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Dear Investor,

In 2011, Behringer Harvard Short-Term Opportunity Fund I LP
continued to be impacted by the challenging economic, capital
markets, and real estate conditions of recent years. As we managed
through the difficult marketplace following the 2008 collapse

in the real estate sector, we had anticipated a quicker recovery
than we have seen. Although we saw some encouraging signs of
improvement in 2010 and early 2011, the remainder of the year
represented a step backward as we dealt with the adverse effects

of the Eurozone crisis, fragile domestic and world economies, lack
of progress in deficit reduction, and the lack of readily available
investment capital. Asset classes that have been particularly hard
hit during the downturn are condominium projects and single-
family lot developments—assets in which the Fund invested prior
to the recession.

Committed to Maximizing Value

As we have previously reported, the Fund is in its disposition
phase and is in the process of selling assets and returning as
much capital as possible to investors over approximately the next
two years. As we divest these assets, the associated debt must
first be repaid before any remaining proceeds can be returned.
Given the deterioration in real estate values in recent years, we
do not expect that investors will fully recover their original $10
per unit investment in the Fund. But, we are firmly focused and
committed to maximizing the value of the Fund’s assets for our
investors. Since inception, the Fund has paid $2.12 per unit in
total distributions, including regular and special distributions.

Asset Dispositions

During 2011, we disposed of several assets and their associated
debt. In June 2011, we sold the Landmark I and II office buildings
for $16.2 million and used the proceeds to fully satisfy the debt
associated with these buildings by negotiating a discounted pay
off with the lender. We structured this sale transaction such that
the Fund retained a promoted interest in these buildings, which
provides the potential for the fund to share in the future growth
in value created by the new owners. Similarly, in December 2011
we sold the 5050 Quorum office building for $6.8 million while
retaining a promoted interest, and negotiated a discounted note
payoff for the amount of the sales proceeds. While both properties
were generating good leasing activity, the Fund did not have the
available capital to execute the associated tenant improvements
and leasing commission obligations. Thus, it was in the best
interests of investors to find partners who could execute the lease-
up plan and create a situation in which the Fund still retained the
ability to achieve value. In December 2011, we sold the Bretton
Woods residential development for $2.3 million and used the
proceeds to fully satisfy the debt associated with this property.
Also in 2011, to conserve cash, the Fund allowed lenders to take
possession of two properties, Plaza Skillman (which previously
had been placed into receivership) and Melissa Land, since they
were no longer economically viable.

Decline in Estimated Value Per Unit
During the year, several factors combined to reduce the Fund’s
estimated per-unit value to $0.40 as of December 29, 2011, from
$6.46 in the prior year’s valuation:
* Because the Fund is a self-liquidating program, its valuation
naturally declines as assets are disposed or are no longer
counted in the valuation analysis. Accordingly, the assets

disposed during 2011 were not included in the valuation as of
December 29, 2011.

* The recession has reduced rents and lowered values across
a broad spectrum of asset classes and the relative lack of
available capital to finance acquisitions has removed a
significant number of potential buyers from the marketplace.
As the Fund has sold assets, the sales prices have been less than
originally expected and we have been forced to lengthen our
holding period before selling.

* Due to the collapse of the condominium market, as we were
completing the construction of Palomar Residences and
were under construction at Cassidy Ridge in Telluride, these
developments have not achieved our original underwriting
projections. As a result, the loans associated with these projects
are in default. Because these loans are recourse to the Fund,
their deficiencies must be incorporated into the estimated
valuation, resulting in a negative value of $15.5 million
between the two properties. Were the lender to take possession
of these properties, without the deficiencies, the Fund’s
estimated valuation would improve.

» Current valuation methodology does not assign value to
promoted interests, such as we have on Landmark I and II and
5050 Quorum. While we believe the Fund may see future
value as a result of future increases in the values
of these buildings, such future value is not included
in the 2011 estimated valuation.

As required by the partnership agreement, the valuation
methodology values assets as if they are to be sold at a specific
point in time, regardless of the nominal longer term value we may
obtain. We continue to believe the ultimate value of the portfolio
will be greater than the current estimated valuation.

Dedication to Our investors

Behringer Harvard remains committed to Short-Term
Opportunity Fund I LP. Since 2007, Behringer Harvard entities
have loaned the Fund $37.3 million, of which $25.3 million

has been forgiven and $12.0 million remains outstanding. The
sponsor has also waived or directly paid an additional $15.3
million in operating costs, fees, and accrued interest for the Fund.
Behringer Harvard entities will never recover this $40.6 million, or
$3.76 per unit, demonstrating our resolve as we wind down the
Fund in a manner that generates the most value for investors.

Sincerely,

Robert M. Behringer
Co-General Partner and Chairman
Behringer Harvard Advisors II LP

Michael J. O’Hanlon
President and Chief Executive Officer
Behringer Harvard Advisors II LP, Co-General Partner
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Forward-Looking Statements

Certain statements in this Annual Report on Form 10-K constitute “forward-looking statements” within
the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E
of the Securities Exchange Act of 1934, as amended (the “Exchange Act’’). These forward-looking statements
include discussion and analysis of the financial condition of Behringer Harvard Short-Term Opportunity
Fund I LP (which may be referred to herein as the ‘“Partnership,” ‘“we,” ‘“‘us,” or ‘“our”) and our
subsidiaries, including our ability to rent space on favorable terms, to address our debt maturities and to fund
our liquidity requirements, the value of our assets, our anticipated capital expenditures, the amount and timing
of anticipated future distributions to our unitholders, the estimated per unit value of our limited partnership

units and other matters. Words such as “may,” “anticipates, ”o plans,” “believes,”
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expects,” ““intends,
“seeks,” “estimates,” ‘“would,” “could,” “should” and variations of these words and similar expressions are
intended to identify forward-looking statements.

These forward-looking statements are not historical facts but reflect the intent, belief or current
expectations of our management based on their knowledge and understanding of the business and industry, the
economy and other future conditions. These statements are not guarantees of future performance, and we
caution unitholders not to place undue reliance on forward-looking statements. Actual results may differ
materially from those expressed or forecasted in the forward-looking statements due to a variety of risks,
uncertainties and other factors, including but not limited to the factors listed and described under ‘“Risk
Factors” in this Annual Report on Form 10-K and the factors described below:

¢ adverse market and economic challenges experienced by the U.S. economy or real estate industry as
a whole and the local economic conditions in the markets in which our properties are located;

¢ the availability of cash flow from operating activities for distributions and capital expenditures;
¢ our level of debt and the terms and limitations imposed on us by our debt agreements;

* the availability of credit generally, and any failure to refinance or extend our debt as it comes due or
a failure to satisfy the conditions and requirements of that debt;

* the need to invest additional equity in connection with debt refinancings as a result of reduced asset
values and requirements to reduce overall leverage;

» future increases in interest rates;

*  impairment charges;

* our ability to retain our executive officers and other key personnel of our advisor, our property
manager and their affiliates;

«  conflicts of interest arising out of our relationships with our advisor and its affiliates;

*  changes in the level of financial assistance or support provided by our sponsor or its affiliates; and

e unfavorable changes in laws or regulations impacting our business or our assets.

Forward-looking statements in this Annual Report on Form 10-K reflect our management’s view only as
of the date of this Report, and may ultimately prove to be incorrect or false. We undertake no obligation to
update or revise forward-looking statements to reflect changed assumptions, the occurrence of unanticipated
events or changes to future operating results except as required by applicable law. We intend for these
forward-looking statements to be covered by the applicable safe harbor provisions created by Section 27A of
the Securities Act and Section 21E of the Exchange Act.

ii



Cautionary Note

The representations, warranties and covenants made by us in any agreement filed as an exhibit to this
Annual Report on Form 10-K are made solely for the benefit of the parties to the agreement, including, in
some cases, for the purpose of allocating risk among the parties to the agreement, and should not be deemed
to be representations, warranties or covenants to or with any other parties. Moreover, these representations,

warranties or covenants should not be relied upon as accurately describing or reflecting the current state of
our affairs.

iii



[This page intentionally left blank.]



PART 1
Item 1. Business.

General Description of Business

We are a limited partnership formed in Texas on July 30, 2002. Our general partners are Behringer
Harvard Advisors II LP (“Behringer Advisors II"’) and Robert M. Behringer (each a “General Partner” and
collectively the “General Partners”). We were funded through capital contributions from our General Partners
and initial limited partner on September 20, 2002 (date of inception) and offered our limited partnership units
pursuant to a public offering which commenced on February 19, 2003 and terminated on February 19, 2005
(the “Offering™). The Offering was a best efforts continuous offering, and we admitted new investors until the
termination of the Offering. As of December 31, 2011, we had 10,803,839 limited partnership units
outstanding. Our limited partnership units are not currently listed on a national exchange, and we do not
expect any public market for the units to develop.

We have used the proceeds from the Offering, after deducting offering expenses, to acquire interests in
twelve properties, including seven office building properties (one of which has been converted to a data
center), one shopping/service center, a hotel redevelopment with an adjoining condominium development,
two development properties and undeveloped land. As of December 31, 2011, four of the twelve properties we
acquired remain in our portfolio. As of December 31, 2011, we wholly owned two properties, and we owned
interests in two properties through separate limited partnerships or joint venture arrangements. We are not
currently seeking to purchase additional properties for our portfolio.

Our Agreement of Limited Partnership, as amended (the “Partnership Agreement), provides that we will
continue in existence until the earlier of December 31, 2017 or termination of the Partnership pursuant to the
dissolution and termination provisions of the Partnership Agreement.

Our office is located at 15601 Dallas Parkway, Suite 600, Addison, Texas 75001, and our toll-free
telephone number is (866) 655-1620. The name Behringer Harvard is the property of Behringer Harvard
Holdings, LLC (“Behringer Holdings™’) and is used by permission.

Liquidity and Capital Resources

The effects of the recent economic downturn have caused us to reconsider our strategy for certain of our
properties where we believe the principal balance of the debt encumbering the property exceeds the value of
the asset under current market conditions. In those cases where we believe the value of a property is not
likely to recover in the near future, we believe there are more effective uses for our capital, and as a result we
may cease making debt service payments on certain property level debt, resulting in defaults or events of
default under the related loan agreements. We are in active negotiations with certain lenders to refinance or
restructure debt in a manner that we believe is the best outcome for us and our unitholders and expect that
some loans may be resolved through a discounted purchase or payoff of the debt and, in certain situations,
other loans may be resolved by negotiating agreements conveying the properties to the lender.

