
5,045,000
232,000
$5,372,000

$

$

$

$

—
—
—
—
—
—

$1,332,000
127,000
373,000
145,000
142,000
$2,119,000

$

303,000
65,000
56,000
424,000
—
—
—
—

60,000
261,000
240,000
39,000
9,270,000
$ 9,870,000
$

$

—
—
—
—
—
—

14. Segment Reporting
ASC 280-10, “Segment Reporting,” establishes standards for reporting financial and descriptive information about an enterprise’s
reportable segments. Prior to the third quarter of 2011, we operated in one reportable segment: Industrial. As of September 30, 2011,
we operated in two reportable business segments for management and internal financial reporting purposes: Industrial and Senior
Housing. These operating segments represent the segments for which separate financial information is available and for which
operating results are evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing
performance. Our Senior Housing segment consisted solely of the operations of the Sherburne Commons property, a senior-living
facility owned by Nantucket Acquisition LLC and a VIE that we consolidated on June 30, 2011 as a result of our becoming the
primary beneficiary of the entity (see Note 7).
In October 2011, we reclassified the Sherburne Commons property as held for sale (see Note 13) and the results of its operations have
been reported in discontinued operations. Therefore, as of and for the year ended December 31, 2011, we report our operations under
one reportable segment: Industrial. Our Industrial segment consists of nine multi-tenant industrial properties offering a combination
of warehouse and office space adaptable to a broad range of tenants and uses typically catering to local and regional businesses.
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We evaluate performance of the combined properties in each segment based on net operating income (“NOI”). NOI is a non-GAAP
supplemental measure used to evaluate the operating performance of real estate properties. We define NOI as total rental revenues,
tenant reimbursements and other income less property operating and maintenance expenses. NOI excludes interest income from notes
receivable, general and administrative expense, asset management fees and expenses, real estate acquisition costs, depreciation and
amortization, impairments, interest income, interest expense, and income from discontinued operations. There were no intersegment
transactions in the third quarter of 2011 as we record interest income from the Sherburne Commons note on a cash basis (see Note 6).
We believe NOI provides investors relevant and useful information because it measures the operating performance of the REIT’s real
estate at the property level on an unleveraged basis. We use NOI to make decisions about resource allocations and to assess and
compare property-level performance. We believe that net income (loss) is the most directly comparable GAAP measure to NOI. NOI
should not be viewed as an alternative measure of operating performance to net income (loss) as defined by GAAP since it does not
reflect the aforementioned excluded items. Additionally, NOI as we define it may not be comparable to NOI as defined by other
REITs or companies, as they may use different methodologies for calculating NOI.
The following table reconciles NOI from net loss for the years ended December 31, 2011, 2010 and 2009:
2011

Net loss
Interest income from notes receivable
General and administrative
Asset management fees and expenses
Real estate acquisition costs
Depreciation and amortization
Impairment of notes receivable
Impairment of real estate
Interest income
Interest expense
Loss (income) from discontinued operations
Net operating income

Year Ended December 31,
2010

$(54,053,000)
(416,000)
2,834,000
1,489,000
—
1,839,000
1,442,000
23,644,000
—
1,727,000
24,163,000
$ 2,669,000
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$(3,133,000)
(1,389,000)
2,163,000
1,654,000
52,000
2,139,000
—
1,250,000
(4,000)
1,157,000
(782,000)
$ 3,107,000

2009

$(8,111,000)
(1,308,000)
1,608,000
1,822,000
430,000
2,468,000
4,626,000
2,360,000
(8,000)
1,221,000
(1,793,000)
$ 3,315,000

15. Business Combinations
We did not acquire any businesses in 2011.
1830 Santa Fe
On August 5, 2010, we completed the purchase of the 1830 Santa Fe property. We have accounted for the 2010 acquisition as a
business combination under U.S. GAAP. Under business combination accounting, the assets and liabilities of acquisitions are
recorded as of the acquisition date, at their respective fair values, and consolidated in our consolidated financial statements. The
following summary provides the allocation of the assets acquired and liabilities assumed from the acquisition of the 1830 Santa Fe
property as of the acquisition date:
Twelve Months Ended
December 31, 2010

Land
Buildings and improvements
Site improvements
Tenant improvements
In-place leases
Above-market leases
Real estate acquisition
Acquisition expenses

$

$
$

825,000
370,000
36,000
29,000
21,000
34,000
1,315,000
39,000

The following unaudited pro forma information for the years ended December 31, 2010 and 2009 has been prepared to reflect the
incremental effect of the 1830 Santa Fe acquisition as if such transaction had occurred on January 1, 2009. As this acquisition is
assumed to have been made on January 1, 2009, the shares raised during our offering needed to purchase the property are assumed to
have been sold and outstanding as of January 1, 2009 for purposes of calculating per share data.
Twelve Months ended December 31,
2010
2009

Revenues
Net loss applicable to common shares
Basic and diluted net loss per common share applicable to
common shares

$ 6,216,000
$ (3,100,000)

$ 7,073,000
$ (8,049,000)

$

$

(0.13)

(0.37)

Nantucket Acquisition LLC
Nantucket Acquisition LLC is considered a variable interest entity because the equity owners of Nantucket Acquisition LLC do not
have sufficient equity at risk, and our mortgage loan commitment was determined to be a variable interest. Due to the suspension of
interest payments by the borrower, we issued a notice of default to the borrower on June 30, 2011 and determined that we are the
primary beneficiary of the VIE due to our enhanced ability to direct the activities of the VIE. The primary beneficiary of a VIE is
required to consolidate the operations of the VIE. Consequently, we have consolidated the operations of the VIE as of June 30, 2011
and, accordingly, eliminated the note receivable from related party balance in consolidation (see Note 6 and 7).
As of October 19, 2011, the Sherburne Commons property met the requirements for reclassification to real estate held for sale.
Consequently, the related assets and liabilities of the property are classified as assets of variable interest entity held for sale and
liabilities of variable interest entity held for sale, respectively, on our consolidated balance sheets. Operating results for the property
have been reclassified to discontinued operations on our consolidated statements of operations for the year ended December 31, 2011
(see Notes 6, 7 and 13).
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16. Selected Quarterly Data (unaudited)
Set forth below is certain unaudited quarterly financial information. We believe that all necessary adjustments, consisting only of
normal recurring adjustments, have been included in the amounts stated below to present fairly, and in accordance with generally
accepted accounting principles, the selected quarterly information when read in conjunction with the consolidated financial
statements.
Quarters Ended
September 30,
June 30,
2011
2011

December 31,
2011

March 31,
2011

Revenues
Expenses
Operating loss
Interest expense, net
Loss from continuing operations
(Loss) income from discontinued
operations
Net loss
Noncontrolling interests’ share in losses
Net loss applicable to common shares
Basic and diluted net loss per common
share applicable to common shares
Weighted-average number of common
shares outstanding:
Basic and diluted

$ 1,045,000
1,578,000
(533,000)
708,000
(1,241,000)

$ 1,155,000
2,349,000(1)
(1,194,000)
408,000
(1,602,000)

$ 1,256,000
27,004,000(2)
(25,748,000)
320,000
(26,068,000)

$ 1,264,000
1,952,000
(688,000)
291,000
(979,000)

(5,609,000)(3)
(6,850,000)
1,591,000
$ (5,259,000)

107,000(4)
(1,495,000)
352,000
$ (1,143,000)

(18,871,000)(5)
(44,939,000)
52,000
$(44,887,000)

210,000
(769,000)
—
$ (769,000)

$

$

$

$

Distributions declared per common share

$

(0.23)

23,028,284
—

(0.05)

23,028,284
$

—

(1.95)

23,028,284
$

0.02

23,039,808
$

Quarters Ended
September 30,
June 30,
2010
2010

December 31,
2010

Revenues
Expenses
Operating loss
Interest expense, net
Loss from continuing operations
(Loss) income from discontinued
operations
Net (loss) income
Noncontrolling interests’ share in losses
Net (loss) income applicable to common
shares
Basic and diluted net (loss) income per
common share applicable to common
shares
Weighted-average number of common
shares outstanding:
Basic and diluted

$ 1,283,000
3,123,000(6)
(1,840,000)
320,000
(2,160,000)

Distributions declared per common share

$

$ 1,510,000
1,994,000
(484,000)
304,000
(788,000)

(532,000)(7)
(2,692,000)
2,000

$ 1,597,000
1,803,000
(206,000)
267,000
(473,000)

219,000
(569,000)
—

(0.03)

0.02
March 31,
2010

$ 1,756,000
1,988,000
(232,000)
262,000
(494,000)

580,000
107,000
—

515,000
21,000
—

$ (2,690,000)

$ (569,000)

$

107,000

$

21,000

$

$

$

0.00

$

0.00

(0.12)

23,049,975
0.09

(0.02)

22,880,212
$

0.12

23,003,752
$

0.12

23,003,489
$

0.12

(1) Included in expenses for the three months ended September 30, 2011 is approximately $0.4 million of real estate impairments.
(2) Included in expenses for the three months ended June 30, 2011 is approximately $23.2 million of real estate impairments and
$1.7 million of notes receivable impairment.
(3) Included in loss from discontinued operations for the three months ended December 31, 2011 is approximately $5.6 million of
real estate impairments.
(4) Included in income from discontinued operations for the three months ended September 30, 2011 is approximately $0.2 million
of real estate impairments.
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(5) Included in loss from discontinued operations for the three months ended June 30, 2011 is approximately $19.1 million of real
estate impairment.
(6) Included in expenses for the three months ended December 31, 2010 is approximately $1.2 million of real estate impairments.
(7) Included in loss from discontinued operations for the three months ended December 31, 2010 is approximately $0.8 million of
real estate impairments.
17. Subsequent Event
On February 13, 2012, we amended our loan agreement with Wells Fargo Bank, extending the maturity date from February 13, 2012
to February 13, 2014. In connection with this amendment, we made a principal payment of $7.5 million, reducing the outstanding
principal amount of our obligations under the loan agreement from $14.3 million to $6.8 million as of February 13, 2012, and paid
fees and expenses totaling approximately $65,000. The interest rate on the amended loan decreased from 300 basis points over onemonth LIBOR to 200 basis points over one-month LIBOR, with the one-month LIBOR floor remaining fixed at 150 basis points. Any
amounts repaid under the loan agreement may not be re-borrowed. All other terms of the loan agreement remain in full force and
effect.
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CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES
SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
December 31, 2011

Description

Year Ended December 31, 2009:
Allowance for doubtful accounts
Allowance for notes receivable
Year Ended December 31, 2010:
Allowance for doubtful accounts
Allowance for notes receivable
Year Ended December 31, 2011:
Allowance for doubtful accounts
Allowance for notes receivable

Balance at
Beginning of
Period

Charged to
Costs and
Expenses

Deductions

Balance at
End of
Period

$ 316,000
—
$ 316,000

$ 409,000
4,626,000
$5,035,000

$ (234,000)
—
$ (234,000)

$ 491,000
4,626,000
$5,117,000

$ 491,000
4,626,000
$5,117,000

$

$

(90,000)
—
(90,000)

$ 411,000
4,626,000
$5,037,000

$ 411,000
4,626,000
$5,037,000

$ (15,000)
1,442,000
$1,427,000

$ (164,000)
(6,068,000)
$(6,232,000)

$ 232,000
—
$ 232,000

S-1

$

10,000
—
10,000

$

CORNERSTONE CORE PROPERTIES REIT, INC. AND SUBSIDIARIES

SCHEDULE III
REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2011

Costs
Capitalized
Initial Cost
Gross Amount Invested
Subsequent
Building
Building
to
Land
and Improv.
Total
Emcumbrance
Land
& Improv. Acquisition Impairment
$
— $ 589,000 $ 1,479,000 $
53,000 $ 1,032,000 $
— $
— $
—

Description
2111 S. Industrial Park, Tempe, AZ
Shoemaker Industrial Buildings, Santa Fe Springs,
CA
15172 Goldenwest Circle, Westminister, CA
20100 Western Avenue, Torrance, CA
Mack Deer Valley, Phoenix, AZ
Marathon, Tampa Bay, FL
Pinnacle Peak, Phoenix, AZ
Orlando Small Bay Portfolio, Orlando, FL
Monroe North Commerce Center Sanford, FL
1830 S. Santa Fe, Santa Ana, CA
Totals
$

(1)
(a)

(1)
952,000
1,521,000
39,000
1,250,000
440,000
—
7,186,000
4,335,000
95,000
2,095,000
—
—
7,775,000 11,265,000
210,000
6,905,000
4,745,000
—
6,305,000 17,056,000
154,000
9,673,000
—
—
979,000
3,562,000
80,000
2,360,000
446,000
—
6,766,000 13,301,000
—
8,136,000
—
(1) 6,612,000 30,957,000
188,000 11,784,000
4,262,000
6,681,000
1,974,000 12,675,000
296,000
4,530,000
1,303,000
—
825,000
435,000
33,000
425,000
537,000
6,681,000 $39,963,000 $96,586,000 $ 1,148,000 $ 48,190,000 $11,733,000 $

643,000
1,083,000
—
—
6,158,000 10,903,000
—
—
1,552,000
1,998,000
—
—
17,764,000 22,026,000
7,775,000
9,078,000
288,000
825,000
34,180,000 $45,913,000 $

27,000
2001
—
1968
116,000
2001
—
2005
108,000 1989-1994
—
2006
393,000 2002-2005
189,000 2002-2005
17,000
2010
850,000

06/30/06
12/01/06
12/01/06
01/21/07
04/02/07
10/02/07
11/15/07
04/17/08
08/05/10

The loan agreement with Wells Fargo Bank, National Association is secured by these properties. As of December 31, 2011, the balance related to this loan
agreement was $14.4 million.
The changes in total real estate for the years ended December 31, 2011, 2010 and 2009 are as follows.

