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3) Lastly, the costs involved in foreclosing and managing REO
properties are substantial, and until the REIT is able to invest in
income-generating assets, we will need to sell properties to cover
the cash requirements. We have been careful in determining which
assets to liquidate.

While Mark and his team continue to evaluate and execute resolution
strategies for the properties we own, we must fund carrying costs
associated with property ownership. Recognizing that the carrying
costs for a number of properties would continue to mount during
our holding period, we determined that placing a small amount of
debt on each property would provide us the liquidity necessary to
cover the short-term carrying costs of ownership and maintenance
of our foreclosed assets.

This liquidity solution helps to alleviate the burden of ongoing
carrying costs which might otherwise force us to liquidate properties
at extreme discounts because of our inability to support the property
expenses.

Given the fact that very few loans within the portfolio are producing
monthly income at this time, funds generated from the issuance of
debt could also provide short-term relief to ensure our ability to
continue operations. Desert Capital REIT has maintained a lower
debt ratio than the industry average for REITs. Our decision to
incur additional debt at this time is necessary as we work to address
currently unfulfilled obligations such as death put redemptions, our
advisory, REO servicing, and legal fees that continue to accrue.

Future decisions will continue to be difficult, and as we work through
the challenges posed by these difficult times, we will continue to
modify our strategies in an effort to strengthen the REIT’s financial
standing, while acting in the best interests of our stockholders.

Sincerely,

Todd B. Parriott
CEO & Chairman of the Board
Desert Capital REIT, Inc.

STOCKHOLDER MEETING REMINDER

Ballroom.

The Annual Stockholders” meeting will be held at Sunset Station Hotel & Casino, located at 1301 W. Sunset Road,
Henderson, Nevada 89014 on Wednesday, September 9, 2009, at 10:00 a.m., Pacific Standard Time, in the Sunset