Our cash and cash equivalents were $3.3 million at December 31, 2011. Our principal demands for funds
in the next twelve months and beyond will be for the payment of costs associated with lease-up of available
space at our operating properties, Partnership operating expenses and for the payment of recurring debt
service, further principal paydowns and reserve requirements on our outstanding indebtedness as required by
our lenders. As a result of current economic and market conditions, our ability to continue as a going concern
is dependent on the willingness and ability of our General Partners or their affiliates to provide us with
sources of liquidity and our ability to resolve our current debt maturities. Although we have had to extend
beyond our original target life of three to five years after the end of the Offering, we are designed to be
‘'self-liquidating and thus not intended to- continue as a long-term going concern. During the year ended
December 31, 2011, Behringer Advisors II or its affiliates waived reimbursement of administrative services,
asset management fees and reimbursement of operating expenses totaling $4.1 million, of which $3.7 million
is classified as a capital contribution from our General Partners on our consolidated statement of equity
(deficit). During the year ended December 31, 2010, Behringer Advisors II or its affiliates waived
reimbursement of administrative expenses, asset management fees and reimbursement of operating expenses
totaling $7.5 million, of which $7.0 million is classified as capital contributions from our General Partners on



our consolidated statement of equity (deficit). In addition, Behringer Harvard Holdings, LLC (“Behringer
Holdings” or our “‘Sponsor”), forgave $2.8 million of principal borrowings and all accrued interest thereon
under a loan agreement, which was also accounted for as a capital contribution by our General Partners

We signed a long-term full building lease that began October 1, 2011 at 1221 Coit Road which totals
approximately 20% of the rentable square feet in our office and data center properties and we continue to
negotiate with prospective tenants regarding unleased space at 250/290 John Carpenter. Our current business
plan calls for us to fund our liquidity requirements from proceeds from the disposition of properties and
borrowings, however, as a result of current economic conditions, our ability to do so is subject to certain
factors beyond our control. In addition, we may also seek to raise capital by contributing one or more of our
existing assets to a joint venture with a third party. Investments in joint ventures, under certain circumstances,
involve risks not present when a third party is not involved. Our ability to successfully identify, negotiate, and
complete joint venture transactions on acceptable terms or at all is highly uncertain in the current
economic environment.

We continue to prepare and assess properties for potential sale. In order to provide additional liquidity for
the execution of our current business plan, we disposed of a number of our investments in 2011 and have
identified additional investments for disposition in 2012. On December 16, 2011, we sold 5050 Quorum for a
contract sales price of $6.8 million. Proceeds from the sale were used to fully satisfy the existing indebtedness
associated with the property, resulting in a gain on troubled debt restructuring of approximately $4.8 million
which is included in discontinued operations. On June 30, 2011, we sold Landmark I and Landmark II
(collectively, ‘“‘Landmark I and II”’). Proceeds from the sale of Landmark I and II of $16.2 million were used
to fully satisfy the existing indebtedness associated with the property of $21 million, resulting in a gain on
troubled debt restructuring of $4.9 million which is included in discontinued operations -on our
consolidated statements of operations for the year ended December 31, 2011. The sale contract for each of
5050 Quorum and Landmark I and II provide that we retain a promoted interest in distributable cash related to
the buildings, meaning that we would share in the profits and cash flows of these properties once a certain
threshold has been met. Additionally, on December 16, 2011 we sold Bretton Woods, which was comprised of
constructed luxury homes and developed land lots, to an unaffiliated third party for a sales price of
$2.3 million and all of the proceeds were used to fully satisfy the existing indebtedness associated with the
property. In addition, we are currently negotiating a new contract for the sale of 250/290 John Carpenter
Freeway which contains approximately 539,000 rentable square feet In some instances, to preserve cash, it
may be in the best interests of unit holders to allow lenders to take possession of certain properties when they
are no longer economically viable, such as Plaza Skillman, which was placed into receivership in
October 2010 and transferred to the associated lender pursuant to a foreclosure in July 2011, and
Melissa Land, on which the lender foreclosed in December 2011. As a result of our current liquidity needs
and unstable credit market conditions limiting available resources through additional borrowings for a
closed-end, finite life fund, we may have to sell a property under terms that are less than advantageous than
we could achieve with a longer holding period. However, there can be no assurance these future dispositions
will occur, or, if they occur, that they will help us to achieve our liquidity objectives.

Of our $123.7 million in notes payable at December 31, 2011, $52.6 million has matured and is
subsequently in default and an additional $50.9 million is scheduled to mature in the next twelve months. As
of December 31, 2011, of our $123.7 million in notes payable, $111.3 million was secured by properties and
$101.3 million was recourse to us. We continue to negotiate with the lenders to refinance or restructure the
loans. We currently expect to use proceeds from the disposition of properties and additional borrowings to
continue making our scheduled debt service payments on certain properties until the maturity dates of the
loans are extended, the loans are refinanced or the outstanding balance of the loans is completely paid off.
There is no guarantee that we will be able to refinance our borrowings with more or less favorable terms or
extend the maturity dates of such loans. In the event that any of the lenders demanded immediate payment of
an entire loan balance, we would have to consider all available alternatives, including transferring legal
possession of the relevant property to the lender. See Item 7. ‘“Management’s Discussion and Analysis of
Financial Condition and Results of Operations” for further information regarding our debt.



The preparation of financial statements of a going concern generally contemplates realization of assets
and settlement of liabilities in the normal course of business. The conditions and events described above raise
substantial doubt about our ability to continue as a going concern. The accompanying consolidated financial
statements do not include any adjustments to reflect the possible future effects on the recoverability of assets
or the amounts of liabilities that may result should we be unable to continue as a going concern. Our current
plans are to use proceeds from the disposition of properties and additional borrowings to make payments on
our outstanding debt until the maturity dates of the loans are extended, the loans are refinanced or the
outstanding balance of the loans is completely paid off, pay for on-going capital needs, fund operations and, if
available, make special distributions to our unitholders. For property-related loans that have matured we are
negotiating discounted loan payoffs or the transfer of the relevant property to the lender.

As is usual for opportunity style real. estate programs, we are structured as a finite- hfe vehlcle w1th the
intent to full cycle by selling off our assets. Although we have extended beyond our original target life, as
previously reported, we have entered into our disposition phase and we are in the process of selling our assets
and winding up operations over approximately the next two years, with the goal of returning capital to our
investors. As is typical in the commercial real estate industry, the original purchases of the portfolio properties
were financed using leverage. Thus, as these dispositions are made, the associated debt on the properties- must
first be repaid before any remaining proceeds are returned to investors. Presently, given the. continued
challenges in the real estate markets, we do not expect that investors will fully recover their original $10 per
unit investment. Since inception, we have paid $2. 12 per unit in total distributions, including both recurring
monthly and special distributions.

Market Outlook

During 2011, the U.S. economy faced one of its most volatile periods as the economy was interrupted by
domestic and international economic events. The year began with a view toward global and domestic
recoveries, panicularly in the U.S. in advance of quantitative easing from the U.S. Federal Reserve. This
optimism was soon overcome as the Japanese earthquake disrupted world-wide industrial supply chains, the
political unrest in the Middle East led to higher energy and commodity prices and finally the European debt
crisis appeared to threaten international debt markets in a Lehman-like collapse. Growth in the economy was
further shaken during the prolonged U.S. debt ceiling debate and the downgrade of the U.S. government’s
credit rating in late summer. However, global and domestic markets were surprisingly resilient and by the
fourth quarter a number of signs pointed once again to a modest recovery in the U.S. economy. Leading the
improvements were fourth quarter results for GDP, job creation, unemployment claims, consumer spending
and manufacturing indicators. While these improvements are still modest and the European debt crisis still
remains not fully resolved, the end result is the economy appears to be similarly positioned for slow to
moderate growth at the end of 2011 as it was at the beginning of the year.

Our primary objectives will be to continue to preserve capital, as well as sustain and enhance property
values, while continuing to focus on the disposition of our properties. Our ability to dispose of our properties
will be subject to various factors, including the ability of potential purchasers to access capital debt financing.
If we are unable to sell a property when we determine to do so, it could have a significant adverse effect on
our cash flows and results of operations. Given the disruptions in the capital markets and the current lack of
available credit, our ‘ability to dispose of our properties may be delayed, or we miay receive lower than
anticipated returns. In addition, a-more prolonged economic -downturn could negatively affect our ab111ty to
attract and retain tenants. :

Three of our four remaining real estate assets are located in Texas, all of which are located in. the
Dallas-Fort Worth metropolitan area. We have a data center that is 100% leased under a long-term Iease and
we continue to work towards leasing our 250/290 John Carpenter building which was 18% leased at
December 31, 2011. We did not experience any significant tenant. defaults resulting in the loss of material
rental income during the year ended December 31, 2011. Additionally, as it relates to the hotel within our
portfolio, Smith Travel Research indicates that the national overall occupancy rate for hospitality properties in
the United States rose from 53.5% in the fourth quarter of 2010 to 60.1% in the fourth quarter of 2011. The
national overall Average Daily Rate (‘“ADR”) also rose from $98.25 in the fourth quarter of 2010 to $101.64
in the fourth quarter of 2011. The hotel industry is expected to see continued modest growth in 2012.



Unit Valuation

Our Partnership Agreement requires that our General Partners annually provide our limited partners with
an estimate of the amount a holder of limited partnership units would receive if our properties were sold at
their fair market values as of the close of the fiscal year, and the proceeds from the sale of the properties
(without reduction for selling expenses), together with other funds of the Partnership, were distributed in a
liquidation. As .of December 31, 2010, our General Partners estimated a value of $6.48 per limited
partnership unit.

On December 29, 2011 Behringer Advisors II, our co-general partner, adopted a new estimated value per
limited partnership unit of $0.40 per unit. As part of the valuation process, and as required by the Partnership
Agreement, the General Partner obtained the opinion of an independent third party, Robert A. Stanger & Co.,
Inc. (“Stanger”), that the estimated valuation was reasonable and was prepared in accordance with appropriate
methods for valuing real estate. Stanger, founded in 1978, is a nationally recognized investment banking firm
specializing in real estate, REITs and direct participation programs such as ours.