Balance at December 31, 2008
2009 Impairment of real estate
2009 Additions
Balance at December 31, 2009
2010 Acquisitions
2010 Impairment of real estate
2010 Additions
Balance at December 31, 2010
2011 Sale of properties
2011 Impairment of real estate
2011 Additions
Balance at December 31, 2011
(b)

Life on
which
Depreciation
in
Latest
Income
Statement
Date
of
is
Accumulated
Date
Depreciation Construct Acquired Computed
$
—
1974 06/01/06
34 years

Cost

Accumulated
Depreciation

$ 135,569,000
(2,623,000)
171,000
$ 133,117,000
1,260,000
(2,383,000)
220,000
$ 132,214,000
(33,141,000)
(53,732,000)
572,000
$ 45,913,000

$ (4,104,000)
263,000
(3,001,000)
$ (6,842,000)
—
363,000
(2,936,000)
$ (9,415,000)
722,000
9,923,000
(2,080,000)
$ (850,000)

For federal income tax purposes, the aggregate cost of our nine properties is approximately $82.3 million.
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34 years
39 years
39 years
39 years
36 years
39 years
39 years
39 years
39 years

SIGNATURES
Pursuant to the requirements of the Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.
CORNERSTONE CORE PROPERTIES REIT, INC.
Date: March 30, 2012

By: /s/ Terry G. Roussel
Terry G. Roussel
Chief Executive Officer, President and
Chairman of the Board of Directors

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities indicated on March 30, 2012.
Name

Title

/s/ Terry G. Roussel
Terry G. Roussel

Chief Executive Officer and Director
(Principal Executive Officer)

/s/ Stephen I. Robie
Stephen I. Robie

Chief Financial Officer
(Principal Financial and Accounting Officer)

/s/ Paul Danchik
Paul Danchik

Director

/s/ Jody J. Fouch
Jody J. Fouch

Director

/s/ Daniel L. Johnson
Daniel L. Johnson

Director
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Exhibit 10.11
FORBEARANCE AND FIRST AMENDMENT TO LOAN AGREEMENT
DOCUMENTARY AND INTANGIBLE TAXES HAVE BEEN PAID ON AND IN CONNECTION WITH THE
ORIGINAL LOAN DOCUMENTS DISCUSSED HEREIN. NO ADDITIONAL FUNDS ARE BEING ADVANCED
PURSUANT TO THIS SETTLEMENT AGREEMENT, AND THEREFORE, NO ADDITIONAL DOCUMENTARY
OR INTANGIBLE TAXES ARE DUE IN CONNECTION HEREWITH.
THIS FORBEARANCE AND FIRST AMENDMENT TO LOAN AGREEMENT (the “Forbearance Agreement”) is made
and entered into as of the 22nd day of December, 2011 by and among Cornerstone Operating Partnership, LP, a Delaware limited
partnership (“Lender”), Servant Investments, LLC, a Florida limited liability company (“SI”), Servant Healthcare Investments, LLC a
Florida limited liability company (“SHI”) SpringLake Healthcare Capital, LLC, a Florida limited liability company (“SpringLake”),
and John Mark Ramsey, Scott Larche, and Kevin Thomas each an individual residing in the State of Florida (collectively the
“Principals”). Capitalized terms used herein but not defined shall have the meanings ascribed to such terms in the Loan Agreements
(defined below).
RECITALS
The Loans
WHEREAS, SHI and Lender are parties to that certain Loan Agreement dated as of May 19, 2008, and the various amendments
thereto (as amended, the “SHI Loan Agreement”) pursuant to which Lender advanced credit on a secured basis to SHI (the “SHI
Loan”) and which SHI Loan is guaranteed by SI pursuant to the “Guaranty Agreement”;
WHEREAS, SI and Lender are parties to that certain Loan Agreement dated as of May 19, 2008, and the various amendments
thereto (as amended, the “SI Loan Agreement” and together with the SHI Loan Agreement, the “Loan Agreements”) pursuant to
which Lender advanced credit to SI (the “SI Loan” and together with the SHI Loan the “Loans”);
WHEREAS, the outstanding balance due and owing under the Loans is $9,617,277.77, including principal, interest, fees, costs
and any other amounts owing to Lender in connection with the Loans (the “Outstanding Amount”);
Advisory Relationships
WHEREAS, Cornerstone Leveraged Realty Advisors, LLC (“CLRA”) currently serves as the advisor to Cornerstone Healthcare
Plus REIT, Inc. (“CHP”) pursuant to that certain advisory agreement initially executed as of September 12, 2007 by and between
CLRA and CHP, and subsequently amended by that certain Omnibus Agreement dated July 29, 2011 (the “Omnibus Agreement”) by
and among Cornerstone Ventures, Inc. (“CVI”), CIP Leveraged Fund Advisors, LLC (“CLFA”), CLRA, SHI, Terry Roussel,
individually (Terry Roussel together with CVI, CLFA and the CLRA, “Cornerstone”), and CHP (the advisory agreement, as amended
by the Omnibus Agreement, the “Advisory Agreement”).

