





THE REIT REVIEW

Accordingly, while the geographic concentration of our assets in
Southern Nevada may expose us to additional risk, we may also
enjoy significant benefits as the Southern Nevada area begins to
recover, and particularly to the extent it recovers before other areas
of the United States.

There are a number of properties within our portfolio that are not
currently generating income as they have been foreclosed on and
are now being marketed for sale. As previously mentioned, most
of these foreclosed properties are vacant or developed land. Our
ability to find buyers or joint venture partners for these properties
has been negatively impacted by the lack of liquidity in the capital
markets. As we are able to sell our interest in these foreclosed
properties, we intend to apply cash proceeds towards our operational
requirements and redeploy any remaining balance into income-
generating projects.

Under REIT rules, in order to maintain REIT status, 90% of a
REIT’s taxable income must be paid out in the form of a dividend.
Dividends are derived from, among other things, income received
from performing loans. As a result, one of our primary objectives is
to sell foreclosed properties to generate funds to reinvest in order to,
among other things, generate income to be paid to our stockholders.
While we will try to avoid fire-sales of our assets, we will consider
selling certain properties at prices below the original loan principal
balances if we determine that further costs of ownership and possible
declines in value outweigh the benefits of holding the property.

In closing, I want to thank you for your continued patience and
support as we continue to work through these challenging times.
We will all remember the past two years as an extremely difficult
period as we experienced a global debt crisis causing a considerable
number of banking, mortgage, and insurance companies to fail.
The collapse of Lehman Brothers and the failure and consolidation
of other major financial institutions caused a complete shutdown
of lending. The result has been to leave the real estate markets in
limbo. No one can predict with certainty when the current market
downswing will end, or when values will begin to recover; however,
we are confident that the real estate markets will return to positive
growth, which will provide us with new challenges as well as new
opportunities. Despite the pessimism prevalent in today’s market,
we still believe in the fundamentals of real estate and its viability
and soundness as a long-term investment.

Stacy M. Riffe
Chief Financial Officer
Desert Capital REIT

STOCKHOLDER INSIGHT

A Turnkey Approach to Property Ownership and

Management

INFORMATION ONLINE

Access www.desertcapitalreit.com for the latest news and
information. Each month updates about DCR will be posted to
the “Investor Communications Platform.”

DCR offers individual investors the opportunity to invest in attractive real estate projects with the benefit of professional management.
To accomplish this, DCR employs an Advisor to oversee the daily operations of the company and manage the over 100 investments
and properties currently within our portfolio. We rely heavily on the expertise of our Advisor, whose role has become significantly
more complex and integral in the sustainability of value in our investments, given current market conditions.

Some of the many functions our Advisor performs include:

e Portfolio Analysis and Evaluation
e Loan Collection
e Property Management

e Resolution Strategy Implementation (Legal, Entitlement, Sale)

We know that the average individual investor relies on us and the Advisor to offer the time, experience, and resources required to
invest in multiple real estate projects directly. To date, our Advisor has managed the complexity of our portfolio and has executed or
identified resolutions for several properties, even under current challenging market conditions.