Stanger’s opinion was expressed from a financial point of -view and was subject to various limitations.
Stanger relied on information provided by the General Partner without independent verification and did not
perform appraisals, did not inspect the properties or review engineering or structural studies, environmental
studies, and did not make independent local market inquiries. Stanger relied on information from the General
Partner regarding lease terms and the physical condition and capital expenditure requirements of each
property. Please see Item 5. “Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer
Purchases of Equity Securities” for additional information regarding our most recent estimated unit valuation.

Disposition Policies

We believe it makes economic sense to sell properties in today’s market in certain instances, such as
when the value of the in-place cash flows from existing tenants is stable, predictable and attractive to potential
buyers, when the property has limited or no equity with a near-term debt maturity, or when the equity in a
property can be redeployed in the portfolio in order to achieve better returns or strategic goals. Therefore, we
will evaluate each real property in which we have invested until such time as sale or other disposition appears
to be advantageous to achieve our investment objectives or until it appears that such objectives will not be
met. We will also consider factors such as potential capital appreciation, cash flow and federal income tax
considerations, including possible adverse federal income tax consequences to our limited partners, the current
state of the general economy and whether waiting to dispose of a property will allow -us to realize additional
value for our limited partners. Our General Partners may exercise their discretion as to whether and when to
sell a property, and we will have no obligation to sell properties at any particular time, except upon our
termination on December 31, 2017, or earlier if our General Partners determine to liquidate us, or, if investors
holdixig a majority of the units vote to liquidate us in response to a formal proxy to liquidate. Instead of
causing us to liquidate, our General Partners, in their sole discretion, may determine to offer to limited
partners the opportunity to convert their units into interests in another public real estate program sponsored by
our General Partners or their affiliates, through a plan of merger, plan of exchange or plan of conversion,
provided that the transaction is approved by holders of such percentage of units as determined by our General
Partners, but not less than a majority and excluding those units held by our General Partners and their
affiliates. If such an opportunity is provided to our limited partners, it may involve the distribution to limited
partners of freely traded securities that are listed on a securities exchange.

Cash flow from operations will not be invested in the acquisition of new properties. However, our
General Partners may determine not to distribute net sales proceeds if such proceeds are:

*  held as working capital reserves; or

*  used to make improvements to existing properties.

Thus, we are intended to be self-liquidating in nature.



We will not pay, directly or indirectly, any commission or fee, except as specifically permitted under
Article XII of our Partnership Agreement, to our General Partners or their affiliates in connection with the
distribution of proceeds from the sale, exchange or financing of our properties.

Although not required to do so, we will generally seek to sell our real estate properties for cash. We may,
however, accept terms of payment from a buyer that include purchase money obligations secured by
mortgages as partial payment, depending upon then-prevailing economic conditions customary in the area in
which the property being sold is located, credit of the buyer and available financing alternatives. Some
properties we sell may be sold on an installment basis under which only a portion of the sale price will be
received in the year of sale, with subsequent payments spread over a number of years. In such event, our full
distribution of the net proceeds of any sale may be delayed until the notes are paid, sold or financed.

Borrowing Policies

We have used debt secured by real estate as a means of providing additional funds for the acquisition and
development of properties. By operating on a leveraged basis, we have had more funds available for
investment in properties and other investments. This has enabled us to make more investments than would
otherwise be possible, resulting in a more diversified portfolio. Most of our borrowings are on a recourse basis
to us, meaning that the liability for repayment is not limited to any particular asset. Furthermore, the use of
leverage brings with it the risk of default on the mortgage payments and a subsequent foreclosure of a
particular property.

There is no limitation on the amount we may invest in any single improved property or other asset or on
the amount we can borrow for the purchase of any single property or other investment. According to our
Pai'tnership Agreement, the total amount of indebtedness that may be incurred by us cannot exceed at any
time the sum of (1) 85% of the aggregate purchase price of all of our properties that have not been
refinanced, plus (2) 85% of the aggregate fair value of all of our refinanced properties as determined by the
lender on the date of refinancing. We expect, but cannot assure that, at any time, the total amount of
indebtedness incurred will not exceed 75% of our aggregate asset value.

We will refinance our properties during the term of a loan only in limited circumstances, such as when
a decline in interest rates makes it beneficial to prepay an existing mortgage or when. an
existing mortgage matures. The benefits of the refinancing may include an increased cash flow resulting from
reduced debt service requirements and an increase in property ownership if refinancing proceeds are reinvested
in real estate.

Conflicts of Interest

We are subject to various conflicts of interest arising out of our relationship with our General Partners
and their affiliates, including conflicts related to the arrangements pursuant to which our General Partners and
their affiliates will be compensated by us. All of our agreements and arrangements with our General Partners
and their affiliates, including those relating to compensation, are not the result of arm’s-length negotiations.
Some of the conflicts of interest in our transactions with our General Partners and their affiliates are
described below.

Our General Partners are Robert M, Behringer and Behringer Advisors II. Mr. Behringer owns a
controlling interest in Behringer Holdings, a Delaware limited liability company that indirectly owns all of the
outstanding equity interests of Behringer Advisors II, our property managers and Behringer Securities LP
(“Behringer Securities”), the dealer manager for the Offering. Mr. Behringer, Robert S. Aisner, Robert J.
Chapman, Gerald J. Reihsen, III, Gary S. Bresky and M. Jason Mattox are executive officers of Harvard
Property Trust, LLC (“HPT”), the sole general partner of Behringer Advisors II, and Behringer Securities. In
addition, Messrs. Behringer, Reihsen, Bresky and Mattox are executive officers of Behringer Securities.



Because we were organized and will be operated by our General Partners, conflicts of interest will not
be resolved through arm’s-length negotiations but through the exercise of our General Partners’
judgment consistent with their fiduciary responsibilities to the limited partners and our investment objectives
and policies. For a description of some of the risks related to these conflicts of interest, see the
Item 1A. “Risk Factors” section of this Annual Report on Form 10-K. For a discussion of the conflict
resolution policies, see the Item 13. “Certain Relationships and Related Transactions and Director
Independence” section of this Annual Report on Form 10-K.

Interests in Other Real Estate Programs

Our General Partners and their affiliates are general partners, executive officers or directors of other:
Behringer Harvard programs, including real estate programs that have investment objectives similar to ours,
and we expect that they will organize other such programs in the future. Our General Partners and such
affiliates have legal and financial obligations with respect to these other programs that are similar to their
obligations. to us. As general partners, they may have contingent liabilities for the obligations of other
programs structured as partnerships, as well as our obligations, which, if such obligations were enforced
against them, could result in substantial reduction of their net worth.

Other Activities of Our General Partners and Their Affiliates

We rely on our General Partners and their affiliates for the day-to-day operation of our business. As a
result of their interests in other Behringer Harvard programs and the fact that they have also engaged and will
continue to-engage in other business activities, our General Partners and their affiliates will have conflicts of
interest in allocating their time between us and other Behringer Harvard programs and other activities in
which they are involved. In addition, our Partnership Agreement does not specify any minimum amount of
time or level of attention that our General Partners must devote to us. However, our General Partners believe
that they and their affiliates have sufficient personnel to discharge fully their responsibilities to all of the
Behringer Harvard programs and other ventures in which they are involved.

In no event may we:
+ 'make loans to our General Partners or any of their affiliates; or

e enter into agreements with our General Partners or their affiliates for the provision of insurance
covering us or any of our properties, except under the limited circumstances permissible under the
NASAA Guidelines.

Competition in Leasing Properties

Conflicts of interest will exist to the extent that we own properties in the same geographic areas where
properties owned by our General Partners, their affiliates or other Behringer Harvard programs are located. In
such a case, a conflict could arise in the leasing of our properties in the event that we and another Behringer
Harvard program were to compete for the same tenants in negotiating leases, or a conflict could arise in
connection with the resale of properties in the event that we and another Behringer Harvard program were to
attempt to sell similar properties at the same time. Conflicts of interest may also exist at such time as we or
our affiliates managing properties on our behalf seek to employ developers, contractors or building managers,
and other circumstances. Our General Partners will seek to reduce conflicts relating to the employment of
developers, contractors or building managers by making prospective employees aware of all such properties
seeking to employ such persons. In addition, our General Partners will seek to reduce conflicts that may arise
with respect to properties available for sale or rent by making prospective purchasers or tenants aware of all
such properties. However, these conflicts cannot be fully avoided in that there may be differing compensation
arrangements established for employees at different properties or differing terms for resale or leasing of the
various properties. '



Alffiliated Property Managers

Our properties - are managed and leased by HPT Management Services LLC, Behringer Harvard
Short-Term Management Services, LLC or Behringer Harvard Real Estate Services, LLC, our affiliated
property ‘managers, or their affiliates (individually or collectively referred to as “Property Manager”). The
agreements with our Property Manager expired in June 2010, but automatically extended for successive seven
year terms. We can terminate the agreements only in the event of gross negligence or willful misconduct on
the part of the Property Manager or upon sale of the property. HPT Management Services LLC and Behringer
Harvard Real Estate Services, LLC also serve, and will continue to serve, as property manager for properties
owned by affiliated real estate programs, some of which may be in competition with our properties.
Management fees to be paid to our Property Manager are based on a percentage of the rental income received
by the managed properties.

Regulations

Our investments are subject to various federa.l state and local laws, ordinances and regulatlons, including,
among other things, zoning regulations, land use controls, environmental controls relating to air and water
quality, noise pollution and indirect environmental impacts such as increased motor vehicle activity. We
believe that we have all permits and approvals necessary under current law to operate our investments.

Enwronmental

As an owner of real estate, we are subject to various environmental laws of federal, state and local
governments. Comphance with existing laws has not had a material adverse effect on our financial condition
or results of operations, and management does not believe it will have such an impact in the future. However,
we cannot predict  the impact of unforeseen environmental contingencies or new or changed laws or
regulatlons on properties in Whlch we hold an interest.