WHEREAS, SHI currently serves as the sub-advisor to CHP pursuant to that certain sub-advisory agreement dated as of
May 19, 2008 initially entered into by and between CLFA, CLRA and SHI, and subsequently amended and assigned by CLFA and
CLRA to CHP pursuant to the Omnibus Agreement (the sub-advisory agreement, as amended by the Omnibus Agreement, the “SubAdvisory Agreement”);
WHEREAS, SHI currently earns certain fees from CHP pursuant to the Sub-Advisory Agreement, which secure and are the
principal source of payment for the SHI Loan;
WHEREAS, CHP has the right to terminate, or to decline to renew the term of, the Advisory Agreement and the Sub-Advisory
Agreement, and has indicated its intention to do so in the near future;
WHEREAS, upon CHP’s anticipated termination or non-renewal of the Advisory Agreement and Sub-Advisory Agreement,
CHP has indicated that it intends either (i) to convert to an internal management structure by hiring its own employees to perform the
advisory and sub-advisory functions that are currently performed by Cornerstone and SHI, or (ii) if the obligations represented by the
SHI and SI Loans can be restructured so that SpringLake, an entity organized by the Principals, can be adequately capitalized, to
retain SpringLake as the sole advisor to CHP;
WHEREAS, SI has no active advisory relationships or other current sources of income with which to pay the SI Loan and has
been in default of its payment obligations since September, 2010.
Economic Terms of Settlement
WHEREAS, Lender has agreed to satisfy and cancel the SI Loan as well as the SI Guaranty of the SHI Loan in their entirety and
to amend the SHI Loan by reducing the SHI Note to $1,000,000 and by further requiring SHI to amend its original security agreement
set forth in the SHI Loan Agreement to provide additional collateral to Lender in consideration for Lender’s forbearance upon the
immediate payment of $1,500,000.00 (the “Payment” to be made jointly by SI and SHI;
WHEREAS, in furtherance of the first amendment to the SHI Loan, SHI has delivered a secured promissory Note (as defined
below) in the amount of $1,000,000 in favor of Lender as well as an amended Security Agreement (as defined below) in favor of
Lender;
WHEREAS, SHI through the amended Security Agreement has agreed to pledge all of its property (with certain exceptions) as
collateral security for the Note;
WHEREAS, the Principals have also agreed to pledge to Lender their respective rights to receive distributions from SpringLake
in excess of certain agreed upon amounts as additional collateral security for the Note;
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Release
WHEREAS, it is the intention of the parties to this Forbearance Agreement that in consideration of the Lender’s forbearance
from exercising its rights and remedies under the Loan Agreements, and in further consideration of the Payment, the Note, Security
Agreement, and Hypothecation Agreement all of the disputes between and among Lender, SI, the Principals, and their respective
affiliates, subsidiaries, successors and assigns be resolved, dismissed and released in all respects, with the sole exception of their
respective duties, responsibilities and obligations hereunder, and that mutual releases be executed.
AGREEMENT
NOW THEREFORE, in consideration of the mutual covenants and agreements set forth herein, and other good and valuable
consideration granted hereunder, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:
1. SpringLake Agreement Approval.
(a) The effectiveness of this Agreement is contingent upon the approval and execution of a new, definitive advisory
agreement (the “SpringLake Agreement”) between CHP and SpringLake.
(b) The date upon which the SpringLake Agreement is executed shall be the “Effective Date.”
2. Closing. The consummation of the transactions set forth herein (the “Closing”) will take place at a mutually agreeable date
and time not more than two (2) business days after the Effective Date (such date, the “Closing Date”).
3. Settlement Documents. At the Closing, the following provisions will take effect:
(a) SHI and SI shall jointly cause a payment of $1,500,000 in immediately available funds to be made to Lender in
accordance with its wire instructions.
(b) SHI will execute and deliver the secured replacement promissory Note attached hereto as Exhibit “A” (the “Note”).
(c) The Principals will execute and deliver the Hypothecation Agreement attached hereto as Exhibit “B”(the “Principals
Hypothecation Agreement”).
(d) SHI will execute and deliver the amended Security Agreement attached hereto as Exhibit “C” (the “Security
Agreement”). The Note represents the Secured Obligations as that term is defined in the Principals Hypothecation Agreement.
4. Mutual Releases. Except as otherwise stated herein, at the Closing, among other things, Lender, SI, SI’s Affiliates (as
hereinafter defined) and the Principals will mutually release
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one another from all rights, claims and liabilities including, without limitation, those arising under the SI Loan Agreement, and the
Guaranty Agreement that existed prior to the Effective Date, but specifically excluding any rights, claims and liabilities arising under
the Note, Security Agreement and Principals Hypothecation Agreement, pursuant to Mutual Releases in substantially the form
attached hereto as Exhibit D (the “Release” and together with this Forbearance Agreement, the Note, the Security Agreement, and the
Principals Hypothecation Agreement the “Forbearance Documents”).
5. Covenants. It is a material inducement to Lender entering into this Forbearance Agreement that SI, SHI, SpringLake and the
Principals agree as follows:
(a) So long as any amount is outstanding under the Note, the Principals will, so long as CHP continues to be willing to use
an external advisor controlled by the Principals, conduct the business of advising CHP solely through SpringLake provided that,
the foregoing shall not prohibit the Principals from becoming employees of CHP;
(b) So long as any amount is outstanding under the Note, SpringLake will not incur any indebtedness for borrowed money
without the prior written consent of Lender which consent may be withheld in its sole discretion unless such new indebtedness is
limited exclusively to trade payables, equipment financing, and working capital indebtedness not to exceed $25,000 (such
permitted debt the “Permitted Indebtedness”);
(c) So long as any amount is outstanding under the Note, SpringLake will not pledge or hypothecate any of its property,
including without limitation, the fees and revenues earned by SpringLake under the SpringLake Agreement, to secure any
obligation of any person other than Permitted Indebtedness without the prior written consent of Lender, which consent may be
withheld in its sole discretion; provided that, in the absence of an Event of Default, fifteen percent (15%) of the Profits Interest
(as defined in the Hypothecation Agreement) may be pledged without Lender’s consent.
(d) So long as any amount is outstanding under the Note, the Principals will not pledge or hypothecate either their
Membership Units or the Collateral (as defined in the Principals Hypothecation Agreement) without the prior written consent of
Lender, which consent may be withheld in its sole discretion.
(e) So long as any amount is outstanding under the Note, the Principals will cause SpringLake to maintain an election to be
treated as a partnership or s-corporation for tax purposes.
(f) So long as any amount is outstanding under the Note, SHI will not incur any indebtedness for borrowed money, will not
pledge or hypothecate any of its real or personal property to secure any obligation of any person and will not sell, assign, convey
or transfer any of its real or personal property to a third party without the prior written consent of Lender, which consent may be
withheld in its sole discretion.
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(g) All reasonable professional fees, including without limitation, Lender’s attorneys fees and costs, shall be paid in full at
Closing or on such other date agreed to by Lender.
6. Additional Settlement Amount. SI agrees that in the event it or any subsidiaries it forms on or after the Effective Date for the
general purpose of an operating business, specifically excluding entities formed for the special purpose of owning or investing
directly in particular real estate assets, succeed in any substantial portion of their respective businesses (SI and any such subsidiary
(ies) hereinafter collectively referred to as the “Additional Amount Obligors”) and earn Adjusted Net Income, as defined below, in
excess of $1,000,000.00 during the period beginning on January 1, 2012 and ending on December 31, 2013 (hereinafter referred to as
the “Additional Amount Period”), it shall pay an additional amount (the “Additional Amount”) in consideration of the Forbearance
Agreement calculated as follows: 50% of the Adjusted Net Income (as hereinafter defined) of all Additional Amount Obligors in
excess of $1,000,000.00 earned during the Additional Amount Period; provided, however, that the Additional Amount shall not
exceed $2,500,000.00. “Adjusted Net Income” shall mean the sum calculated as net income (as determined in accordance with
GAAP) plus (i) interest expenses, (ii) depreciation and amortization, (iii) the amount of any annual compensation above market rates
including, without limitation, wages, salary or commissions, taking into account market annual increases made to any person
identified on Exhibit E hereto (which Exhibit cannot be altered, modified, or amended without Lender’s prior written consent) and
that owns directly or indirectly an equity interest in any Additional Amount Obligor (other than payments to any such Additional
Amount Obligor made solely for tax obligations in an amount not exceeding 40% of the taxable income of such Additional Amount
Obligor), and (iv) any other non-cash triggered expense; minus (x) any cancellation of debt income, (y) payments any such Additional
Amount Obligor made solely for tax obligations in an amount not exceeding 40% of the taxable income of such Additional Amount
Obligor, and (z) any other non-cash triggered revenue. SI shall on or prior to March 1 of each year commencing with March 1, 2012
provide a report consisting of the draft financial statements, certified by an officer of SI or the relevant Additional Amount Obligor,
of all Additional Amount Obligors and showing the calculation of the Additional Amount. The financial statements shall be audited
by an independent auditing firm and provided within 30 days of the date of issuance of such audited financial statements. SI shall or
shall cause the relevant Additional Amount Obligor to pay the Additional Amount on or before the provision of each such audited
financial report. SI or the Additional Amount Obligor shall have the right, but not the obligation, to pay an estimated Additional
Amount prior to December 31 of each year of the Additional Amount Period, and in such event, upon provision of that year’s audited
financial reports, the Additional Amount Obligor(s) shall provide Lender with a true-up calculation of the actual Additional Amount
to the estimated Additional Amount, and, within 15 calendar days of the provision of such calculation, any shortage shall be paid to
and any overage reimbursed by Lender. Lender, at its expense, shall have the right to independently audit the books and records of
any Additional Amount Obligor to confirm the calculation of the Additional Amount.
7. Representations and Warranties.
(a) Authorization. Each party hereto represents to each other party hereto that it has the requisite power and authority to
enter into and perform this Agreement, and that the execution and performance of this Forbearance Agreement does not violate
in any material respect any law applicable to it, or any indenture, agreement or undertaking to which such party is bound.
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(b) No Default. The execution and delivery of this Forbearance Agreement, and the consummation of the transactions
contemplated hereby by a party hereto do not and will not violate any law, rule, regulation, order, writ, judgment, injunction,
decree or award binding on such party, or conflict with or constitute a default under or result in the creation or imposition of any
lien pursuant to the terms of any indenture, instrument or agreement to which such party is bound.
(c) SI, and certain of its officers and directors represent and warrant to Lender that to the best of their knowledge and
belief, the balance sheet attached hereto as Exhibit F fairly represents the assets and liabilities of SI as of November 30, 2011.
(d) SHI, and certain of its officers and directors as well as the Principals represent and warrant to Lender that, to the best of
their knowledge and belief, the balance sheet attached hereto as Exhibit G fairly represents the assets and liabilities of SHI as of
November 30, 2011.
(e) SI, SHI and their Affiliates represent and warrant that, as of the date hereof, no known right of offset, defense,
counterclaim, claim, causes of action or objection in favor of SI or SHI against Lender exists arising out of or with respect to the
obligations arising under the Loan Agreements, this Forbearance Agreement, or any of the other Forbearance Documents,
(ii) any other documents evidencing, securing or in any way relating to the foregoing, or (iii) the administration or funding of the
Loans.
(f) SI, SHI and their respective affiliates, subsidiaries, successors and assigns (the “Affiliates”) hereby represent and
warrant that the payments made pursuant to this Forbearance Agreement will not be considered fraudulent transfers or voidable
preferences as defined by either the United States Bankruptcy Code and/or applicable Florida Statutes, and that the payments
made hereunder are not made to hinder, delay or defraud their creditors. SI, SHI and their Affiliates do not intend, by executing
and delivering this Forbearance Agreement or any other document contemplated by this Forbearance Agreement, or by entering
into any transaction referred to in this Forbearance Agreement, to hinder, delay or defraud any person or entity to whom SI, SHI
and their Affiliates are or shall become indebted. SI, SHI and their Affiliates agree that to the extent the Lender has received, or
will receive, by virtue of this Forbearance Agreement, “transfers” or “preferences” as such terms are defined by the United
States Bankruptcy Code, 11 U.S.C. § 101, et. seq. (the “Bankruptcy Code”), Lender has given new value and reasonably
equivalent value in exchange for such transfers. In addition, to the extent Lender has received or will receive, by virtue of this
Forbearance Agreement, “transfers” or “preferences”, it is hereby agreed that Lender will not have received more than it would
if SI, SHI or their Affiliates were liquidated under Chapter 7 of the Bankruptcy Code.
(g) Notwithstanding the provisions of the preceding paragraphs, in the event SI, SHI, or their Affiliates are deemed liable
for fraud or fraud in the inducement in connection with the negotiation and execution of this Forbearance Agreement, and in the
event this Forbearance Agreement and any transfers made by SI, SHI, or the Affiliates to Lender
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hereunder are set aside or voided, as the case may be, in a bankruptcy or other insolvency proceeding, or any other payments or
transfers made to Lender on account of the Loans or the Note are avoided, set aside or are otherwise required to be disgorged,
the obligations of SI, SHI and their Affiliates under the SI Loan Agreement and the SHI Loan Agreement shall be reinstated, or
shall continue to be effective, as the case may be, and shall remain fully enforceable pursuant to such documents and applicable
law and shall further constitute the legal, valid, binding and enforceable obligations of SI, SHI, and their Affiliates to Lender. To
the extent Lender is required by a Bankruptcy Court to disgorge all or a portion of the payments made under this Forbearance
Agreement, then Lender shall have allowed, non-dischargeable secured and unsecured claims against the estate for the amount
disgorged plus any unpaid amounts then due and owing under the Note. In the event SI, SHI, or any of their Affiliates become
debtors under the Bankruptcy Code and this Forbearance Agreement is either reinstated or assumed as an executory contract
pursuant to 11 U.S.C. § 365, SI, SHI, and their Affiliates shall stipulate that Lender’s claims are valid, due and owing and
therefore should be allowed in the amount then due and owing under the Note as of the petition date which balance shall include
the amount, if any, Lender is required to disgorge. In the event either or both the SI Loan Agreement and the SHI Loan
Agreement are reinstated pursuant to paragraph 7(g) hereof, SpringLake and the Principals shall remain obligated to continue to
make any and all payments then due and owing to Lender under the Principals Hypothecation Agreement as if the Note and
Forbearance Agreement were never set aside or voided by a final and non-appealable order or judgment entered by a court of
competent jurisdiction as the result of fraud or fraud in the inducement, or upon an adjudication that the settlement effectuated
by this Forbearance Agreement constitutes a fraudulent transfer. The provisions of this section constitute a material inducement
for Lender to enter into and execute this Forbearance Agreement .
(h) In the event SI, SHI, or their Affiliates, subsequently become, either voluntarily or involuntarily, debtors under any
chapter of the Bankruptcy Code and this Forbearance Agreement is determined to be an executory contract as of the petition
date, by the Bankruptcy Court or upon the agreement of Lender, SI, SHI, and their Affiliates, then such debtor shall seek to
assume this Forbearance Agreement pursuant to 11 U.S.C. § 365.
(i) Each party hereby represents and warrants to the other that this Forbearance Agreement, when executed and delivered,
will be a valid and binding obligation, enforceable in accordance with its terms, (subject to bankruptcy or similar insolvency
statutes, rules or regulations affecting the enforcement of creditors rights and remedies) and that any and all necessary
authorizations, consents and approvals to the execution and performance hereof have been obtained.
8. Events of Default. An “Event of Default” shall exist if any one or more of the following events (herein collectively called
“Events of Default”) shall occur and be continuing with respect to this Forbearance Agreement: (a) SHI shall fail to pay when due any
principal under the Note (whether by scheduled maturity, required prepayment, acceleration, demand or otherwise), or any interest on
the Note or any fee, expense or other payment required hereunder; (b) any representation or warranty made (or deemed made) by SI,
SHI, SpringLake or the
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Principals under this Forbearance Agreement , or any of the other Forbearance Documents executed by it, or in any certificate or
statement furnished or made to the Lender pursuant hereto or in connection herewith shall prove to be untrue or inaccurate in any
material respect at any time; (c) any default (other than those specifically otherwise set forth in this Section 8) shall occur in the
performance of any of the other covenants, conditions or agreements contained herein or in any of the other Forbearance Documents,
and such default continues uncured to the satisfaction of the Lender (in its sole and absolute discretion) for a period of ten
(10) Business Days after the earlier of: (i) the breaching party’s knowledge of such event; or (ii) written notice thereof has been given
by the Lender to the breaching party; (d) SHI, SI or their Affiliates (i) files a voluntary petition in bankruptcy or is adjudicated
bankrupt or insolvent or files any petition or answer seeking any reorganization, arrangement, composition, readjustment, liquidation,
dissolution or similar relief under the present or any future federal, state, or other statute or law; (ii) seeks or consents to or acquiesces
in the appointment of any trustee, receiver of all or any substantial part of the property of such party; (iii) or all or a substantial part of
the assets of such party are attached, seized, subjected to a writ or distress warrant or are levied upon unless the same is stayed,
released or vacated within forty-five (45) days, or (iv) generally fails to pay, or admits in writing its refusal to pay debts as they
become due; (e) the commencement of an involuntary petition in bankruptcy against SHI, SI or their Affiliates or the institution
against any such party of any reorganization, arrangement, composition, readjustment, dissolution, liquidation or similar proceedings
under any present or future federal, state or other statute or law, or the appointment of a receiver, trustee or similar officer for all or
any substantial part of the property of any such party, which shall remain undismissed or undischarged for a period of sixty (60) days;
(f) SHI, SI, their Affiliates, SpringLake or any Principal shall (x) default (after expiration of any applicable grace period) in any
payment of any indebtedness (other than the indebtedness represented by the Loans) in the aggregate principal amount of
$1,000,000.00 or more of such defaulting party or (y) default (after expiration of any applicable grace period) in the observance or
performance of any agreement or covenant relating to any indebtedness (other than the indebtedness represented by the Loans) in the
aggregate principal amount of $1,000,000.00 or more of such defaulting party, or contained in any instrument or agreement
evidencing, securing or relating thereto, or any other event shall occur or condition exist, in each case the effect of which default or
other event or condition is to cause the holder or holders of such indebtedness (or a trustee agent on behalf of such holder or holders)
to cause (determined without regard to whether any notice is required), any such indebtedness to become due prior to its stated
maturity, and such default continues uncured to the satisfaction of the Lender (in its sole and absolute discretion) for a period of ten
(10) Business Days after written notice thereof has been given by the Lender to such party; or (g) any party (other than Lender) shall
repudiate, or declare invalid or unenforceable its obligations under the documents to which it is a party.
9. Remedies Upon Event of Default.
(a) If an Event of Default shall have occurred and be continuing by SI, SHI, the Affiliates, SpringLake and/or the Principals,
Lender may exercise any and all rights or remedies available to it under the Forbearance Documents or under applicable law or
equity, including without limitation: (1) accelerate the maturity of the Note and declare the prepayment amount thereof to be
immediately due and payable together with any other unpaid principal, accrued interest, attorney fees and costs and other amounts
due and owing thereunder; (2) foreclose the security interests encumbering the collateral granted to Lender in the Security Agreement
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securing the Note (the “Collateral”); (3) cause SHI to promptly discontinue use of any Collateral and to surrender same to Lender;
(4) with or without court order, enter upon the premises where the Collateral is located and repossess and remove same, all without
liability for damage to such premises or by reason of such entry or repossession, except for Lender’s gross negligence or willful
misconduct; (6) dispose of any Collateral in a public or private transaction, or hold or use, operate or keep idle any Collateral, free
and clear of any rights or interests of SI, SHI, SpringLake or Pledgors therein; (7) without notice to SI, SHI, SpringLake or Pledgors,
apply or setoff against any Secured Obligations due and owing under the Note, all security deposits, advances, payments, fees,
certificates of deposit, proceeds of letters of credit, securities or other additional collateral in Lender’s possession or otherwise
credited by or due from Lender to SI or SHI; or (8) pursue all other remedies provided under the UCC or other applicable law. In the
event SI, SHI, SpringLake and/or John Mark Ramsey either commence a voluntary insolvency proceeding, or are the subject of an
involuntary insolvency proceeding that is not dismissed within 60 days after the filing of such petition, under the United States
Bankruptcy Code, an assignment for the benefit of creditors, or similar state insolvency statute, and the Note and Forbearance
Agreement are set aside or avoided as part of a fraudulent or preferential transfer, and Lender is subsequently compelled to disgorge
some or all of the payments made hereunder, then the obligations of SI and SHI to Lender under the Loans shall be reinstated and
shall become of full force and effect. Similarly, the Loans can both be fully reinstated if a court of competent jurisdiction determines
by a final and non-appealable order or judgment that any of the parties to this Forbearance Agreement perpetrated a fraud or fraud in
the inducement upon Lender in connection with the negotiation and execution of this Forbearance Agreement. If: (i) an Event of
Default shall have occurred and be continuing by SI, SHI, or the Affiliates; (ii) a court of competent jurisdiction determines that a
fraud or fraud in the inducement was perpetrated upon the Lender in connection with the negotiation and/or execution of the Note and
this Forbearance Agreement; or (iii) the Note and Forbearance Agreement are set aside or voided as a fraudulent or preferential
transfer by a court of competent jurisdiction, SpringLake and the Principals shall continue to perform their respective obligations
under the Principals Hypothecation Agreement as if the Event of Default had not occurred, there had been no adjudication of fraud or
fraud in the inducement by a court of competent jurisdiction, and/or the Note and Forbearance Agreement had not been set aside or
voided.
(b) Any payments received by Lender after an Event of Default, including proceeds of any disposition of Collateral, shall be
applied in the following order: (A) to all of Lender’s costs (including reasonable attorneys’ fees), charges and expenses incurred in
taking, removing, holding, repairing and selling or leasing the Collateral or enforcing the provisions hereof; (B) to the satisfaction of
all outstanding Secured Obligations; and (C) the balance if any, shall be disbursed to SHI unless otherwise required by law. Lender
shall account to SHI for any surplus realized upon such sale or other disposition, and SHI shall remain liable for any deficiency with
respect to the Secured Obligations.
10. No Further Amendments. The agreement of Lender to amend the SHI Loan Agreement and to enter into this Forbearance
Agreement does not and shall not create any obligation of Lender to consider or agree to extend further credit to any of the parties
hereto, or to consider or agree to any further amendments to the SHI Loan Agreement. In the event Lender subsequently agrees to
consider any further amendment to the Loan Agreements or the Forbearance Documents, neither this First Amendment nor any other
conduct of Lender shall be
-9-

of any force or effect on its consideration or decision with respect to any such requested amendment, and Lender shall not have any
obligation whatsoever to consider or agree to further amendments.
11. Notices. Any notice given under this Forbearance Agreement by any party shall be in writing and shall be effective: (a) upon
receipt when delivered personally; (b) upon confirmation of receipt when sent by facsimile; (c) one business day after depositing in
the mail if delivered by recognized overnight courier (charges prepaid); or (d) three business days after depositing in the mail if sent
by first class mail, postage prepaid, addressed as set forth in Exhibit B to the Principals Hypothecation Agreement thereto, for the
Lender or the Principals, or addressed as set forth in Exhibit C to the Security Agreement, for SHI or SI, as applicable. Any party may
alter the address to which notices are sent upon notice thereof to the other party.
12. Severability. Wherever possible, each provision of this Forbearance Agreement shall be interpreted in such a manner as to be
effective and valid under applicable law. If any clause or provision of this Forbearance Agreement is determined to be illegal, invalid
or unenforceable under any present or future law by the final judgment of a court of competent jurisdiction, the remainder of this
Forbearance Agreement shall not be affected thereby, to the extent that the intent and purpose of this Forbearance Agreement can
nonetheless be fulfilled in all material respects. It is the intention of the parties hereto that if any such provision is held to be illegal,
invalid or unenforceable, there shall be added, in lieu thereof, a provision as similar in terms to such provision as is possible which
shall be legal, valid and enforceable.
13. Assignment; Successors and Assigns. No party may assign its rights or delegate its duties hereunder without the advance
written consent of the other parties hereto, provided, however, that Lender may assign its rights under the Forbearance Documents to
an affiliate, subsidiary or a liquidating trust in its discretion. This Forbearance Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective heirs, successors, assignees, or transferees.
14. Entire Agreement and Amendment. This Forbearance Agreement and the other Forbearance Documents contain the entire
agreement among the parties hereto with respect to the matters addressed herein and supersede all other prior written or verbal
agreements concerning the subject matter hereof. This Forbearance Agreement may not be amended, modified, or changed in any
respect except by an agreement in writing signed by the parties hereto.
15. Miscellaneous. Nothing contained in this Forbearance Agreement will be deemed to create a partnership or joint venture
between or among all or any of Lender, SHI, SI, the Affiliates, SpringLake, or the Principals. This Forbearance Agreement may be
executed in counterparts, each of which shall be deemed an original document, but all of which shall constitute a single document. SI,
SHI, the Affiliates, SpringLake, the Principals, and Lender agree to take any further action as is necessary or desirable in the
reasonable opinion of Lender to effectuate the provisions and spirit of this Forbearance Agreement. This Forbearance Agreement
shall be interpreted under the laws of the State of Florida without regard to conflicts-of-law principles. Venue for any disputes arising
under this Forbearance Agreement shall be in Orange County, Florida. This Forbearance Agreement is solely between the parties
hereto and
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no person not a party to this Forbearance Agreement shall have any rights or privileges hereunder. All parties hereto have contributed
equally in the preparation of this Forbearance Agreement, and therefore, this Forbearance Agreement shall not be construed more
strongly against any party. Counsel for all parties have reviewed and advised their clients with respect to the terms and conditions of
this Forbearance Agreement and the parties’ respective rights and remedies, or alternatively, all parties hereto have been provided
with an adequate opportunity to have counsel review this Forbearance Agreement. All parties have thoroughly and carefully read this
Forbearance Agreement and the releases contained herein, and have entered into this Forbearance Agreement freely and voluntarily,
without duress or coercion of any kind, and as a well-reasoned exercise of their respective business judgments. All headings
contained in this Forbearance Agreement are for reference purposes only and are not intended to affect in any way the meaning or
interpretation of this Forbearance Agreement.
[SIGNATURE PAGE FOLLOWS]
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SIGNATURE PAGE TO FORBEARANCE AGREEMENT
IN WITNESS WHEREOF, the parties hereto have executed this Forbearance Agreement on the dates written below.
CORNERSTONE OPERATING PARTNERSHIP, L.P.
By:

/s/ Dan Johnson
Dan Johnson
Authorized Agent

SERVANT INVESTMENTS, LLC
By: /s/ Martin E. Steinberger
Martin E. Steinberger, Co-CEO
By: /s/ Robert W. Chapin
Robert W. Chapin, Co-CEO

SERVANT HEALTHCARE INVESTMENTS, LLC
by SERVANT INVESTMENTS, LLC as its Manager
By: /s/ Robert W. Chapin
Robert W. Chapin, Co-CEO
/s/ Robert W. Chapin
Robert W. Chapin, Individually
/s/ Martin Steinberger
Martin Steinberger, Individually
/s/ John Mark Ramsey
John Mark Ramsey, Individually
SPRINGLAKE HEALTHCARE CAPITAL, LLC.
By: /s/ John Mark Ramsey
John Mark Ramsey, Manager
/s/ John Mark Ramsey
John Mark Ramsey, as Principal
/s/ Scott Larche
Scott Larche, as Principal
/s/ Kevin Thomas
Kevin Thomas, as Principal

Exhibit 10.12
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Sharon C. Kaiser (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
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(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
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Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
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(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
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Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn:

Chief Executive Officer
and Chief Financial Officer

or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: /s/ Terry G. Roussel
(SEAL)
Name: Terry G. Roussel
Title: CEO

WITNESS:

INDEMNITEE
/s/ Sharon C. Kaiser
SHARON C. KAISER
Address:
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EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
14

day of

, 20

.

Exhibit 10.13
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Stephen I. Robie (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
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(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
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Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
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(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
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Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn:

Chief Executive Officer
and Chief Financial Officer

or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: /s/ Terry G. Roussel
(SEAL)
Name: Terry G. Roussel
Title: CEO

WITNESS:

INDEMNITEE
/s/ Stephen I. Robie
STEPHEN I. ROBIE
Address:
13

EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
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day of

, 20

.

Exhibit 10.14
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Paul Danchik (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
1

(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
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Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
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(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
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Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn:

Chief Executive Officer
and Chief Financial Officer

or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: /s/ Terry G. Roussel
(SEAL)
Name: Terry G. Roussel
Title: CEO

WITNESS:

INDEMNITEE
/s/ Paul Danchik
PAUL DANCHIK
Address:
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EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
14

day of

, 20

.

Exhibit 10.15
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Jody Fouch (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
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(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
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Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
10

(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
11

Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn: Chief Executive Officer
and Chief Financial Officer
or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
12

IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: /s/ Terry G. Roussel
(SEAL)
Name: Terry G. Roussel
Title: CEO

WITNESS:

INDEMNITEE
/s/ Jody Fouch
JODY FOUCH
Address:
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EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
14

day of

, 20

.

Exhibit 10.16
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Daniel Johnson (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
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(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
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Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
10

(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
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Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn:

Chief Executive Officer
and Chief Financial Officer

or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: /s/ Terry G. Roussel
(SEAL)
Name: Terry Roussel
Title: CEO

WITNESS:

INDEMNITEE
/s/ Daniel Johnson
DANIEL JOHNSON
Address:
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EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
14

day of

, 20

.

Exhibit 10.17
INDEMNIFICATION AGREEMENT
THIS INDEMNIFICATION AGREEMENT is made and entered into this 29th day of December, 2011 (“Agreement”), by and
between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and Lee Powell Stedman (“Indemnitee”).
WHEREAS, at the request of the Company, Indemnitee currently serves as a director or officer of the Company and may,
therefore, be subjected to claims, suits or proceedings arising as a result of his or her service; and
WHEREAS, as an inducement to Indemnitee to continue to serve as such director or officer, the Company has agreed to
indemnify and to advance expenses and costs incurred by Indemnitee in connection with any such claims, suits or proceedings,
subject to certain limitations set forth herein; and
WHEREAS, the parties by this Agreement desire to set forth their agreement regarding indemnification and advance of
expenses;
NOW, THEREFORE, in consideration of the premises and the covenants contained herein, the Company and Indemnitee do
hereby covenant and agree as follows:
Section 1. Definitions. For purposes of this Agreement:
(a) “Applicable Legal Rate” means a fixed rate of interest equal to the applicable federal rate for mid-term debt instruments as of
the day that it is determined that Indemnitee must repay any advanced expenses.
(b) “Change in Control” means a change in control of the Company occurring after the Effective Date of a nature that would be
required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A (or in response to any similar item on any similar
schedule or form) promulgated under the Securities Exchange Act of 1934, as amended (the “Act”), whether or not the Company is
then subject to such reporting requirement; provided, however, that, without limitation, such a Change in Control shall be deemed to
have occurred if after the Effective Date (i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Act) is or becomes
the “beneficial owner” (as defined in Rule 13d-3 under the Act), directly or indirectly, of securities of the Company representing 15%
or more of the combined voting power of all of the Company’s then outstanding securities entitled to vote generally in the election of
directors without the prior approval of at least two-thirds of the members of the Board of Directors in office immediately prior to such
person’s attaining such percentage interest; (ii) the Company is a party to a merger, consolidation, sale of assets, plan of liquidation or
other reorganization not approved by at least two-thirds of the members of the Board of Directors then in office, as a consequence of
which members of the Board of Directors in office immediately prior to such transaction or event constitute less than a majority of the
Board of Directors thereafter; or (iii) at any time, a majority of the members of the Board of Directors are not individuals (A) who
were directors as of the Effective Date or (B) whose election by the Board of Directors or nomination for election by the Company’s
stockholders was approved by the affirmative vote of at least two-thirds of the directors then in office who were directors as of the
Effective Date or whose election for nomination for election was previously so approved.
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(c) “Corporate Status” means the status of a person as a present or former director, officer, employee or agent of the Company or
as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise that such person is
or was serving in such capacity at the request of the Company. As a clarification and without limiting the circumstances in which
Indemnitee may be serving at the request of the Company, service by Indemnitee shall be deemed to be at the request of the Company
if Indemnitee serves or served as a director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise (i) of which a
majority of the voting power or equity interest is owned directly or indirectly by the Company or (ii) the management of which is
controlled directly or indirectly by the Company.
(d) “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of
which indemnification and/or advance of Expenses is sought by Indemnitee.
(e) “Effective Date” means the date of this Agreement.
(f) “Expenses” means any and all reasonable and out-of-pocket attorneys’ fees and costs, retainers, court costs, transcript costs,
fees of experts, witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery
service fees, federal, state, local or foreign taxes imposed on Indemnitee as a result of the actual or deemed receipt of any payments
under this Agreement, ERISA excise taxes and penalties and any other disbursements or expenses incurred in connection with
prosecuting, defending, preparing to prosecute or defend, investigating, being or preparing to be a witness in or otherwise
participating in a Proceeding. Expenses shall also include Expenses incurred in connection with any appeal resulting from any
Proceeding including, without limitation, the premium for, security for and other costs relating to any cost bond supersedeas bond or
other appeal bond or its equivalent.
(g) “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law and
neither is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter material to either
such party (other than with respect to matters concerning Indemnitee under this Agreement or of other indemnitees under similar
indemnification agreements), or (ii) any other party to or participant or witness in the Proceeding giving rise to a claim for
indemnification or advance of Expenses hereunder. Notwithstanding the foregoing, the term “Independent Counsel” shall not include
any person who, under the applicable standards of professional conduct then prevailing, would have a conflict of interest in
representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement.
(h) “Proceeding” means any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other proceeding, whether brought by or in the right of the Company or otherwise
and whether of a civil (including intentional or unintentional tort claims), criminal, administrative or investigative (formal or
informal) nature, including any appeal therefrom, except one pending or completed on or before the Effective Date, unless otherwise
specifically agreed in writing by the Company and Indemnitee. If Indemnitee reasonably believes that a given situation may lead to or
culminate in the institution of a Proceeding, such situation shall also be considered a Proceeding.
2