Significant Tenants’

As of December 31, 2011, two tenants accounted for 10% or more of our aggregate annual rental
revenues from our consolidated properties. Avelo Mortgage, a subsidiary of Goldman Sachs, accounted for
approximately $2 million or 43% of our aggregate rental revenue for the year ended December 31, 2011 under
a lease that expires August 2018. Internap Network Services Corp (a leader in the data center service
industry), accounted for approximately $0.5 million or 11% of our rental revenues for the year ended
December 31, 2011 under a- lease that expires in June 2022. :

Leasmg

Our portfolio of office and data center properties was approximately 35% percent leased at December 31,
2011. We are continuing marketing efforts to re-lease all of our vacant spaces quickly and at terms that are
favorable to us. We signed a long-term full building lease that began October 1, 2011 at 1221 Coit Road
which represents approximately 19% of the current rentable square feet in our office and data
center properties. -

Employees ‘
We have no employees. Affiliates of Behringer Advisors II and other affiliates of Behringer Holdings

perform a full range of real estate services for us, 1nclud1ng property management, accounting, legal, asset
management and investor relations.

We are dependent on our affiliates for services that are essential to us, including disposition decisions,
property management and leasmg services and other general and administrative responsibilities. In the event
that these companies are unable to provide these serv1ces to us, we would be required to obtain such services
from other sources. :

Fmancml Informatlon About Industry Segments

Our current business consists only of owning, managing, operating, leasing, developing, and disposing of
real estate assets. We internally evaluate all of our real estate assets as one industry segment, and, accordingly,
we do not report segment information.



Availqble Information

We electronically file an annual report on Form ‘10-K, quarterly reports on Form 10-Q; current reports on
Form 8-K and all -amendments to those reports with the Securities and Exchange Commission (“SEC”).
Copies of our filings with the SEC may be obtained from the web site maintained for us by our .advisor at
http:/fwww.behringerharvard.com or at the SEC’s web site at http://www.sec.gov. Access to these filings is free
of charge. We are not incorporating our website or any information from the website into this Form 10-K. '

Item 1A. Risk Factors.

Risks Related to an Investment in Behringer Harvard Short-Term Opportunity Fund I LP

The factors described below represent our principal risks. Other factors may exist that we do not consider
to be significant based on information that is currently available or that we are not currently able to anticipate.
The occurrence of any of the risks discussed below could have a material adverse affect on our business,
financial éondition, results of operations and ability to pay distributions to our unitholders.

There is no public trading market for our units, therefore it will be difficult for limited partners to sell
their units.

There is no public trading market for our units, and we do not expect one to ever develop. Our
Partnership Agreement restricts our ability to participate in a public trading market or anything substantially
equivalent to one by providing that any transfer that may cause us to be classified as a publicly traded
partnership as defined in Section 7704 of the Internal Revenue Code shail be deemed void and shall not be
recognized by us. Because classification of the Partnership as a publicly traded partnership may significantly
decrease the value of the units, our General Partners intend to use their authority to the: maximum extent
possible to prohibit transfers of units that could cause us to be classified as a publicly traded partnership. For
these, reasons, it will be difficult for ourlimited partners to sell their units.

: Our units have limited transferability and lack liquidity.‘ :

Except for certain intra-family transfers, limited partners are limited in their ability to transfer their units.
Our Partnership Agreement and certain state regulatory agencies have imposed restrictions relating to the
number of units limited partners may transfer. Accordingly, it will be difficult for limited partners to sell their
units promptly or at all. Limited partners may not be able to sell their units in the event of .an emergency, and
if they are able to sell their units, they may have to sell them at a substantial discount. It is also likely that the
units would not be accepted as the primary collateral for a loan. :

Robert M. Behringer and Robert S. Aisner have dominant roles in determining what is in our best
interests, and therefore we will not have the benefit of independent consideration of i issues aﬁectmg
our Partnershlp operations.

Mr. Behringer is one of our general partners. Our other general partner is Behringer Advisors II
Behringer Advisors II is managed by its general partner, HPT, for which Mr. Behringer serves as Chairman
and sole manager and Mr. Aisner serves as Vice Chairman. Therefore, Mr. Behringer and Mr. Aisner have
dominant roles in determining what is in ‘the best interests of us and our limited partners. Since no persons
other than Mr. Behringer and Mr. Alsner have any direct control over our management, we do not have the
benefit of independent consideration of issues affecting our Partnership operations. Therefore, Mr. Behnnger
and Mr. Aisner alone will determine the propriety of their own actions, which could result in a conflict of
interest when they are faced with any significant decision relating to our Partnership affairs:



The prior performance of real estate investment programs sponsored by affiliates of our
General Partners may not be an indication of our future results.

Investors should not reiy upon the past performanee of other real estate investment programs sponsored
by Mr. Behringer, our individual general partner, or his affiliates, to predict our future resuits. To be successful
in this market, we must, among other things: : ' ~

*  attract, integrate, motivate and retain quahﬁed personnel to manage our day-to-day operations; and

e . continue to build and expand our operauons structure to support our business. ‘

We cannot guarantee that we will succeed in ach1ev1ng these goals, and our fallure to do so could cause
investors to lose all or a portlon of their 1nvestment

Zf we lose or are unable to obtain key personnel, our ability to implement our investment strategies
could be delayed or hindered.

Our success depends to a significant degree upon the continued contributions of certain key personnel of
the general partner of Behringer Advisors TI and HPT, who would be difficult to replace. Although HPT has
employment agreements with its key personnel these agreements are terminable at will, and we cannot
guarantee that such persons will remain affiliated with HPT or us. If any of HPT’s key personnel were to
cease employment, ‘our operating results-could suffer.. We believe that our future success- depends, in large
part, upon HPT’s ability to hire and retain highly skilled managerial,’ operational and marketing personnel.
Competition for such personnel is intense, and we cannot assure limited partners that HPT will be: successful
in attracting and retaining such- skilled personnel. Further, our General Partners intend to establish strategic
relationships with firms that have special expertise in certain services or as to real properties in certain
geographic regions. Maintaining such relationships will be important for us to effectively compete. We cannot
assure limited partners that our General Partners will be successful in attracting and retaining such
relationships. If we lose or are.-unable to.obtain the services of key personnel or do not establish or maintain
appropriate strategic relationships, our ability to implement our strategies could be delayed or hindered.

Our General Partners have a t‘tmlted net worth, conszstmg of assets that are not liquid, whtch may
adversely affect the ability of our General Partners to fulfill their ﬁmmczal oblzgatwns to us.

- The net worth of ourGeneral Partners consists pnmanly of mterests in real estate, retirement plans,
partnerships and closely-held businesses. Accordingly, the net worth of our General Partners-is illiquid and not
readily marketable. This illiquidity, and the fact that our General Partners have commitments to other
Behringer Harvard programs, may adversely affect the ability of our General Partners to fulfill their financial
obligations to us.

Our rights and the nghts of our lzmzted partners to recover claims against our General Partners
are limited.

Our Partnership Agreement provides that our General Partners will have no. liability for any action or
failure to act that the General Partners in.good faith determine was in our. best interests, provided their action
or failure to act did not constitute negligence or misconduct. As a result, we and our limited partners may
have more limited rights against our General Partners than might otherwise exist under common law. In
addition, we may be obligated to fund the defense cdsts incurred by our General Paitners in some cases.

Our units are generally not suztable Jor IRAs and other retirement plans subject to ERISA

Because our 1ntended operatlons w111 hkely give rise to unrelated busmess taxable 1ncome ( “UBTI”), our
units are generally not an appropriate investment vehicle for IRAs and retirement plans subject to ERISA.,



Risks Related to Our Business in General

Recent market disruptions have impactéd and may continue to adversely impact many aspects of our
operating results and operating condition. '

The financial and real estate markets have undergone pervasive and fundamental disruptions. The
disruptions have had and may continue to have an adverse impact on the availability of credit to businesses,
generally, and real estate in particular, and have resulted in and could lead to further weakening of the
U.S. and global economies. Our business is affected by market and economic challenges experienced by the
U.S. economy or real estate industry as a whole or by the local economic conditions in the markets in which
our properties are located, including the current dislocations in the credit markets and generaf global economic
recession. Availability of debt financing secured by commercial real estate has declined as a result of tightened
underwriting standards. These conditions have and may continue to materially affect the value of our
investment properties and will likely continue to -affect our ability to pay distributions, the 4vailability or the
terms of financing that we have or may anticipate utilizing, and our ability to make principal and interest
payments on, or refinance, any outstanding debt when due. These challenging economic conditions will also
continue to impact the ability of certain of our tenants to enter into new leasing transactions on terms
acceptable to us or satisfy rental payments under existing leases. Specifically, the current conditions have had,
or similar conditions existing in the future may continue to have, the following consequences:

-+ the financial. condition of our tenants, which may include financial, legal and other professional
firms, may be adversely affected, which results in us having to increase concessions, reduce rental
rates. or make capital improvements in order to maintain occupancy levels or to negotiate for
reduced space needs, which could result in a decrease in our occupancy levels;

»  significant job losses in the financial and professional services industries have occurréd and may
continue to occur, which may decrease demand for our office space and result in lower occupancy
‘levels, which could result in decreased revenues and which could diminish the value of our

- properties, which depends in part upon the cash flow generated by our properties;

»  credit spreads for major sources of capital may continue to widen as interest rates could increase due
to inflationary expectations, resuiting in an increased cost for debt financing;

* a further reduction in the amount of capital that is available to finance real estate, which, in
turn, could lead to a decline in. real estate values generally, slow real estate transaction activity,
reduce the loan to value ratio upon which lenders are willing to lend, and result in difficulty
refinancing our debt;

e our ability to borrow on terms and conditions that we find acceptable, or at all, may be limited,
which could reduce our ability to refinance existing debt, reduce our returns from our acquisition
and development activities and increase our future interest expense;

¢ the value of some of our properties has likely decreased below the amounts we paid for them, which
may limit our ability to dispose of assets at attractive prices or to obtain debt financing secured by
our properties and may reduce the availability of unsecured loans;

e the value and liquidity of our short-term investments and cash deposits could be reduced as a result
of the dislocation of the markets for our short-term investments, mcreased volatility in market rates
for such investments or other factors, and

e one or more counterpartles to our derivative financial instruments, if any, could default on
their obligations to us, or could fail, increasing the risk that we may not realize the benefits of
these instruments.

For these and other reasons, we cannot assure you that we will be profitable or that we will realize
growth in the value of our investments. Further, in light of the current economic conditions, we cannot
provide assurance that we will be able'to resume regular distributions in the future. -
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We have incurred indebtedness and other borrowings, which may increase our business risks.