Section 2. Services by Indemnitee. Indemnitee will serve as a director or officer of the Company. However, this Agreement shall
not impose any independent obligation on Indemnitee or the Company to continue Indemnitee’s service to the Company. This
Agreement shall not be deemed an employment contract between the Company (or any other entity) and Indemnitee.
Section 3. Indemnification — General. Subject to the limitations in Section 7, the Company shall indemnify, and advance
Expenses to, Indemnitee (a) as provided in this Agreement and (b) as otherwise permitted by Maryland law in effect on the Effective
Date and as amended from time to time; provided, however, that no change in Maryland law shall have the effect of reducing the
benefits available to Indemnitee hereunder based on Maryland law as in effect on the Effective Date. Subject to the limitations in
Section 7, the rights of Indemnitee provided in this Section 3 shall include, without limitation, the rights set forth in the other sections
of this Agreement, including any additional indemnification permitted by Section 2-418(g) of the Maryland General Corporation Law
(the “MGCL”).
Section 4. Rights to Indemnification. Subject to the limitations in Section 7, if, by reason of Indemnitee’s Corporate Status,
Indemnitee is, or is threatened to be, made a party to any Proceeding, the Company shall indemnify Indemnitee against all judgments,
penalties, fines and amounts paid in settlement and all Expenses actually and reasonably incurred by Indemnitee or on Indemnitee’s
behalf in connection with any such Proceeding unless it is established by clear and convincing evidence that (i) the act or omission of
Indemnitee was material to the matter giving rise to the Proceeding and (a) was committed in bad faith or (b) was the result of active
and deliberate dishonesty, (ii) Indemnitee actually received an improper personal benefit in money, property or services or (iii) in the
case of any criminal Proceeding, Indemnitee had reasonable cause to believe that his or her conduct was unlawful.
Section 5. Court-Ordered Indemnification. Subject to the limitations in Section 7(a) and (b), a court of appropriate jurisdiction,
upon application of Indemnitee and such notice as the court shall require, may order indemnification of Indemnitee in the following
circumstances:
(a) if such court determines that Indemnitee is entitled to reimbursement under Section 2-418(d)(1) of the MGCL, the court shall
order indemnification, in which case Indemnitee shall be entitled to recover the Expenses of securing such reimbursement; or
(b) if such court determines that Indemnitee is fairly and reasonably entitled to indemnification in view of all the relevant
circumstances, whether or not Indemnitee (i) has met the standards of conduct set forth in Section 2-418(b) of the MGCL or (ii) has
been adjudged liable for receipt of an improper personal benefit under Section 2-418(c) of the MGCL, the court may order such
indemnification as the court shall deem proper. However, indemnification with respect to any Proceeding by or in the right of the
Company or in which liability shall have been adjudged in the circumstances described in Section 2-418(c) of the MGCL shall be
limited to Expenses.
Section 6. Indemnification for Expenses of an Indemnitee Who is Wholly or Partly Successful. Subject to the limitations in
Section 7, to the extent that Indemnitee was or is, by reason of his or her Corporate Status, made a party to (or otherwise becomes a
participant in) any
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Proceeding and is successful, on the merits or otherwise, in the defense of such Proceeding, he or she shall be indemnified for all
Expenses actually and reasonably incurred by him or her or on his or her behalf in connection therewith. If Indemnitee is not wholly
successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims, issues or matters
in such Proceeding, the Company shall indemnify Indemnitee under this Section 6 for all Expenses actually and reasonably incurred
by him or her or on his or her behalf in connection with each such claim, issue or matter, allocated on a reasonable and proportionate
basis. For purposes of this Section and without limitation, the termination of any claim, issue or matter in such a Proceeding by
dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.
Section 7. Limitations on Indemnification. Notwithstanding any other provision of this Agreement (other than Section 5),
Indemnitee shall not be entitled to:
(a) indemnification for any loss or liability unless all of the following conditions are met: (i) Indemnitee has determined, in
good faith, that the course of conduct that caused the loss or liability was in the best interests of the Company; (ii) Indemnitee was
acting on behalf of or performing services for the Company; (iii) such loss or liability was not the result of negligence or misconduct,
or, if Indemnitee is an independent director, gross negligence or willful misconduct; and (iv) such indemnification is recoverable only
out of the Company’s net assets and not from the Company’s stockholders, investors or stakeholders;
(b) indemnification for any loss or liability arising from an alleged violation of federal or state securities laws unless one or
more of the following conditions are met: (i) there has been a successful adjudication on the merits of each count involving alleged
material securities law violations as to Indemnitee; (ii) such claims have been dismissed with prejudice on the merits by a court of
competent jurisdiction as to Indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against
Indemnitee and finds that indemnification of the settlement and the related costs should be made, and the court considering the
request for indemnification has been advised of the position of the Securities and Exchange Commission and of the published position
of any state securities regulatory authority in which securities of the Company were offered or sold as to indemnification for
violations of securities laws;
(c) indemnification hereunder if the Proceeding was one by or in the right of the Company and Indemnitee is adjudged to
be liable to the Company;
(d) indemnification hereunder if Indemnitee is adjudged to be liable on the basis that personal benefit was improperly
received in any Proceeding charging improper personal benefit to Indemnitee, whether or not involving action in the Indemnitee’s
Corporate Status; or
(e) indemnification or advance of Expenses hereunder if the Proceeding was brought by Indemnitee, unless: (i) the
Proceeding was brought to enforce indemnification under this Agreement, and then only to the extent in accordance with and as
authorized by Section 12 of this Agreement, or (ii) the Company’s charter or Bylaws, a resolution of the stockholders entitled to vote
generally in the election of directors or of the Board of Directors or an agreement approved by the Board of Directors to which the
Company is a party expressly provide otherwise.
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Section 8. Advance of Expenses for an Indemnitee. If, by reason of Indemnitee’s Corporate Status, Indemnitee is, or is
threatened to be, made a party to any Proceeding, the Company shall, without requiring a preliminary determination of Indemnitee’s
ultimate entitlement to indemnification hereunder and except as set forth in the following sentence, advance all reasonable Expenses
incurred by or on behalf of Indemnitee in connection with such Proceeding within ten days after the receipt by the Company of a
statement or statements requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. The Company may not advance Expenses incurred by or on behalf of Indemnitee in connection with a Proceeding unless
(a) such Proceeding is initiated by a third party who is not a stockholder of the Company or, if such Proceeding is initiated by a
stockholder of the Company acting in his or her capacity as such, a court of competent jurisdiction specifically approves such
advancement, and (b) such Proceeding relates to acts or omissions with respect to the performance of duties or services on behalf of
the Company. The statement or statements requesting advance or advances shall reasonably evidence the Expenses incurred by
Indemnitee and shall include or be preceded or accompanied by a written affirmation by Indemnitee of Indemnitee’s good faith belief
that the standard of conduct necessary for indemnification by the Company as authorized by law and by this Agreement has been met
and a written undertaking by or on behalf of Indemnitee, in substantially the form attached hereto as Exhibit A or in such form as may
be required under applicable law as in effect at the time of the execution thereof, to reimburse the portion of any Expenses advanced
to Indemnitee, together with the Applicable Legal Rate of interest thereon, relating to claims, issues or matters in the Proceeding as to
which it shall ultimately be established, by clear and convincing evidence, that the standard of conduct has not been met by
Indemnitee and which have not been successfully resolved as described in Section 6 of this Agreement. To the extent that Expenses
advanced to Indemnitee do not relate to a specific claim, issue or matter in the Proceeding, such Expenses shall be allocated on a
reasonable and proportionate basis. The undertaking required by this Section 8 shall be an unlimited general obligation by or on
behalf of Indemnitee and shall be accepted without reference to Indemnitee’s financial ability to repay such advanced Expenses and
without any requirement to post security therefor.
Section 9. Indemnification and Advance of Expenses as a Witness or Other Participant. Subject to the limitations in Section 7, to
the extent that Indemnitee is or may be, by reason of Indemnitee’s Corporate Status, made a witness or otherwise asked to participate
in any Proceeding, whether instituted by the Company or any other party, and to which Indemnitee is not a party, Indemnitee shall be
advanced all reasonable Expenses and indemnified against all Expenses actually and reasonably incurred by Indemnitee or on
Indemnitee’s behalf in connection therewith within ten days after the receipt by the Company of a statement or statements requesting
any such advance or indemnification from time to time, whether prior to or after final disposition of such Proceeding. Such statement
or statements shall reasonably evidence the Expenses incurred by Indemnitee.
Section 10. Procedure for Determination of Entitlement to Indemnification.
(a) To obtain indemnification under this Agreement, Indemnitee shall submit to the Company a written request, including
therein or therewith such documentation and information as is reasonably available to Indemnitee and is reasonably necessary to
determine whether and to what extent Indemnitee is entitled to indemnification. Indemnitee may submit one or more such
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requests from time to time and at such time(s) as Indemnitee deems appropriate in Indemnitee’s sole discretion. The officer of the
Company receiving any such request from Indemnitee shall, promptly upon receipt of such a request for indemnification, advise the
Board of Directors in writing that Indemnitee has requested indemnification.
(b) Upon written request by Indemnitee for indemnification pursuant to Section 10(a) above, a determination, if required by
applicable law, with respect to Indemnitee’s entitlement thereto shall promptly be made in the specific case: (i) if a Change in Control
shall have occurred, by Independent Counsel, in a written opinion to the Board of Directors, a copy of which shall be delivered to
Indemnitee, which Independent Counsel shall be selected by Indemnitee and approved by the Board of Directors in accordance with
Section 2-418(e)(2)(ii) of the MGCL, which approval shall not be unreasonably withheld; or (ii) if a Change in Control shall not have
occurred, (A) by the Board of Directors by a majority vote of a quorum consisting of Disinterested Directors or, if such a quorum
cannot be obtained, then by a majority vote of a duly authorized committee of the Board of Directors consisting solely of one or more
Disinterested Directors, (B) if Independent Counsel has been selected by the Board of Directors in accordance with Section 2-418(e)
(2)(ii) of the MGCL and approved by Indemnitee, which approval shall not be unreasonably withheld, by Independent Counsel, in a
written opinion to the Board of Directors, a copy of which shall be delivered to Indemnitee or (C) if so directed by a majority of the
members of the Board of Directors, by the stockholders of the Company. If it is so determined that Indemnitee is entitled to
indemnification, payment to Indemnitee shall be made within ten days after such determination. Indemnitee shall cooperate with the
person, persons or entity making such determination with respect to Indemnitee’s entitlement to indemnification, including providing
to such person, persons or entity upon reasonable advance request any documentation or information which is not privileged or
otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination
in the discretion of the Board of Directors or Independent Counsel if retained pursuant to clause (ii)(B) of this Section 10(b). Any
Expenses incurred by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by
the Company (irrespective of the determination as to Indemnitee’s entitlement to indemnification) and the Company shall indemnify
and hold Indemnitee harmless therefrom.
(c) The Company shall pay the reasonable fees and expenses of Independent Counsel, if one is appointed.
Section 11. Presumptions and Effect of Certain Proceedings.
(a) In making any determination with respect to entitlement to indemnification hereunder, the person or persons or entity making
such determination shall presume that Indemnitee is entitled to indemnification under this Agreement if Indemnitee has submitted a
request for indemnification in accordance with Section 10(a) of this Agreement, and the Company shall have the burden of proof to
overcome that presumption in connection with the making of any determination contrary to that presumption.
(b) The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction,
upon a plea of nolo contendere or its equivalent, or entry of an order of probation prior to judgment, does not create a presumption
that Indemnitee did not meet the requisite standard of conduct described herein for indemnification.
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(c) The knowledge and/or actions, or failure to act, of any other director, officer, employee or agent of the Company or any other
director, trustee, officer, partner, manager, managing member, fiduciary, employee or agent of any other foreign or domestic
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise shall not be imputed
to Indemnitee for purposes of determining any other right to indemnification under this Agreement.
Section 12. Remedies of Indemnitee.
(a) If (i) a determination is made pursuant to Section 10(b) of this Agreement that Indemnitee is not entitled to indemnification
under this Agreement, (ii) advance of Expenses is not timely made pursuant to Section 8 or 9 of this Agreement, (iii) no determination
of entitlement to indemnification shall have been made pursuant to Section 10(b) of this Agreement within 60 days after receipt by
the Company of the request for indemnification, (iv) payment of indemnification is not made pursuant to Section 6 or 9 of this
Agreement within ten days after receipt by the Company of a written request therefor, or (v) payment of indemnification pursuant to
any other section of this Agreement or the charter or Bylaws of the Company is not made within ten days after a determination has
been made that Indemnitee is entitled to indemnification, Indemnitee shall be entitled to an adjudication in an appropriate court
located in the State of Maryland, or in any other court of competent jurisdiction, of his or her entitlement to such indemnification or
advance of Expenses. Alternatively, Indemnitee, at his or her option, may seek an award in arbitration to be conducted by a single
arbitrator pursuant to the Commercial Arbitration Rules of the American Arbitration Association. Indemnitee shall commence a
proceeding seeking an adjudication or an award in arbitration within 180 days following the date on which Indemnitee first has the
right to commence such proceeding pursuant to this Section 12(a); provided, however, that the foregoing clause shall not apply to a
proceeding brought by Indemnitee to enforce his or her rights under Section 6 of this Agreement. Except as set forth herein, the
provisions of Maryland law (without regard to its conflicts of laws rules) shall apply to any such arbitration. The Company shall not
oppose Indemnitee’s right to seek any such adjudication or award in arbitration.
(b) In any judicial proceeding or arbitration commenced pursuant to this Section 12, Indemnitee shall be presumed to be entitled
to indemnification or advance of Expenses, as the case may be, under this Agreement and the Company shall have the burden of
proving that Indemnitee is not entitled to indemnification or advance of Expenses, as the case may be. If Indemnitee commences a
judicial proceeding or arbitration pursuant to this Section 12, Indemnitee shall not be required to reimburse the Company for any
advances pursuant to Section 8 of this Agreement until a final determination is made with respect to Indemnitee’s entitlement to
indemnification (as to which all rights of appeal have been exhausted or lapsed). The Company shall, to the fullest extent not
prohibited by law, be precluded from asserting in any judicial proceeding or arbitration commenced pursuant to this Section 12 that
the procedures and presumptions of this Agreement are not valid, binding and enforceable and shall stipulate in any such court or
before any such arbitrator that the Company is bound by all of the provisions of this Agreement.
(c) If a determination shall have been made pursuant to Section 10(b) of this Agreement that Indemnitee is entitled to
indemnification, the Company shall be bound by such determination in
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any judicial proceeding or arbitration commenced pursuant to this Section 12, absent a misstatement by Indemnitee of a material fact,
or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in connection with the request
for indemnification.
(d) In the event that Indemnitee is successful in seeking, pursuant to this Section 12, a judicial adjudication of or an award in
arbitration to enforce his or her rights under, or to recover damages for breach of, this Agreement, Indemnitee shall be entitled to
recover from the Company, and shall be indemnified by the Company for, any and all Expenses actually and reasonably incurred by
him or her in such judicial adjudication or arbitration. If it shall be determined in such judicial adjudication or arbitration that
Indemnitee is entitled to receive part but not all of the indemnification or advance of Expenses sought, the Expenses incurred by
Indemnitee in connection with such judicial adjudication or arbitration shall be appropriately prorated.
(e) Interest shall be paid by the Company to Indemnitee at the maximum rate allowed to be charged for judgments under the
Courts and Judicial Proceedings Article of the Annotated Code of Maryland for amounts which the Company pays or is obligated to
pay for the period (i) commencing with either the tenth day after the date on which the Company was requested to advance Expenses
in accordance with Section 8 or 9 of this Agreement or the 60 th day after the date on which the Company was requested to make the
determination of entitlement to indemnification under Section 10(b) of this Agreement, as applicable, and (ii) ending on the date such
payment is made to Indemnitee by the Company.
Section 13. Defense of the Underlying Proceeding.
(a) Indemnitee shall notify the Company promptly in writing upon being served with any summons, citation, subpoena,
complaint, indictment, request or other document relating to any Proceeding which may result in the right to indemnification or the
advance of Expenses hereunder and shall include with such notice a description of the nature of the Proceeding and a summary of the
facts underlying the Proceeding. The failure to give any such notice shall not disqualify Indemnitee from the right, or otherwise affect
in any manner any right of Indemnitee, to indemnification or the advance of Expenses under this Agreement unless the Company’s
ability to defend in such Proceeding or to obtain proceeds under any insurance policy is materially and adversely prejudiced thereby,
and then only to the extent the Company is thereby actually so prejudiced.
(b) Subject to the provisions of the last sentence of this Section 13(b) and of Section 13(c) below, the Company shall have the
right to defend Indemnitee in any Proceeding which may give rise to indemnification hereunder; provided, however, that the
Company shall notify Indemnitee of any such decision to defend within 15 calendar days following receipt of notice of any such
Proceeding under Section 13(a) above. The Company shall not, without the prior written consent of Indemnitee, which shall not be
unreasonably withheld or delayed, consent to the entry of any judgment against Indemnitee or enter into any settlement or
compromise which (i) includes an admission of fault of Indemnitee, (ii) does not include, as an unconditional term thereof, the full
release of Indemnitee from all liability in respect of such Proceeding, which release shall be in form and substance reasonably
satisfactory to Indemnitee or (iii) would impose any Expense, judgment, fine, penalty or limitation on Indemnitee. This Section 13(b)
shall not apply to a Proceeding brought by Indemnitee under Section 12 above.
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(c) Notwithstanding the provisions of Section 13(b) above, if in a Proceeding to which Indemnitee is a party by reason of
Indemnitee’s Corporate Status, (i) Indemnitee reasonably concludes, based upon an opinion of counsel approved by the Company,
which approval shall not be unreasonably withheld, that he or she may have separate defenses or counterclaims to assert with respect
to any issue which may not be consistent with other defendants in such Proceeding, (ii) Indemnitee reasonably concludes, based upon
an opinion of counsel approved by the Company, which approval shall not be unreasonably withheld, that an actual or apparent
conflict of interest or potential conflict of interest exists between Indemnitee and the Company, or (iii) if the Company fails to assume
the defense of such Proceeding in a timely manner, Indemnitee shall be entitled to be represented by separate legal counsel of
Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at the expense
of the Company. In addition, if the Company fails to comply with any of its obligations under this Agreement or in the event that the
Company or any other person takes any action to declare this Agreement void or unenforceable, or institutes any Proceeding to deny
or to recover from Indemnitee the benefits intended to be provided to Indemnitee hereunder, Indemnitee shall have the right to retain
counsel of Indemnitee’s choice, subject to the prior approval of the Company, which approval shall not be unreasonably withheld, at
the expense of the Company (subject to Section 12(d)), to represent Indemnitee in connection with any such matter.
Section 14. Non-Exclusivity; Survival of Rights; Subrogation; Coordination of Payments.
(a) The rights of indemnification and advance of Expenses as provided by this Agreement shall not be deemed exclusive of any
other rights to which Indemnitee may at any time be entitled under applicable law, the charter or Bylaws of the Company, any
agreement or a resolution of the stockholders entitled to vote generally in the election of directors or of the Board of Directors, or
otherwise. Unless consented to in writing by Indemnitee, no amendment, alteration or repeal of this Agreement or of any provision
hereof shall limit or restrict any right of Indemnitee under this Agreement in respect of any action taken or omitted by such
Indemnitee in his or her Corporate Status prior to such amendment, alteration or repeal, regardless of whether a claim with respect to
such action or inaction is raised prior or subsequent to such amendment, alteration or repeal. No right or remedy herein conferred is
intended to be exclusive of any other right or remedy, and every other right or remedy shall be cumulative and in addition to every
other right or remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion of any right or
remedy hereunder, or otherwise, shall not prohibit the concurrent assertion or employment of any other right or remedy.
(b) In the event of any payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of
the rights of recovery of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights,
including execution of such documents as are necessary to enable the Company to bring suit to enforce such rights.
(c) The Company shall not be liable under this Agreement to make any payment of amounts otherwise indemnifiable or payable
or reimbursable as Expenses hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any
insurance policy, contract, agreement or otherwise.
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Section 15. Insurance. The Company will use its reasonable best efforts to acquire directors and officers liability insurance, on
terms and conditions deemed appropriate by the Board of Directors, with the advice of counsel, covering Indemnitee or any claim
made against Indemnitee by reason of his or her Corporate Status and covering the Company for any indemnification or advance of
Expenses made by the Company to Indemnitee for any claims made against Indemnitee by reason of his or her Corporate Status.
Without in any way limiting any other obligation under this Agreement, the Company shall indemnify Indemnitee for any payment by
Indemnitee arising out of the amount of any deductible or retention and the amount of any excess of the aggregate of all judgments,
penalties, fines, settlements and Expenses incurred by Indemnitee in connection with a Proceeding over the coverage of any insurance
referred to in the previous sentence. The purchase, establishment and maintenance of any such insurance shall not in any way limit or
affect the rights or obligations of the Company or Indemnitee under this Agreement except as expressly provided herein, and the
execution and delivery of this Agreement by the Company and Indemnitee shall not in any way limit or affect the rights or obligations
of the Company under any such insurance policies. If, at the time the Company receives notice from any source of a Proceeding to
which Indemnitee is a party or a participant (as a witness or otherwise), the Company has director and officer liability insurance in
effect, the Company shall give prompt notice of such Proceeding to the insurers in accordance with the procedures set forth in the
respective policies.
Section 16. Reports to Stockholders, Investors and Stakeholders. To the extent required by the MGCL, the Company shall report
in writing to its stockholders, investors or stakeholders the payment of any amounts for indemnification of, or advance of Expenses
to, Indemnitee under this Agreement arising out of a Proceeding by or in the right of the Company with the notice of the meeting of
investors of the Company next following the date of the payment of any such indemnification or advance of Expenses or prior to such
meeting.
Section 17. Duration of Agreement; Binding Effect.
(a) This Agreement shall continue until and terminate ten years after the date that Indemnitee’s Corporate Status shall have
ceased; provided, that the rights of Indemnitee hereunder shall continue until the final termination of any Proceeding then pending or
threatened in respect of which Indemnitee is granted rights of indemnification or advance of Expenses hereunder and of any
proceeding commenced by Indemnitee pursuant to Section 12 of this Agreement relating thereto.
(b) The indemnification and advance of Expenses provided by, or granted pursuant to, this Agreement shall be binding upon and
be enforceable by the parties hereto and their respective successors and assigns (including any direct or indirect successor by
purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), shall continue as to
an Indemnitee who has ceased to be a director, officer, employee or agent of the Company or a director, trustee, officer, partner,
manager, managing member, fiduciary, employee or agent of any other foreign or domestic corporation, partnership, limited liability
company, joint venture, trust, employee benefit plan or other enterprise which such person is or was serving in such capacity at the
request of the Company, and shall inure to the benefit of Indemnitee and his or her spouse, assigns, heirs, devisees, executors and
administrators and other legal representatives.
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(c) The Company shall require and cause any successor (whether direct or indirect by purchase, merger, consolidation or
otherwise) to all, substantially all or a substantial part, of the business and/or assets of the Company, by written agreement in form
and substance satisfactory to Indemnitee, expressly to assume and agree to perform this Agreement in the same manner and to the
same extent that the Company would be required to perform if no such succession had taken place.
(d) The Company and Indemnitee agree that a monetary remedy for breach of this Agreement, at some later date, may be
inadequate, impracticable and difficult of proof, and further agree that such breach may cause Indemnitee irreparable harm.
Accordingly, the parties hereto agree that Indemnitee may enforce this Agreement by seeking injunctive relief and/or specific
performance hereof, without any necessity of showing actual damage or irreparable harm and that by seeking injunctive relief and/or
specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relief to which Indemnitee may be
entitled. Indemnitee shall further be entitled to such specific performance and injunctive relief, including temporary restraining
orders, preliminary injunctions and permanent injunctions, without the necessity of posting bonds or other undertakings in connection
therewith. The Company acknowledges that, in the absence of a waiver, a bond or undertaking may be required of Indemnitee by a
court, and the Company hereby waives any such requirement of such a bond or undertaking.
Section 18. Severability. If any provision or provisions of this Agreement shall be held to be invalid, illegal or unenforceable for
any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including, without
limitation, each portion of any section, paragraph or sentence of this Agreement containing any such provision held to be invalid,
illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and
shall remain enforceable to the fullest extent permitted by law; (b) such provision or provisions shall be deemed reformed to the
extent necessary to conform to applicable law and to give the maximum effect to the intent of the parties hereto; and (c) to the fullest
extent possible, the provisions of this Agreement (including, without limitation, each portion of any section, paragraph or sentence of
this Agreement containing any such provision held to be invalid, illegal or unenforceable, that is not itself invalid, illegal or
unenforceable) shall be construed so as to give effect to the intent manifested thereby.
Section 19. Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all
purposes be deemed to be an original but all of which together shall constitute one and the same Agreement. One such counterpart
signed by the party against whom enforceability is sought shall be sufficient to evidence the existence of this Agreement.
Section 20. Headings. The headings of the paragraphs of this Agreement are inserted for convenience only and shall not be
deemed to constitute part of this Agreement or to affect the construction thereof.
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Section 21. Modification and Waiver. No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.
Section 22. Notices. All notices, requests, demands and other communications hereunder shall be in writing and shall be deemed
to have been duly given if (i) delivered by hand and receipted for by the party to whom said notice or other communication shall have
been directed, on the day of such delivery, or (ii) mailed by certified or registered mail with postage prepaid, on the third business day
after the date on which it is so mailed:
(a) If to Indemnitee, to the address set forth on the signature page hereto.
(b) If to the Company to:
Cornerstone Core Properties REIT, Inc.
1920 Main Street
Suite 400
Irvine, California 92614
Attn: Chief Executive Officer
and Chief Financial Officer
or to such other address as may have been furnished in writing to Indemnitee by the Company or to the Company by Indemnitee, as
the case may be.
Section 23. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Maryland, without regard to its conflicts of laws rules.
[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have executed this Indemnification Agreement on the day and year first
above written.
ATTEST:

CORNERSTONE CORE PROPERTIES REIT, INC.
By: _/s/ Terry G. Roussel
(SEAL)
Name: Terry G. Roussel
Title: CEO

WITNESS:

INDEMNITEE
Lee Powell Stedman
LEE POWELL STEDMAN
Address:
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EXHIBIT A
AFFIRMATION AND UNDERTAKING TO REPAY EXPENSES ADVANCED
To: The Board of Directors of Cornerstone Core Properties REIT, Inc.
Re: Affirmation and Undertaking
Ladies and Gentlemen:
This Affirmation and Undertaking is being provided pursuant to that certain Indemnification Agreement, dated the 29th day of
December, 2011, by and between Cornerstone Core Properties REIT, Inc., a Maryland corporation (the “Company”), and the
undersigned Indemnitee (the “Indemnification Agreement”), pursuant to which I am entitled to advance of Expenses in connection
with [Description of Proceeding] (the “Proceeding”).
Terms used herein and not otherwise defined shall have the meanings specified in the Indemnification Agreement.
I am subject to the Proceeding by reason of my Corporate Status or by reason of alleged actions or omissions by me in such
capacity. I hereby affirm my good faith belief that at all times, insofar as I was involved as a director or officer of the Company, in
any of the facts or events giving rise to the Proceeding, I (1) did not act with bad faith or active or deliberate dishonesty, (2) did not
receive any improper personal benefit in money, property or services and (3) in the case of any criminal proceeding, had no
reasonable cause to believe that any act or omission by me was unlawful.
In consideration of the advance of Expenses by the Company for reasonable attorneys’ fees and related Expenses incurred by me
in connection with the Proceeding (the “Advanced Expenses”), I hereby agree that if, in connection with the Proceeding, it is
established that (1) an act or omission by me was material to the matter giving rise to the Proceeding and (a) was committed in bad
faith or (b) was the result of active and deliberate dishonesty or (2) I actually received an improper personal benefit in money,
property or services or (3) in the case of any criminal proceeding, I had reasonable cause to believe that the act or omission was
unlawful, then I shall promptly reimburse the portion of the Advanced Expenses, together with the Applicable Legal Rate of interest
thereon, relating to the claims, issues or matters in the Proceeding as to which the foregoing findings have been established.
IN WITNESS WHEREOF, I have executed this Affirmation and Undertaking on this

Name:
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day of

, 20

.

Exhibit 10.18
Loan No. WB13991

SECOND MODIFICATION AGREEMENT
(Long Form)
THIS SECOND MODIFICATION AGREEMENT (Long Form) (“Modification Agreement”) is executed to be effective as of
February 13, 2012 by and among WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking association as
successor-by-merger to Wachovia Bank, National Association, a national banking association (“Lender”), COP-MONROE, LLC, a
Florida limited liability company (“Progress Way Borrower”), COP-CARTER, LLC, a Florida limited liability company (“Winter
Garden Borrower”), COP-HANGING MOSS, LLC, a Florida limited liability company (“Hanging Moss Borrower”) and COPGOLDENROD, LLC, a Florida limited liability company (“Goldenrod Borrower”, and individually and collectively with Progress
Way Borrower, Winter Garden Borrower and Hanging Moss Borrower, referred to herein as “Original Borrower” or “Original
Borrowers”), COP-SHOEMAKER, LLC, a Delaware limited liability company (“Shoemaker Borrower”, and individually and
collectively with Original Borrowers, “Borrower” or “Borrowers”).
A.

Original Borrowers and Lender entered into that certain Loan Agreement dated as of November 13, 2007 (as amended, the
“Loan Agreement”). Pursuant to the Loan Agreement, Lender agreed to make a loan (the “Loan”) to Original Borrowers in the
principal amount of Twenty-Two Million Four Hundred Twenty Thousand Five Hundred and No/100 Dollars ($22,420,500.00)
for the purposes set forth therein. The following documents, each of which is dated as of November 13, 2007, were executed in
connection with the Loan (among others):
1.

That certain Promissory Note evidencing the Loan executed by Original Borrowers to the order of Lender, in the original
principal amount of $22,420,500.00 (the “Existing Note”).

2.

The following mortgages were executed by one or more Original Borrowers, as mortgagor, in favor of Lender, as
mortgagee (collectively referred to herein as the “Original Deeds of Trust”):
a.

That certain Mortgage, Assignment, Security Agreement and Fixture Filing, executed by Progress Way Borrower, as
Mortgagor, in favor of Lender, as Mortgagee, and recorded in the Official Records of Seminole County, Florida, as
Clerk’s # 2007162863, on or about November 20, 2007, as amended by (i) that certain Extension Agreement (Short
Form) dated as of November 13, 2009, executed by and between Lender and Original Borrowers and recorded in the
Official Records of Seminole County, Florida, as Clerk’s #2009138154 on or about December 7, 2009 (the
“Extension Agreement (Short Form) (Seminole County)”), and (ii) that certain Memorandum of Modification
Agreement Amending Mortgage (Progress Way) dated as of August 3, 2011, executed by and between Lender,
Borrowers and COP-South Industrial, LLC, a Delaware limited liability company (“South Industrial”), and
recorded in the Official Records of Seminole County, Florida, as Clerk’s #2011087254 on or about August 17, 2011
(the “Memorandum of Modification (Seminole County)”, and collectively with the Extension Agreement (Short
Form) (Seminole County), the “Seminole County Short Forms”);

b.

That certain Mortgage, Assignment, Security Agreement and Fixture Filing, executed by Winter Garden Borrower,
as Mortgagor, in favor of Lender, as Mortgagee, and recorded in the Official Records of Orange County, Florida, as
Instrument No. 20070760342, on or about November 20, 2007, as amended by (i) that certain Extension Agreement
(Short Form) dated as of November 13, 2009, executed by and between Lender and Original Borrowers and
recorded in the Official Records of Orange County, Florida, as Document No. 20090708153 on or about
December 4, 2009 (the “Extension Agreement (Short Form) (Orange County)”), and (ii) that certain
Memorandum of Modification Agreement Amending Mortgage (Winter Garden, Hanging Moss
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and Goldenrod) dated as of August 3, 2011, executed by and between Lender, Borrowers and South Industrial, and
recorded in the Official Records of Orange County, Florida, in Book 10254, Page 7262 on or about August 16, 2011
(“Memorandum of Modification (Orange County)”, and collectively with the Extension Agreement (Short Form)
(Orange County), the “Orange County Short Forms”);
c.

That certain Mortgage, Assignment, Security Agreement and Fixture Filing, executed by Hanging Moss Borrower,
as Mortgagor, in favor of Lender, as Mortgagee, and recorded in the Official Records of Orange County, Florida, as
Instrument No. 20070760305, on or about November 20, 2007, as amended by the Orange County Short Forms; and

d.

That certain Mortgage, Assignment, Security Agreement and Fixture Filing, executed by Goldenrod Borrower, as
Mortgagor, in favor of Lender, as Mortgagee, and recorded in the Official Records of Orange County, Florida, as
Instrument No. 20070760372, on or about November 20, 2007, as amended by the Orange County Short Forms;

3.

That certain Limited Guaranty (as amended, the “Guaranty”), executed by Cornerstone Core Properties REIT, Inc., a
Maryland corporation (“CCP”), Cornerstone Realty Advisors, LLC, a Delaware limited liability company, and
Cornerstone Operating Partnership, L.P., a Delaware limited partnership (individually and collectively, “Guarantor”), in
favor of Lender;

4.

That certain Environmental Indemnity Agreement (as amended, the “Existing Environmental Indemnity”) executed by
Original Borrowers and Guarantor, in favor of Lender.

B.

Subsequently, Original Borrowers and Lender entered into that certain Extension Agreement (Long Form) dated as of
November 13, 2009 (the “Extension Agreement (Long Form)”). Pursuant to the Extension Agreement (Long Form), among
other things, Lender confirmed that the Original Borrowers successfully exercised their option to extend the Maturity Date to
November 13, 2010 pursuant to Section 2.4 of the Loan Agreement.

C.

Subsequently, Original Borrowers and Lender entered into (i) that certain letter agreement dated as of October 21, 2010 (the
“First Letter Agreement”), which, among other things, extended the maturity of the Existing Note to February 13, 2011,
(ii) that certain letter agreement dated as of February 23, 2011 (the “Second Letter Agreement”), which, among other things,
extended the maturity of the Existing Note to May 13, 2011, and (iii) that certain letter agreement dated as of April 14, 2011 (the
“Third Letter Agreement”, and collectively with the First Letter Agreement and the Second Letter Agreement, the “Letter
Agreements”), which, among other things, extended the maturity of the Existing Note to August 13, 2011.

D.

Subsequently, pursuant to, among other documents, that certain Assumption and Modification Agreement dated as of August 3,
2011 executed by Borrowers and South Industrial, Shoemaker Borrower and South Industrial were added as “Borrowers” under
the Loan Documents. Additionally, (i) Shoemaker Borrower executed in favor of Lender that certain Deed of Trust, Assignment,
Security Agreement and Fixture Filing dated as of August 3, 2011 and recorded in the Official Records of Los Angeles County,
California on August 15, 2011 as Instrument No. 20111095092, and encumbers the Shoemaker Project (the “Shoemaker Deed
of Trust”, and collectively with the Original Deeds of Trust, the “Deeds of Trust”), and (ii) South Industrial executed in favor
of Lender that certain Deed of Trust, Assignment, Security Agreement and Fixture Filing dated as of August 3, 2011 and
recorded in the Official Records of Maricopa County, Arizona on August 15, 2011 as Instrument No. 20110678680, and
encumbered the South Industrial Project (the “South Industrial Deed of Trust”). Additionally, (i) Shoemaker Borrower and
Guarantor executed in favor of Lender that certain Environmental Indemnity Agreement dated as of August 3, 2011 relating to
the Shoemaker Project (the “Shoemaker Environmental Indemnity”), and (ii) South Industrial and Guarantor executed in
favor of Lender that certain Environmental Indemnity Agreement dated as of August 3, 2011 relating to the South
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Industrial Project (the “South Industrial Environmental Indemnity”, and collectively with the Existing Environmental
Indemnity and the Shoemaker Environmental Indemnity, the “Environmental Indemnities”). Lastly, Borrowers and South
Industrial executed and delivered to Lender that certain Amended and Restated Promissory Note Secured by Deed of Trust dated
as of August 3, 2011 in the face principal amount of $15,360,000.00 to the order of Lender (the “Note”), which amended,
restated and replaced the Existing Note, in its entirety.
E.

Subsequently, pursuant to that certain letter agreement dated as of December 21, 2011 executed by Borrowers, South Industrial
and Lender (the “South Industrial Letter Agreement”), the South Industrial Project was released from the lien of the South
Industrial Deed of Trust.

F.

Capitalized terms used herein and not otherwise defined herein shall have the meanings set forth in the Loan Agreement.

G.

As of the date of this Modification Agreement, prior to the Required Principal Payment (as described below), the outstanding
principal balance of the Loan is Fourteen Million Three Hundred Twenty-Eight Thousand Nine Hundred Ninety and 67/100
Dollars ($14,328,990.67). Borrowers are not entitled to any further disbursements of loan proceeds under the Loan Documents.

H.

As used in this Modification Agreement, the term “Loan Documents” means the Loan Agreement, the Note, the Deeds of Trust,
the Environmental Indemnities, the Guaranty, the Extension Agreement (Long Form), the Seminole County Short Forms, the
Orange County Short Forms, the Letter Agreements, the Short Forms (as defined below), the South Industrial Letter Agreement,
and the other “Loan Documents” described in the Loan Agreement. This Modification Agreement also shall constitute a Loan
Document.

I.

Borrowers have requested that Lender, among other things, extend the Maturity Date and revise the interest rate applicable to the
Loan. Lender has agreed to do so on the terms and conditions stated herein.

NOW, THEREFORE, with reference to the foregoing information, and in consideration of the mutual covenants and agreements
contained in this Modification Agreement, and for other valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Borrowers and Lender agree as follows:
1.

REPRESENTATIONS AND WARRANTIES. Borrowers represent and warrant, as of the Effective Date (as defined in
Section 2.10 below) that:
1.1 REPRESENTATIONS. The statement of facts set forth above is true and correct, and is hereby incorporated herein as an
agreement of Borrowers and Lender. Borrowers hereby represent and warrant to Lender that (a) to Borrowers’ actual
knowledge, no Event of Default or Unmatured Event of Default has occurred and is continuing that would not otherwise be
cured by the effectiveness of this Modification Agreement, and (b) all representations and warranties of Borrowers
contained in the Loan Agreement or in any of the other Loan Documents (as the Loan Agreement and such other Loan
Documents are amended hereby) are true and correct as of the date hereof, except to the extent that such representations or
warranties were made as of a specific date, in which case such representation or warranty was true and correct as of such
date. Borrowers reaffirm all of their obligations under the Loan Documents and relating to any Swap Contracts, and
Borrowers acknowledge that they have no claims, offsets or defenses with respect to the payment of sums due under the
Note or under any Swap Contracts. Without limiting the foregoing, Borrowers reaffirm Lender’s right, following the
occurrence and during the continuance of any Event of Default, to apply any and all payments made by Borrowers or
otherwise received by Lender with respect to the Loan and any Swap Contracts between any one or more Borrowers and
Lender, including without limitation all proceeds received from the sale or liquidation of any collateral, to the obligations
owing by Borrowers under the Loan Documents and Swap Contracts
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in such order and manner deemed appropriate by Lender in its sole discretion, and Borrowers acknowledge that they shall
have no right to direct Lender as to such application or designate the portion of the obligation to be satisfied.
2.

MODIFICATION OF LOAN DOCUMENTS. The Loan Agreement (and the other Loan Documents) are hereby
supplemented and modified to incorporate the following terms, which shall supersede and prevail over any conflicting
provisions (which modifications shall be effective as of the Effective Date (except as otherwise indicated):
2.1 REDUCED COMMITMENT. Notwithstanding anything else to the contrary in the Loan Documents, following the
Required Principal Payment (as defined below), as of the Effective Date, the maximum loan amount available to
Borrowers under the Loan shall be reduced from $14,328,990.67 to $6,828,990.67 (the “Reduced Commitment”), and
Borrowers shall not be entitled to any further disbursements of Loan proceeds. At no time during the term of the Loan shall
the outstanding amounts owing under the Loan exceed the Reduced Commitment. Any amounts repaid under the Loan
may not be re-borrowed.
2.2 INTEREST.

2.2.1 As of February 13, 2012, the reference in Section 2 of the Note to “four and one-half percent (4.50%)” is hereby
deleted in its entirety and replaced with “three and one-half percent (3.50%)”.
2.2.2 As of February 13, 2012, the references in Exhibit A to the Note to “three percent (3.00%)” are each hereby deleted
in their entirety and replaced with “two percent (2.00%)”.
2.3 MATURITY DATE. The Maturity Date is hereby extended from February 13, 2012 to February 13, 2014. All amounts
outstanding under the Loan shall be due and payable no later than this extended Maturity Date. Any references in any of
the Loan Documents to the Maturity Date in any of the Loan Documents shall refer to the Maturity Date as hereby
extended. Additionally, notwithstanding anything to the contrary in any of the Loan Documents, no further options to
extend the Maturity Date remain exercisable by Borrowers.
2.4 EXTENSION FEES. On February 13, 2013, Borrowers shall pay to Lender an extension fee (the “Extension Fee”) in an
amount equal to one-half of one percent (0.50%) of the outstanding principal balance of the Loan as of February 13, 2013.
The Extension Fee shall be fully earned as of the Effective Date.
2.5 NO OTHER MODIFICATIONS. Except as expressly set forth in this Modification Agreement, the Loan Documents
shall be and remain unmodified and in full force and effect.
2.6 SECURED OBLIGATIONS. The Deeds of Trust and all other Loan Documents which secure Borrowers’ indebtedness
and obligations under the Loan Documents (but excluding those documents which expressly do not secure Borrowers’
indebtedness and obligations under the Loan Documents) shall secure, in addition to all other indebtedness and obligations
secured thereby, the payment and performance of all present and future indebtedness and obligations of Borrowers under
this Modification Agreement, the Note, and any and all amendments, modifications, renewals and/or extensions of this
Modification Agreement or the Note, regardless of whether any such amendment, modification, renewal or extension is
evidenced by a new or additional instrument, document or agreement. Each of the Borrowers acknowledges, agrees and
reaffirms that each of the Deeds of Trust secures, in addition to all other indebtedness and obligations stated or specified
therein to be secured thereby, (i) all indebtedness and obligations owing under the Loan Agreement, as amended hereby
(and as the same may hereafter be further amended or
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modified from time to time), (ii) all indebtedness and obligations owing under the Note (as the same may hereafter be
further amended or modified from time to time), (iii) all indebtedness and obligations owing under or in connection with
any and all Swap Contracts between Wells Fargo Bank, National Association (or its Affiliates and/or successors) and any
one or more Borrowers (or their Affiliates), and (iv) all “Obligations,” as that term is defined in each of the Deeds of Trust.
The Deeds of Trust shall not secure any Environmental Indemnity, the Guaranty, or any other Loan Document that is
expressly stated to be unsecured.
2.7 SOUTH INDUSTRIAL. South Industrial is hereby released from all liability under the Loan Documents, other than
(i) any amounts required to be paid under the South Industrial Environmental Indemnity, and (ii) any indemnity obligations
and other obligations under the Loan Documents which by their terms expressly survive repayment of the Loan, for which
South Industrial shall continue to remain liable.
2.8 PREPAYMENT. Section 2.5 of the Loan Agreement is hereby deleted in its entirety.
2.9 DEFINITIONS. Except as provided in this Modification Agreement, all references in the Loan Agreement and in the
other Loan Documents (i) to the Note shall mean the Note as amended by this Modification Agreement, (ii) to the Loan
Agreement shall mean the Loan Agreement as amended by this Modification Agreement, (iii) to the Guaranty shall mean
the Guaranty as amended by this Modification Agreement, (iv) to the Loan Documents shall mean the Loan Documents as
such term is defined in this Modification Agreement, and (v) to any particular Loan Document shall mean such Loan
Document as modified by this Modification Agreement, and all prior amendments, or any document executed pursuant
thereto.
2.10 CONDITIONS PRECEDENT. Before this Modification Agreement becomes effective (the “Effective Date”) and
Lender becomes obligated under it, all of the following conditions shall have been either (i) satisfied at Borrowers’ sole
cost and expense in a manner acceptable to Lender in the exercise of its sole judgment or (ii) waived by Lender in writing.
Once all of the following conditions have been satisfied or waived by Lender in accordance with the foregoing sentence,
the Effective Date shall be deemed to be February 13, 2012.
a.

Lender shall have received from Borrowers a principal payment (the “Required Principal Payment”) in the
amount of $7,500,000.00 from Borrowers’ own funds (i.e., not from Loan funds).

b.

Lender shall have received from Borrowers the modification fee in the amount of $34,144.95.

c.

Lender shall have received reimbursement, in immediately available funds, of all costs and expenses incurred by
Lender in connection with this Modification Agreement or of any other amounts owing under the Loan.

d.

Lawyers Title Insurance Corporation (“Title Company”) shall have issued and delivered to Lender, or shall have
irrevocably and unconditionally committed to issue for the benefit of Lender, such endorsements to the title policies
issued in connection with the Deeds of Trust as Lender shall request to insure the validity and continuing first
position lien priority of the Deeds of Trust, as amended hereby, including a Modification of Mortgage Endorsement
or CLTA 110.5 Endorsement (as applicable).

e.

Lender shall have received fully executed originals of this Modification Agreement, that certain Memorandum of
Second Modification Agreement Amending Mortgage (Progress Way) dated as of even date herewith executed by
Borrowers in favor of Lender (“Seminole County Second
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Short Form”), that certain Memorandum of Second Modification Agreement Amending Mortgage (Winter Garden,
Hanging Moss and Goldenrod) dated as of even date herewith executed by Borrowers in favor of Lender (“Orange
County Second Short Form”), that certain Memorandum of Second Modification Agreement Amending Deed of
Trust (Shoemaker) dated as of even date herewith executed by Borrowers in favor of Lender (“Shoemaker Short
Form” and collectively with the Seminole County Second Short Form and the Orange County Second Short Form,
the “Short Forms”), the Consent of Guarantors attached hereto, any appropriate officer certificates or other
certificates requested by Lender, and such other documents and agreements as Lender shall request, all in form and
substance satisfactory to Lender.
f.

Borrowers shall have paid Lender’s attorneys fees, and all costs and expenses of recording and issuing all required
title policy endorsements.

g.

No change shall have occurred in the financial condition of Borrowers, any Guarantor or in the Projects, which
would have, in Lender’s judgment, a material adverse effect on the Projects or on Borrowers’ or any Guarantor’s
ability to repay the Loan or otherwise perform its obligations under the Loan Documents.

h.