We have acquired and developed real properties by using either existing financing or borrowing new
funds. In addition, we have incurred or increased our debt by obtaining loans secured by some or all of our
real properties. We have incurred debt on a particular real property if we believe the property’s projected cash
flow is sufficient to service the mortgage debt. Incurring debt increases the risk of loss since defaults on
indebtedness secured by a property may result in foreclosure actions initiated by lenders and our loss of the
property securing the loan which is in default. For tax purposes, a foreclosure of any of our properties would
be treated as a sale of the property for a purchase price equal to the outstanding balance of the debt secured
by the mortgage. If the outstanding balance of the debt secured by the mortgage exceeds our tax basis in the
property, we would recognize taxable income on foreclosure, but would not receive any cash proceeds. We
may give full or partial guarantees to lenders of mortgage debt to the entities that own our properties. When
we provide a guaranty on behalf -of an entity that' owns oné of our properties, we will be responsible to the
lender for satisfaction of the debt if it is not paid by such entity. If any -mortgages contain
cross-collateralization or cross-default provisions, ‘there is-a risk that more than one real property may be
affected by a default. If any of our properties are foreclosed upon due to a default, our ability to pay
distributions to our limited partners will be adversely affected. Our approach to investing in properties
utilizing leverage in order to accomplish our investment objectives may present more risks to investors than
comparable real estate programs which have a longer intended duration and which do not utilize borrowing to
the same degree.

Our indebtedness advei'sely affects our financial health and operating flexibility.

At December 31, 2011, we had notes payable of approximately $123.7 million in principal amount, of
which $111.3 million was secured by properties and $101.3 million was guaranteed by us. As a result of this
indebtedness, we are required to use a material portion of our cash flow to service principal and interest on
our debt which will hnut the cash flow avallable for other purposes

Our level of debt and the limitations 1mposed on us by our debt agreements could have significant
adverse consequences to us and the value of our units, regardless of our ability to refinance or extend our
debt, including:

*  limiting our ability to borrow additional amounts for working capital, capital expenditures, debt
service requirements, execution of our business plan or other purposes;

e limiting our ability to use operating cash flow in other areas of our business because we must
dedicate a substantial portion of these funds to service our debt;

*  increasing our vulnerability to general adverse economic and industry conditions;

. limiting our ability to capitalize on business opportunities and to react to competitive pressures and
adverse changes in governmental regulation;

* limiting our ability to fund capital expenditures, tenant improvements and leasing commissions; and
»  limiting our ability or increasing the costs to. refinance our indebtedness.

In addition, a breach of the financial and operating covenants in our debt agreements could cause a
default and accelerate payment, which could have a material adverse effect on our financial condition.

We may not be able to refinance or repay our indebtedness.

We have debt that we may not be able to refinance or repay. As of December 31, 2011, approximately
$103.5 million of -principal payments, which includes scheduled debt maturities and monthly principal
payments, has matured or is scheduled to mature in the next twelve months. We will:-face significant
challenges refinancing our current debt on acceptable terms if at all due to (1) reduced values of our
investments, (2) limited cash flow from operations, (3) our debt level, (4) the cost and terms of new or
refinanced indebtedness and (5) material changes in lending parameters, including lower loan-to-value
standards. Our indebtedness also requires us to use a material portion of our cash flow to service principal and
interest, which limits the cash flow available for other business expenses or opportunities.

11



Further, we may not have the funds necessary to repay our debt as it matures. Failure to refinance or
extend our debt as it comes due, or a failure to satisfy the conditions and requirements of that debt, could
result in an event of default. We have experienced, and may continue to experience, defaults or events of
default with respect to our existing indebtedness, which has required us to either restructure the debt in a way
that is supported by the underlying asset values of the properties collateralizing the debt or to purchase or pay
off the debt at a discount. In situations where we are not able to restructure the debt or to purchase or pay off
the debt at a discount, we may have to transfer the underlying property to the lender. We can provide no
assurance that, with respect to any other indebtedness that we may be unable to repay, we will be able to
restructure that debt or to purchase or pay off that debt at a discount, which could result in lenders
accelerating that debt or foreclosing on the related property. If our debt is accelerated, the value of our assets
may not be sufficient to repay the debt in full. If we are unable to refinance or repay our debt as it comes due
and maintain sufficient cash flow, our business, financial condition and results of operations will be materially
and adversely affected. Furthermore, even if we are able to obtain extensions on our existing debt, those
extensions may include operational and financial covenants significantly more restrictive than the covenants on
existing indebtedness. Any extensions will also require us to pay certain fees to, and expenses of, our lenders.
Any fees and cash flow restrictions will affect our ability to fund our ongoing operations.

Recent disruptions in the financial markets and adverse economic conditions could adversely affect our
ability to secure debt financing on attractive terms and dispose of our properties and have affected the
value of our investments.

The commercial real estate debt markets have recently experienced volatility as a result of certain
factors, including the tightening of underwriting standards by lenders and credit rating agencies and the
significant inventory of unsold collateralized mortgage backed securities in the market. Credit spreads for
major sources of capital widened significantly as investors have demanded a higher risk premium. This
resulted in lenders increasing the cost for debt financing. An increase in the overall cost of borrowings, either
by increases in the index rates or by increases in lender spreads, may result in our investment operations
generating lower overall economic returns and a reduced level of cash flow. We expect this potential impact to
be more pronounced upon refinancing any fixed rate indebtedness. As a result of current economic conditions,
potential purchasers may be unable to obtain financing on acceptable terms. In addition, the recent dislocations
in the debt markets have reduced the amount of capital that is available to finance real estate, which, in turn:
(1) has led to a decline in real estate values generally; (2) slowed real estate transaction activity; (3) reduced
the loan to value upon which lenders are willing to extend debt; and (4) resulted in difficulty in refinancing
debt as it becomes due. If the current debt market environment persists, it may be difficult for us to refinance
our debt coming due. ‘

Further, the recent market volatility will likely make the valuation of our investment properties more
difficult. There may be significant uncertainty in the valuation, or in the stability of the value, of our
properties that could result in a substantial decrease in the value of our properties. As a result, we may not be
able to recover the carrying amount of our properties, and we may be required to recognize impairment
charges, which will reduce our reported earnings.

The pervasive and fundamental disruptions that the global financial markets have undergone have led to
extensive and unprecedented governmental intervention. Such intervention has, in certain cases, been
implemented on an “emergency’ basis, suddenly and substantially eliminating market participants’ ability to
continue to implement certain strategies or manage the risk of their outstanding positions. In addition, these
interventions have typically been unclear in scope and application, resulting in confusion and uncertainty,
which in itself has been materially detrimental to the efficient functioning of the markets, as well as
previously successful investment strategies. Legislators continue to propose new restrictions affecting
moratoriums on loan payments, limits on the ability of lenders to enforce loan provisions, including the
collection of interest at rates agreed upon in the loan documents and involuntary modifications of loan
agreements. It is impossible to predict what, if any, additional interim or permanent governmental restrictions
may be imposed or the effect of such restrictions on us and our results of operations. There is likely to be
increased regulation of the financial markets.
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If debt is unavailable at reasonable rates, we may not be able to refinance our properties.

When we place debt on properties, we run the risk of being unable to refinance the properties when the
loans come due, or of being unable to refinance on favorable terms. If interest rates are higher when the
properties are refinanced, we may not be able to finance the properties, and our income could be reduced. If
this occurs, it may prevent us from borrowing more money.

The aggregate amount we may borrow is limited under our Partnership Agreement which may hinder
our ability to secure additional funding when it is needed.

Our Partnership Agreement limits the aggregate amount we may borrow to the sum of (1) with respect to
loans insured, guaranteed or provided by the federal government or any state or local government or agency,
100% of the aggregate purchase price of all of our properties which have not been refinanced plus 100% of
the aggregate fair market value of all of our refinanced properties and (2) with respect to other loans, the sum
of 85% of the aggregate purchase price of all of our properties which have not been refinanced plus 85% of

- the aggregate fair market value of all of our refinanced properties. That limitation could have adverse business
consequences such as: (1) causing operational .problems if there are cash flow shortfalls for working capital
purposes; and (2) resulting in the loss of a property if, for example, financing is necessary to repay a default
on a mortgage.

Future financing could be impacted by negative capital market conditions.

Recently, the U.S. credit markets and the sub-prime residential mortgage market experienced severe
dislocations “and liquidity disruptions. Sub-prime mortgage loans have experienced increasing rates of
delinquency, foreclosure and loss. These and other related events have had a significant impact on the capital
. markets associated not only with sub-prime mortgage-backed  securities, asset-backed securities and
collateralized debt obligations, but also with the U.S. housing, credit and financial markets as a whole.
Consequently, there-is greater uncertainty regarding our ability to access: the credit market in order to attract
financing on reasonable terms. Our ability to borrow funds to. refinance current debt, including any financing
provided by our Sponsor, could be adversely affected by our inability to secure permanent financing on
.reasonable terms, if at all.

The distributions we have paid are not necessarily indicative of our current or future operatmg results
and there can be no assurance that we will be able to achieve expected cash ﬂows necessary to
contmue to pay distributions at any particular level.

There are many factors that can affect the availability and timing of distributions to limited partners.
Distributions will be based principally on cash available from our properties, real estate securities and other
investments. We expect to distribute net cash from operations and net proceeds from the sales of properties to
limited partners. However, our General Partners, in their discretion, may defer fees payable by us to the
General Partners, allowing for more cash to be available to us for distribution to our limited partners. In
addition, our General Partners may make supplemental payments to us or our limited partners, or otherwise
support our operations to the extent not prohibited under the NASAA Guidelines, which would permit
distributions to our limited partners in excess of net cash from operations. The amount of cash available for
distributions will be affected by many factors, such as our operating expense levels, as well as many other
variables. Actual cash available for distributions may. vary substantially from estimates. We declared monthly
distributions at an annualized rate of 3% through the second quarter of 2009. In light of cash needs required
to meet maturing debt obligations and our ongoing operating capital needs, our General Partners determined
that it was necessary to discontinue payment of monthly distributions beginning with the 2009 third quarter.
Distributions have not resumed through December 31, 2011, and we do not anticipate that payment of regular
distributions will- resume. Such distributions, or lack thereof, are not necessarily indicative of current or future
operating results, and we can’ give no-assurance that we will be able to resume regular distributions at the
prior rate or that distributions -will increase over time. Nor can we give any assurance . that rents or other
income' from our -investments will increase, that the investments we make will increase in value or provide
constant or increased. distributions over time, or that mortgage loans or our investments in securities will
increase our: cash available for distributions to limited partners. Our actual results may differ significantly from
the assumptions used by our General Partners in establishing distributions to limited partners.
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Many of the factors that can affect:the availability and timing of distributions to limited partners are
beyond our control, and a change in any one factor could adversely affect our ability to pay future special
distributions. Such factors may include:

e . If one or more tenants defaults or terminates: its lease, there could be a decrease or cessation of
rental payments, which would mean less cash available for special distributions.