The representations and warranties contained in the Loan Agreement and in all other Loan Documents are true and
correct as of the date hereof and as of the Effective Date, except to the extent that such representations or warranties
were made as of a specific date, in which case such representation or warranty was true and correct as of such date.

i.

Lender shall have received all documents evidencing the formation, organization and valid existence of the
Borrowers and any Guarantor which is an entity (to the extent such documents have been amended from the
versions previously sent to Lender or have not previously been delivered to Lender) and the authorization for the
execution, delivery, and performance of the Agreement.

j.

No Event of Default or Unmatured Event of Default has occurred and is continuing.

3.

WARRANTIES. Each Borrower is duly organized and validly existing. Except as previously disclosed in writing by Borrowers
to Lender, there have been no changes in the organization, composition, ownership structure or formation documents of any
Borrower since the Closing Date. Each Guarantor that is an entity is duly formed and validly existing, and has the power to own
its assets, to transact the business in which it is now engaged and to continue to guaranty the Loan. Except as previously
disclosed in writing by Borrowers to Lender, there have been no changes in the organization, composition, or ownership
structure of any Guarantor which are entities since the Closing Date, other than changes in the ownership of CCP which do not
constitute a “change in control.”

4.

NON-IMPAIRMENT. Except as expressly provided herein, nothing in this Modification Agreement shall alter or affect any
provision, condition or covenant contained in the Loan Agreement or other Loan Documents or affect or impair any rights,
powers or remedies thereunder, and the parties hereto intend that the provisions of the Loan Agreement and other Loan
Documents shall continue in full force and effect except as expressly modified hereby.

5.

MISCELLANEOUS. This Modification Agreement shall be governed by, and construed and enforced in accordance with, the
laws of the State of Florida applicable to contracts made and performed in such state, without regard to the principles thereof
regarding conflict of laws, and any applicable laws of the United States of America. The headings used in this Modification
Agreement are for convenience only and shall be disregarded in interpreting the substantive provisions of this Modification
Agreement. If any provision of
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this Modification Agreement shall be determined by a court of competent jurisdiction to be invalid, illegal or unenforceable, that
portion shall be deemed severed herefrom and the remaining parts shall remain in full force as though the invalid, illegal or
unenforceable provision had never been a part hereof. As used in this Modification Agreement, the term “include(s)” shall mean
“include(s), without limitation,” and the term “including” shall mean “including, but not limited to.” In the event of any
inconsistency between this Modification Agreement and the Loan Documents, this Modification Agreement shall govern.
6.

COUNTERPARTS. The Loan Documents, including this Modification Agreement, contain or expressly incorporate by
reference the entire agreement of the parties with respect to the matters contemplated therein, and supersede all prior
negotiations. No reference to this Modification Agreement is necessary in any instrument or document at any time referring to a
Loan Document. Any reference to a Loan Document (including in any other Loan Document) shall be deemed a reference to
such document as amended hereby.

7.

INTEGRATION; INTERPRETATION. This Modification Agreement contains or expressly incorporates by reference the
entire agreement of the parties with respect to the matters contemplated herein and supersedes all prior negotiations or
agreements, written or oral, and shall not be modified except by written instrument executed by all parties.

8.

GENERAL RELEASE. As further inducement to Lender to enter into this Modification Agreement, Borrowers and each
Guarantor (by their execution of the Guarantor’s Consent attached hereto) hereby release Lender as follows:
8.1 Borrowers, each Guarantor and their respective heirs, successors and assigns (collectively, the “Releasing Parties”) do
hereby release, acquit and forever discharge Lender of and from any and all claims, demands, obligations, liabilities,
indebtedness, breaches of contract, breaches of duty or any relationship, acts, omissions, misfeasance, malfeasance, cause
or causes of action, debts, sums of money, accounts, compensation, contracts, controversies, promises, damages, costs,
losses and expenses of every type, kind, nature, description, or character, whether known or unknown, suspected or
unsuspected, liquidated or unliquidated, each as though fully set forth herein at length, which in any way arise out of, are
connected with or related to the Loan Documents, this Modification Agreement or any earlier and/or other agreement or
document referred to therein or any other action, claim, cause of action, demand, damage or cost of whatever nature arising
on or prior to the Effective Date (collectively, the “Released Claims”).
8.2 The agreement of the Releasing Parties, as set forth in the preceding subparagraph 8.1 shall inure to the benefit of the
successors, assigns, insurers, administrators, agents, employees, and representatives of Lender.
8.3 The Releasing Parties have read the foregoing release, fully understand the legal consequences thereof and have obtained
the advice of counsel with respect thereto. The Releasing Parties further warrant and represent that they are authorized to
make the foregoing release.
8.4 This release is not to be construed and does not constitute an admission of liability on the part of Lender. This release shall
constitute an absolute bar to any Released Claim of any kind, whether such claim is based on contract, tort, warranty,
mistake or any other theory, whether legal, statutory or equitable. The Releasing Parties specifically agree that any attempt
to assert a claim barred hereby shall subject each of them to the provisions of applicable law setting forth the remedies for
the bringing of groundless, frivolous or baseless claims or causes of action.
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8.5 The Releasing Parties acknowledge and agree that they understand the meaning and effect of Section 1542 of the
California Civil Code which provides:
“A general release does not extend to claims which the creditor does not know or suspect to exist in his or her favor at the
time of executing the release, which if known by him or her must have materially affected his or her settlement with the
debtor.”
THE RELEASING PARTIES AGREE TO ASSUME THE RISK OF ANY AND ALL UNKNOWN, UNANTICIPATED OR
MISUNDERSTOOD DEFENSES, CLAIMS, CONTRACTS, LIABILITIES, INDEBTEDNESS AND OBLIGATIONS WHICH
ARE RELEASED, WAIVED AND DISCHARGED BY THIS AGREEMENT. THE RELEASING PARTIES HEREBY WAIVE
AND RELINQUISH ALL RIGHTS AND BENEFITS WHICH THEY MIGHT OTHERWISE HAVE UNDER THE
AFOREMENTIONED SECTION 1542 OF THE CALIFORNIA CIVIL CODE OR ANY SIMILAR FLORIDA LAW, TO THE
EXTENT SUCH LAW MAY BE APPLICABLE, WITH REGARD TO THE RELEASE OF SUCH UNKNOWN,
UNANTICIPATED OR MISUNDERSTOOD DEFENSES, CLAIMS, CONTRACTS, LIABILITIES, INDEBTEDNESS AND
OBLIGATIONS. TO THE EXTENT THAT SUCH LAWS MAY BE APPLICABLE, THE RELEASING PARTIES WAIVE AND
RELEASE ANY RIGHT OR DEFENSE WHICH THEY MIGHT OTHERWISE HAVE UNDER ANY OTHER LAW OF ANY
APPLICABLE JURISDICTION WHICH MIGHT LIMIT OR RESTRICT THE EFFECTIVENESS OR SCOPE OF ANY OF ITS
WAIVERS OR RELEASES HEREUNDER.
/s/ SIR
Progress Way
Borrower’s Initials

/s/ SIR
Winter Garden
Borrower’s Initials

/s/ SIR
Hanging Moss
Borrower’s Initials

/s/ SIR
Goldenrod
Borrower’s Initials

/s/ SIR
Shoemaker
Borrower’s Initials

/s/ SIR
Cornerstone Core
Properties, REIT,
Inc.’s Initials

/s/ SIR
Cornerstone Realty
Advisors, LLC’s
Initials

/s/ SIR
Cornerstone
Operating
Partnership, L.P.’s
Initials

[Remainder of Page Left Intentionally Blank]
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IN WITNESS WHEREOF, Borrowers and Lender have caused this Modification Agreement to be duly executed as of the date first
above written.
“LENDER”
WELLS FARGO BANK, NATIONAL ASSOCIATION, a national
banking association, as successor-by-merger to Wachovia Bank, National
Association, a national banking association
/s/ Leslie Baines
By:
Name: Leslie Baines
Title: VP
“BORROWERS”
COP-MONROE, LLC, a Florida limited liability company
By: COP–ORL ONE, LLC, a Florida limited liability
company, its Manager
By: Cornerstone Operating Partnership, L.P., a
Delaware limited partnership, its Manager
By: CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner
/s/ Stephen I. Robie
By:
Name: Stephen I. Robie
Title: Chief Financial Officer
COP-CARTER, LLC, a Florida limited liability company
By: COP–ORL ONE, LLC, a Florida limited liability
company, its Manager
By: Cornerstone Operating Partnership, L.P., a
Delaware limited partnership, its Manager
By: CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner
/s/ Stephen I. Robie
By:
Name: Stephen I. Robie
Title: Chief Financial Officer
S-1
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COP-HANGING MOSS, LLC, a Florida limited liability company
By: COP–ORL ONE, LLC, a Florida limited liability
company, its Manager
By: Cornerstone Operating Partnership, L.P., a
Delaware limited partnership, its Manager
By: CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner
By:
/s/ Stephen I. Robie
Name: Stephen I. Robie
Title: Chief Financial Officer
COP-GOLDENROD, LLC, a Florida limited liability company
By: COP–ORL ONE, LLC, a Florida limited liability
company, its Manager
By: Cornerstone Operating Partnership, L.P., a
Delaware limited partnership, its Manager
By: CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner
By:
/s/ Stephen I. Robie
Name: Stephen I. Robie
Title: Chief Financial Officer
COP-SHOEMAKER, LLC, a Delaware limited
liability company
By: Cornerstone Operating Partnership, L.P., a
Delaware limited partnership, its sole member
By: CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner
/s/ Stephen I. Robie
By:
Name: Stephen I. Robie
Title: Chief Financial Officer
(ALL SIGNATURES MUST BE ACKNOWLEDGED)
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GUARANTOR’S CONSENT
The undersigned, having read and understood the foregoing Second Modification Agreement (Long Form) (“Agreement”), hereby
(i) consent to all of the terms and provisions of the Agreement (including without limitation Sections 2.1, 2.2, 2.3, 2.4, 2.5, 2.6, 2.7,
2.8, and 8 of the Agreement), (ii) agrees that the Agreement does not terminate or diminish any of the obligations of the undersigned
to Lender under (a) that certain Limited Guaranty dated November 13, 2007 executed by the undersigned (the “Guaranty”), (b) that
certain Environmental Indemnity Agreement dated as of November 13, 2007, and executed by the undersigned and Original
Borrowers in favor of Lender (the “Existing Environmental Indemnity”), (c) that certain Environmental Indemnity Agreement
dated as of August 3, 2011 and executed by the undersigned and Shoemaker Borrower in favor of Lender (the “Shoemaker
Environmental Indemnity”), or (d) that certain Environmental Indemnity Agreement dated as of August 3, 2011 and executed by
the undersigned and South Industrial in favor of Lender (the “South Industrial Environmental Indemnity”, and collectively with
the Existing Environmental Indemnity and the Shoemaker Environmental Indemnity, the “Environmental Indemnities”) and
(iii) reaffirms its obligations under the Guaranty and Environmental Indemnities in light of the Agreement. The undersigned hereby
acknowledges and agrees that Lender shall have the right to apply payments received from Borrowers to the Obligations in any
manner elected by Lender, even if the manner of application does not reduce at all or to the greatest extent Guarantor’s maximum
aggregate obligation under the Guaranty for payment of the Guaranteed Obligations (as defined in the Guaranty). The undersigned,
having reread the Guaranty and the Environmental Indemnity Agreement, and with advice of their own counsel, hereby reaffirm and
restate all waivers, authorizations, agreements and understandings set forth in the Guaranty and the Environmental Indemnities, as
though set forth in full herein. Capitalized terms used in this consent but not otherwise defined shall have the meanings ascribed to
such terms in the Agreement or the Loan Agreement (as defined in the Agreement).
Dated as of: February 13, 2012.
CONSENT
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“GUARANTOR”
“Guarantor”
CORNERSTONE CORE PROPERTIES REIT, INC., a
Maryland corporation
By:
/s/ Stephen I. Robie
Name: Stephen I. Robie
Title: Chief Financial Officer
CORNERSTONE REALTY ADVISORS, LLC, a
Delaware limited liability company
/s/ Stephen I. Robie
By:
Name: Stephen I. Robie
Title: Chief Financial Officer
CORNERSTONE OPERATING PARTNERSHIP, L.P., a
Delaware limited partnership
By:

CORNERSTONE CORE PROPERTIES
REIT, INC., a Maryland corporation, its
general partner

By:
/s/ Stephen I. Robie
Name: Stephen I. Robie
Title: Chief Financial Officer
ACKNOWLEDGMENT

Exhibit 21.1
List of Subsidiaries
Entity

Jurisdiction

Cornerstone Operating Partnership, L.P.
COP ORL One, LLC
COP ORL Two, LLC
COP Goldenwest, LLC
COP Western Ave, LLC
COP Deer Valley, LLC
COP JBK Marathon, LLC
COP Pinnacle Peak, LLC
COP OSB Carter, LLC
COP OSB Goldenrod, LLC
COP OSB Hanging Moss, LLC
COP OSB Monroe South, LLC
COP Monroe North, LLC

Delaware
Florida
Florida
California
California
Arizona
Florida
Arizona
Florida
Florida
Florida
Florida
Florida

Exhibit 31.1
CERTIFICATIONS
I, Terry G. Roussel, certify that:
1. I have reviewed this annual report on Form 10-K of Cornerstone Core Properties REIT, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report; and
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report.
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;
(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and
(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
functions):
(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and
(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: March 30, 2012

/s/ Terry G. Roussel
Terry G. Roussel
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATIONS
I, Stephen I. Robie, certify that:
1. I have reviewed this annual report on Form 10-K of Cornerstone Core Properties REIT, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report; and
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report.
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;
(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and
(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
functions):
(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and
(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: March 30, 2012

/s/ Stephen I. Robie
Stephen I. Robie
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)

Exhibit 32.1
CERTIFICATIONS PURSUANT TO
18 U.S.C. Sec.1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Terry G. Roussel and Stephen I. Robie, do each hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his or her knowledge, the Annual Report of Cornerstone Core
Properties REIT, Inc. on Form 10-K for the twelve month period ended December 31, 2011 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in such Form 10-K fairly presents in all
material respects the financial condition and results of operations of Cornerstone Core Properties REIT, Inc.
Date: March 30, 2012

Date: March 30, 2012

/s/ Terry G. Roussel
Terry G. Roussel
Chief Executive Officer
(Principal Executive Officer)
/s/ Stephen I. Robie
Stephen I. Robie
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)