*  Cash available for special distributions would be reduced if we are required to spend money to
correct defects or to make improvements to properties.

¢+ Cash available to make special distributions may decrease if the assets we acquire have lower yields
- than expected

o If we borrow funds from third parties, more of our cash on hand will be needed to make debt
payments, and cash available for special distributions may therefore decrease.

In addition, our General Partners, in their discretion, may retain any portion of our cash on hand
for working capital. We cannot assure limited partners that sufficient cash will be available to pay
distributions to them.

Gains and distributions upon resale of our properties are uncertain.

Although gains from the sales of properties typically represent a substantial portion of any profits
attributable to. a real estate investment, we cannot assure investors that we will realize any gains on the resales
of our properties. In addition, the amount of taxable gain allocated to investors: with respect to the sale of a
Partnership property could exceed the cash proceeds received from such sale.

Proeeeds from the sale of a property will be distributed to investors if the General Partners, in their sole
discretion, have determined that such. proceeds are not needed to fund:

+  working capital reserves;
e  capital improvements to our existing properties; or

~«  required principal and interest payments to our existing properties.

The provisions of the Texas Business Organizations Code epplicable to limited partnerships do
not grant limited partners any voting rights, and limited partners’ rights are limited under our
Partnership Agreement

A vote of a majority of the units of limited partnership interest is sufficient to take the followmg actions:
e to amend our Partnership Agreement;

e to dissolve and terminate the Partnership;

s to remove our General vParthers; and

- & to authorize a merger or a consolidation of the Partnership.

These are the only s1gn1ﬁcant votmg rights granted to our limited partners under our Partnershlp Agreement.
Therefore, limited partnetrs’ voting. rights in our operations are limited.

Our General Partners will make all decisions with respect to our management and determine all of our
major policies, including our financing, growth, investment strategies and distributions. Our General Partners
may revise these and other policies without a vote of the limited partners. Therefore, limited partners will be
relying -almost entirely on our General Partners for our management and the operation of:our business. Our
General Partners may only be removed under certain conditions, as set forth in our Partnership Agreement. If
our General Partners are.removed, they will receive payment equal to the fair market value of their interests
in us as agreed upon by our General Partners-and us, or by arbitration if we are unable to agree.
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Payment of fees to our General Parthers and their affiliates will reduce Eash available for distribution.

Our General Partners and their affiliates will perform services for:us in connéction with the management
and leasing of our properties and the administration of our other investments. They will be paid fees for these
services, which will reduce the amount of cash avajlab]e for distribution to limited partners.

The failure of any bank in which we deposzt our funds could reduce the amount of cash we. have
available to pay distributions and make additional investments. :

We have diversified our cash and cash equivalénts among several banking institutions in an attempt to
minimize exposure to any one of these entities. However, the Federal" Deposit’ Insurance Corporation, or
FDIC, generally ‘only insures limited amounts per depositor per insured bank. We have cash and’ cash
equivalents and restricted cash deposited in interest bearing transaction accounts at certain financial institutions
in excess of federally insured levels. If any of the banking institutions in which we have deposited funds
ultimately fails, we may lose the portion of our deposits that exceed the federally insured levels. The loss of
our deposits could reduce the amount of cash we have available to d1str1bute and could result in a decline in
the value of your investment. o a

‘ F inancing arrangements involving balloon payment obligations thay ké‘zdversely afffect our operqtions.b ,,

Our fixed-term financing arrangements generally require us to make ‘“balloon” payments at maturity.
During the interest only period, the amount of each scheduled payment is less than ‘that of traditional
amortizing loans. The principal balance of the loan will not be reduced (except in the case of prepayments)
because there are no scheduled monthly payments of principal durmg this period. Our ability to make a
balloon payment at maturity is uncertain and may depend upon our ability to obtain additional ﬁnancmg or
our ability to sell the property or other properties in our portfolio. At the time the balloon payment is due, we
may or may not be able to refinance the balloon payment on terms as favorable as the original loan or sell the
property at a price sufficient to make the balloon .payment. The effect of a refinancing or sale could affect the
rate of return to .unitholders and the projected time of disposition of .our assets. In addition, payments of
principal and interest made to service our debts may adversely affect our operatlons Any of these results
would have a significant, negatlve impact on your investment.

Increases in interest rates could increase the amount of our debt payments and adversely affect our
operating cash flow.

- We have borrowed money that bears interest at variable rates, and we are exposed to increases in costs in
a rising interest rate environment. Accordingly, increases in interest rates would increase our interest costs,
which could have a material adverse effect on our operating cash flow. In addition, if rising interest rates
cause us to need addmonal capital to repay indebtedness in accordance with its terms or otherwise, we may
be required to hquldate one or more of our 1nvestments in propertles at times which may not permit
realization of the max1mum return on such 1nvestments '

To hedge against interest rate fluctuations, we may use derivative ﬁnancml instruments that may be
costly and meﬁ'ectzve and may reduce the overall returns on your mvestment :

From nme to tlme, we may use derivative financial 1nstruments to hedge exposures to changes in interest
rates on loans secured by our assets. Derivative instruments may include interest rate swap contracts, interest
rate cap or floor contracts, futures or forward contracts, options or repurchase agreements. Our actual hedging
decisions will be determined in light of the facts and circumstances existing at the time of the hedge and may
dlffer from time to time. There is no assurance-that our hedging strategy w1ll achieve our objectives.

To the extent ‘that we use derivative financial instruments to hedge agalnst interest rate ﬂuctuatlons, we
are exposed to credit risk, basis risk and legal enforceability nsks In this context, credit risk is the failure of
the counterparty to perform under the terms of the derivative contract. If the fair value of a derivative contract
is positive, the counterparty owes us, which- creates credit risk for us. Basis risk>occurs when the index upon
which ‘the contract is based is more or less variable than the index upon:which the hedged asset or liability is
based, - thereby making the -hedge less effective.:.Finally, legal - enforceability risks encompass . general
contractual risks, including the risk that the counterparty will breach the terms of, or fail to perform its
obligations under, the derivative contract. We may be unable to manage these risks effectively.
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We may enter into derivative contracts that could expose us to contingent liabilities in the future.

-Our derivative financial instruments may require us to. fund cash payments upon the early termination of
a derivative agreéement caused by an event of default or other early termination event. The amount due would
be equal to the unrealized: loss of the open swap positions with the respective counterparty and could also
include other fees and charges. In addition, some of these derivative arrangements may require that we
maintain specified percentages of cash collateral with the counterparty to fund potential liabilities under the
~ derivative contract. We may have to make cash payments in order to maintain the required percentage of
collateral with the counterparty. These economic losses would be reflected in our results of operations, and our
ability to fund these obligations would depend on the liquidity of our respective assets and access to capital at
the time. QOur.due diligence may not reveal all of an entity’s liabilities and may not reveal other weaknesses in
the entity’s business.

Lenders may requzre us to enter into restnctzve covenants that may have an adverse effect on
our operatwns.

In connection with obtaining certain financing, a lender could impose restrictions on us that affect our
ability to incur additional debt and our operating policies. Loan documents we enter into may contain
customary negative covenants that may limit our ability to further leverage the property, to discontinue
insurance coverage, replace our General Partners or impose other limitations. Any such restriction or limitation
may have an adverse effect on our operations.

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

We are not registered, and do not 1ntend to register, as an investment company under the Investment
Company Act of 1940, as amended (‘“Investment Company Act”), based on exclusions that we believe are
available to us. If we were obligated to register as an investiment company, we would have to comply with a
variety of substantive requirements under the Investment Company Act imposing, among: other things:

* limitations on capital structure; '
*  restrictions on specified investments;’
¢  prohibitions on transactions with affiliates; and

e  compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations
that would significantly change our operations.

In order to be excluded from regulation under the Investment Company Act, we must engage primarily in
the business of acquiring and owning real estate assets or real estate-related assets. We rely on exemptions or
exclusions provided by the Investment Company Act for the direct ownership, or the functional equivalent
thereof, of certain qualifying real estate assets or by engaging in business through one or more
majority-owned subsidiaries, as well as other exemptions or exclusions. The position of the SEC staff
generally requires us to maintain at least 55% of our assets directly in qualifying real estate interests in order
for us to maintain our exemption. Mortgage-backed securities may or may not constitute qualifying real estate
assets, depending on the characteristics of the mortgage-backed securities, including the rights that we have
with respect to the underlying loans.

To: maintain compliance with the Investment Company Act exemption, we may be unable to sell assets
we would otherwise want to sell and may need to sell assets we would otherwise wish to retain. In addition,
we may have to acquire additional income or loss generating assets that we might not otherwise have acquired
or may have to forgo opportunities to ac(quire interests in entities that we would otherwise want to acquire and
would be 1mporcant to our- 1nvestment strategy.

The method we use to ‘classify our assets for purposes of -the Investment Company Act is based in large
measure upon no-action positions taken by the SEC staff in the past. These no-action positions were issued in
accordance with factual situations that may be substantially different from the factual situations we may face,
and a number of these no-action positions were issued more than ten years ago. No assurance can be given
that the SEC staff will concur with our classification of our assets. In addition, the SEC staff may, in the
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future, issue further guidance that may require us to re-classify our assets for purposes of qualifying for
exemption from regulation under the Investment Company Act. If we are required to re-classify our assets, we
may no longer be in.complianice with the exemption from the definition of an “1nvestment company”’
provided by Section 3(c)(5)(C) of the Investment Company-Act.

. Jf we are required to register as an investment company but fail to do so, we will be prohibited from
engaging in our business, and criminal and civil actions could be brought against us. In addition, our contracts
will be unenforceable unless a court requrred enforcement and a court could appornt a receiver to take control
of us and liquidate our business. -

A proposed change in U.S. accounting standards for leases could reduce the overall demand to lease
our properties. :

The existing accounting standards for leases require lessees to classify their leases as either capital or
operating leases. Under a capital lease, both the leased asset and the contractual lease obligation are recorded
on the tenant’s balance sheet if one of the following criteria are met; (i) the lease transfers ownership of the
property to the lessee by the end of the lease term; (ii) the lease contains a bargain purchase option; (iii) the
non-cancellable lease term is more than 75% of the useful life of the asset; or (iv) the present value of the
minimum lease payments equals 90% or more of the leased property’s fair value. If the terms of the lease do
not meet these criteria, the lease is- considered an operating lease, and no leased asset or contractual lease
obligation: is recorded by the lessee on its balance sheet.

In order to address concerns raised by the SEC regarding the transparency of contractual lease obligations
under the existing accounting standards for operating leases, the U.S. Financial Accounting Standards Board
(“FASB”) and the International Accounting Standards Board. (“IASB”) initiated a joint project.to develop
new guidelines for lease accounting. The FASB and IASB (collectively, the “Boards”) issued an Exposure
Draft on August 17, 2010 (the “Exposure Draft’’), which proposes substantial changes to the current lease
accounting standards if adopted in its current form, primarily by eliminating the concept of operating lease
accounting. As a result, a lease asset and obligation will be recorded on the tenant’s balance sheet for all lease
arrangements. In addition, the Exposure Draft, if adopted in its current form, would impact the method in
which contractual lease payments will be recorded. In order to mitigate the effect of the proposed lease
accounting, tenants may seek to negotiate certain terms of new lease arrangements or modify térms in existing
lease arrangements, such as shorter lease terms or fewer extension options, which would generally have less
impact on tenants’ balance sheets. Also, tenants may reassess their lease-versus-buy strategies. This could
result in a greater renewal risk, shorter lease terms, .a shift in the market away from leasing or making it more
difficult for us to ‘retain or obtain tenants, each of which may negatively 1mpact our operatlons and ability to
pay distributions. :

v After 1ssu1ng the Exposure Draft the Boards dehberated and made srgmﬁcant revisions- to certain
proposals in their Exposure Draft. The Boards plan to continue deliberations. The Boards have decided to
reconsider their proposed lease accounting. standard and plan to publish a revised Exposure Draft during the
first half of 2012. A final lease accounting standard. likely w1ll not be issued before the second half. of 2012.

Risks Related to Investments in Real Estate

Our operating results will be affected by economic and regulatory changes that may have an adverse
impact on the real estate market in general, and we cannot assure investors that we wrll be proﬁtable
or that we will realize growth in the value of our real estate properties.

Our operating results will be subject to risks generally 1nc1dent to the ownershlp of real estate, 1nc1ud1ng
. changes in general econonnc or local condrtlons o
‘9 changes in supply of or demand for similar or competmg propertles in an area;
'+ ability to collect rent from tenants; ‘
*  increasing vacancy rates or ablllty to rent space on favorable tenns

¢  changes in interest rates and avarlablhty of permanent mortgage funds that may render the sale of a
property difficult or unattractive;
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e the illiquidity of real estate investments generally;
e changes in tax, real estate, environmental and zoning laws; and

e periods of high interest rates and tight money supply.

The return on our real estate assets also may be affected by a continued or exacerbated general economic
slowdown experienced by the local economies where our properties are located, including:

«  poor economic conditions may result in defaults by tenants of our properties;
*  job transfers and layoffs may cause vacancies to increase; and

*  increasing concessions, reduced rental rates or capital improvements may be required to maintain or
limit a decline in occupancy levels.

For these and other reasons, we cannot assure investors that we will be profitable or that we will realize
growth in the value of our real estate properties.

We have acquired a large percentage of our properties in the Southwest United States, particularly in
the Dallas, Texas metropolitan area. As a result of this limited diversification of the geographic
locations of our properties, our operating results will be affected. by economic changes that have an
adverse impact on the real estate market in that area.

Many of the properties that we have acquired using the proceeds of the Offering are located in the
Southwest United States, more specifically, in the Dallas, Texas metropolitan area. Consequently, because of
the lack of geographic diversity among our current assets, our operating results and ability to pay distributions
are likely to be impacted by economic changes affecting the real estate market in the Dallas, Texas area. An
investment in our units will be sub_]ect to greater risk to the extent that we lack a geographically diversified
portfolio of properties.

We may be unable to secure funds for future tenant. improvements, which could adversely impact our
ability to pay special distributions to our limited partners.

When tenants do not renew their leases or otherwise vacate their space we may be required to expend
substantial funds for tenant improvements and tenant refurbishments to the vacated space in order to attract
replacement tenants. We generally maintain initial working capital reserves of 1% of the contract price of the
properties we own. If these reserves or any reserves otherwise established are insufficient to meet our cash
needs,, we may have to obtain financing from either affiliated or unaffiliated sources to fund our cash
requirements. We cannot assure investors that sufficient financing will be available or, if available, will be
available on economically feasible terms or on terms acceptable to us. Our Partnership Agreement imposes
certain limits on our ability to borrow money. Any borrowing will require us to pay interest expense, and
therefore our financial condition and our ability to pay special distributions to our limited partners may be
adversely affected.

We may be unable to sell a property if or when we decide to do so, which could adversely impact our
ability to pay special distributions to our limited partners.

The real estate market is affected, as set forth above, by many factors, such as general economic
conditions, availability of financing, interest rates and other factors, including supply and demand, that are
beyond our control. We ‘cannot predict whether we will be able to sell any property for the price or on the
terms set by us, or whether any price or other terms offered by a prospective purchaser would be acceptable
to us. We cannot predict the length of time needed to find a willing purchaser and to close the sale of a
property. If we are unable to sell a property when we determine to do so, it could have a significant adverse
effect on our cash.flow, results of .operations and our -ability to pay special distributions to our
limited partners.
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We may suffer adverse consequences due to the financial difficulties, bankruptcy or insolvency of
our tenants.

The current economic conditions have caused, and may continue to cause, our tenants to experience
financial difficulties, including bankruptcy, insolvency or a general downturn in their business. We cannot
assure you that any tenant that files for bankruptcy protection will continue to pay us rent. A bankruptcy filing
by or relating to one of our tenants or a lease guarantor would bar efforts by us to collect pre-bankruptcy
debts from that tenant or lease guarantor, or its property, unless we receive an order permitting us to do so
from the bankruptcy court. In addition, we cannot evict a tenant solely because of bankruptcy. The bankruptcy
of a tenant or lease guarantor:could delay our efforts to collect past due balances under the relevant leases,
and could ultimately preclude collection of these sums. If a lease is assumed by a tenant in bankruptcy, all
pre-bankruptcy balances due under the lease must be paid to us in full. If, however, a lease is rejected by a
tenant in bankruptcy, we would have only a general, unsecured .claim for damages: An unsecured claim would
only be paid to the extent that funds are available and only-in the same percentage as is paid to all other
holders of general, unsecured claims. Restrictions under the bankruptcy laws further limit the amount of any
other claims that we can make if a lease is rejected. As a result, it is likely that we would recover
substantially less than the full value of the remaining rent during the term.

Properties that have szgmﬁcant vacancies could be difficult to sell, which could diminish the return on
an investment. :

A property may incur vacancies either by the continued default of tenants under their leases or the
expiration of tenant leases. If vacancies continue for a long period of time, we may suffer reduced revenues
resulting in a reduction in the total return to our limited partners. In addition, the resale value of the property
could be diminished because the market value of a particular property will depend principally upon the value
of the leases of such’ property

We are dependent on tenants for our revenue, and lease termmatwns could reduce or prevent special
dtstnbutwns to our limited partners.

The success of our real property. investments, particularly properties occupied by a single tenant, is
materially dependent on the financial stability of our tenants. A default by a significant tenant on its lease
payments to us would cause us to lose the revenue associated with such lease and cause us to have to find an
alternative source of revenue to meet mortgage payments and prevent a foreclosure if the property is subject
to-a mortgage. In the event of a tenant default, we may experience delays in enforcing our rights- as landlord
and may incur substantial costs in protecting our investment and re-letting our property: If significant leases
are terminated, we cannot assure investors that we will be able to lease the property for the rent previously
received or sell the property without incurring a loss.

If we sell any of our properties in tenant-in-common transactions, those sales may be viewed as sales
of securities, and we would retain potential liability .after the sale under applicable securities laws.

We may sell properties in tenant-in-common transactions. If we do make such sales, they may be viewed
as sales of securities, and as a result, if the purchasers in the tenant-in-common transaction had post-closmg
claims, they could bring claims under applicable securities laws. Those claims could have a material adverse
effect upon our business and results of operations.

If we set aside insufficient working capital reservés, we may be required to defer necessary
property lmprovements. :

If we do not estlmate enough reserves for working capital to supply needed funds for capital
improvements throughout the life of the investment in a property, we may be required to defer necessary
improvements to the property that may cause the property to suffer. from a greater risk of obsolescence or a
decline in value, or a greater risk of decreased cash flow as a result of fewer potential tenants being attracted
to the property. If this happens, we may not be able to maintain projected rental rates for affected properties,
and our results of operations may be negatively impacted.
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" Uncertain market conditions and the broad discretion of our General Partners relating to the future
disposition of properties could adversely affect the return on an investment.

* We intend to hold the various real properties. in which we invest until such time as our General Partners
determine that a sale or other disposition appears to be advantageous to achieve our investment objectives: or
until it appears that such objectives will not be met. Our General Partners may exercise their discretion as to
whether and when to sell a property, and we will have no obligation to sell properties at any particular time,
except upon our termination on-December 31, 2017, or earlier if our General Partners determine to liquidate
us, or, if investors holding a majority of the units vote to liquidate us in response to a formal proxy. to
liquidate. We cannot predict  with any -certainty -the various market conditions affecting real estate
investments that will exist at any. particular time in the future. Due to the uncertainty of market conditions that
may affect the future disposition of our-properties, we cannot assure limited partners that we will be able to
sell our properties at a profit in: the future. Accordingly, the extent to which investors will receive special
distributions and realize potential appreciation on our real estate investments will be -dependent upon
fluctuating market conditions.

Uninsured losses relating to real property or excessively expensive premiums for insurance coverage
may adversely affect investors’ returns.

Our General Partners will attempt to ensure that all of our properties are adequately insured to cover
casualty losses. However, there are types of losses which are generally catastrophic in nature 4nd are related
to wars, acts of terrorism, earthquakes, floods, hurricanes, pollution or environmental matters which may be
uninsurable, not economically insurable or may be insurable subject to limitations, such as large deductibles or
co-payments. Insurance risks associated with potential terrorism acts could sharply increase the premiums we
pay for coverage against property and casualty claims. Additionally, mortgage lenders in some cases have
begun to insist that specific coverage against terrorism be purchased by commercial property owners as a
condition for providing mortgage loans. It is uncertain whether such insurance policies will be available, or
available at reasonable cost, which could inhibit our ability to finance or refinance our properties. In such
instances, we may be requn"ed to provide other financial support, either through financial assurances or
self-insurance, to cover potential losses. We cannot assure investors that we will have adequate coverage for
such losses. In the event that any of our properties-incur a casualty loss which is not fully covered by
insurance, .the value: of our assets will be reduced by any such: uninsured loss. In addition, other than the
working capital reserve. or other reserves we may establish, we have no source of funding to repair or
reconstruct any uninsured damaged property, and we cannot assure limited partners that any such sources of
funding will be available to us for such purposes in the future. Also, to the extent we must pay unexpectedly
large amounts for insurance, we could suffer reduced earnings that would -result in. less cash available for
distribution to limited partners. :

A concentration of our mvestments in any one property class may leave our proﬁtabzllty vulnerable to
a downturn in such sector,

At any one- time, a significant portlon of our investments could be in one property class As a result, we
will be subject to risks inherent in investments in a single type of property. The potential effects on our
revenues and corresponding cash available for distribution to our unitholders resulting from a downturn in the
busmesses conducted in a single asset class could be more pronounced than if we had more fully diversified
our investments.

The costs of compliance with environmental laws and other governmental laws and regulations may
adversely affect our income and the cash available for any distributions.

All real property and the operations conducted on real property are subject to federal, state and local laws
and regulations relating to environmental protection and human health and safety. These laws and regulations
generally govérn 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
may ithpose joint and several liability on tenants, owners or operators for the costs of investigation or
remediation of contaminated properties, regardless of fault or the legality of the:original disposal. In addition,
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the .presence of these substances, or the failure to. properly remediate these substances, may adversely affect
our. ability to sell or rent such property or to use the property as'collateral for future borrowing:

Some of these laws and regulations have been amended so as to require compliance with new or more
stringent standards as of future dates. Compliance with new or more stringent laws or regulations or stricter
interpretation of existing laws may require material expenditures by us. We cannot assure limited partners that
future laws, ordinances or regulations will not 1mpose any material environmental liability, or that the current
environmental condition of our properties will not be affected by the operations of the tenants, by the existing
condition of the land, by operations in the vicinity of the properties, such as the presence of underground
storage tanks, or by the activities of unrelated third parties. In addition, there are various local, state and
federal 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.

Discovery of previously undetected environmentally hazardous conditions may adversely affect our
operating results.

Under various federal, state and local environmental laws, ordinances and regulations, a current or
previous owner or operator of real property may be liable for the cost of removal or remediation of hazardous
or toxic substances on, under or in such property. The costs of removal or remediation could be substantial.
Such laws often impose liability whethér 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. Environmental laws provide for sanctions in the event of noncompliance and may be
enforced by governmental agencies or, in certain circumstances, by private parties. Certain environmental laws
and common law principles could be used to impose liability for release of and exposure to hazardous
substances, including asbestos-containing materials into the air, and third parties may seek recovery from
owners or operators of real properties for personal injury or property damage associated with exposure to
released hazardous substances. The cost of defending against claims of -liability, of compliance with
environmental regulatory- requirements, of remediating any contaminated property, or of paying personal injury
claims could materially adversely affect our business, assets or results of operanons and, consequently,
amounts avaﬂable for dlstnbutlon to limited partners. -

Our costs assocmted with complying with the Americans with Dzsabzltttes Act may aﬁect cash available
for distributions.

Our properties may be subject to the Americans with Disabilities Act of 1990, as amended (the
“Disabilities Act”). Under the Disabilities Act, all places of public accommodation are required to comply
with federal requirements related to access and use by disabled persons. The Disabilities Act has separate
compliance requirements for “public accommodations™ and “commercial facilities” that generally require that
buildings and services be made accessible and available to people with disabilities. The Disabilities Act’s
requirements could require removal of access barriers and could result in the imposition of injunctive relief,
monetary penalties or, in some cases, an award of damages. We will attempt to place the burden on the seller
or other third party, such as a tenant, to ensure compliance with the Disabilities Act. However, we cannot
assure investors that we have acquired properties or will be able to allocate responsibilities. in this manner. If
we cannot, our funds used for Disabilities Act compliance may affect cash available for distributions and the
amount of d1stnbut1ons, if any.

If we' sell propertzes by providing ﬁnancmg to purchasers, we will bear. the risk of default by
the purchaser.

If we decide to sell any of our propertles, we intend to lse our best eﬁorts to sell them for cash.
However, in some instances we may sell our properties by prov1d1ng financing to purchasers. When we
provide ﬁnancmg to purchasers we will bear the risk of default by the purchaser and will be subject to
remedies- prov1ded by law, which could negatively impact our distributions to limited partners. There are no
limitations. or restrictions on our -ability to take purchase money obligations. We may, therefore, take a
purchase ‘money obligation secured by a mortgage as part payment for the purchase price. The terms of
payment to us generally will be affected by custom in the area where the property being sold is located and
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the then-prevailing economic conditions. If we receive promissory notes or other property in lieu of cash:from
property sales, the ‘distribution ofthe proceeds of sales to our limited partners, or their réinvestment in other
properties, will be delayed until the promissory notes or other property are.actually paid, sold, refinanced or
otherwise disposed of. In some cases, Wwe may receive initial down payments.in cash and other property in the
year of sale in an amount less than the selling price and subsequent payments will. be spread over a number of
years. If any purchaser defaults under a financing. arrangement with us, it could negatively impact our ability
to pay distributions to limited partners.. :

‘We -may have to’ make szgnqﬁcant capital expendztures to maintain lodging facllmes

Hotels have an ongoing need for renovations and other caprta] improvements, mcludmg replacement of
furniture, fixtures and equipment. Generally, we will be responS1ble for the costs of these capital
improvements, which gives rise to-the following risks:- ' ‘

e cost overruns and delays

RS renovations can be dlsruptlve to operauons and can dlsplace revenue at the hotels including revenue
lost while rooms under renovation are out of service;

» " the cost of funding renovations and the possibility that financing for these renovations may not be
available on attractlve terms or at aIl and

» therisk that the return on. our 1nvestment in these capltal improvements will be less than expected.

If we have 1nsuﬂi01ent cash ﬂow from operatlons to fund needed capltal expendltures then we will need
to borrow money to fund future capxtal improvements.

We are dependent on third-party managérs of lodging facilitiés.

We depend on 1ndependent management compames to adequately operate our hotel. We may not have the
authority to require any hotel to be operated in a particular manner or to govern any partlcular aspect of the
daily operations of any hotel (for instance, setting room rates). Thus, even if we believe our hotel is being
operated inefficiently or in-a ‘manner-that does:not result in satisfactory occupancy rates, revenue per available
room and average daily rates, we may not be able to force the management company to change its method of
operatlon of our hotel. We can only seek remedies against a management company to the extent that it
violates the terms of the applicable management agreement and such remedies are provided for under - the
terms of the management agreement In the event that we need to replace any of our management companies,
we may be required by the terms of the management agreement to pay substantial termination fees and may
experience significant dlsruptlons at the affected hotels.

RlSkS Related to Conﬂlcts of Interest

We will be subject to conflicts of interest arising out of our relatlonsmps w1th our General Partners and
their affiliates, mcludmg the matenal conthcts discussed below.

Our General Partners and certain of their key personnel will face competing demands relalmg to their
time; and this may cause our investment returns to suffer.-

Our General Partners and certain of their key personnel and their respective affiliates are general partners
and sponsors’ of other real estate ‘programs having investment obJectlves and 1ega1 and ﬁnanc1a1 obligations
similar to ours and may have other busmess interests as well. Because these persons “have competing interests
on their time and resources they may have conﬂlcts of interest in allocating their time between our business
and these other actwmes Durmg times of intense activity in other programs and ventures, they may devote
less time and resources to our busmess than is necessary or appropriate. If this occurs, the returns on our
investments may suffer,
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Our General Partners will face conflicts of interest relating to joint. ventures, which could result in -a
disproportionate benefit to a Behringer Harvard program or third party other than us.

- 'We have entered into joint ventures with third parties having investment objectives similar to ours for the
acquisition, development or improvement of properties. We have also purchased and developed properties in
joint ventures or in partnerships, ‘co-tenancies or other co-ownership arrangements with the sellers of ‘the
properties, affiliates of the sellers, developers or ‘other persons. Such investments may involve risks not
otherwrse present With other methods of 1nvestment 1in real‘estate; 1nclud1ng, for example '

¢ the possrbrhty that our co-venturer, co- tenant or partner in an 1nvestment might become bankrupt;

" “the possibility that the investment requires additional capital that we and/or our partner do not have,
" -which lack of capital could affect the performance of the investment and/or d11ute our ‘interest if the
partner were to contribute our‘share of the capital; 4 :

*  that such co-venturer, co-tenant 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; .

. o that such co-venturer, co-tenant or partner may be in a position to take action contrary 10 our
instructions or requests or contrary to our policies or objectives;

* . the possibility that we. may incur 11ab111t1es as the result of the action taken by our co-venturer,
co-tenant or partner; or ;

" e that such partner may exercise buy/sell rights that force us to either acquire the entire investment, or
dispose of our share, at a time and price that may not be consistent with our investment objectives.

Actions. by such a co-venturer, co-tenant or partner might have the result of subjecting. the property to
liabilities in excess of those contemplated and may have the effect of reducing limited partners returns.

- Affiliates of our General Partners have sponsored, or are currently sponsoring, registered public offerings
on behalf of Behringer Harvard REIT I, Inc. (“Behringer Harvard REIT I”), Behringer Harvard Opportunity
REIT 1, Inc. (“Behringer Harvard Opportunity REIT I”), Behringer Harvard Opportunity REIT II, Inc.
(“Behnnger Harvard Opportumty REIT. II"), Behringer Harvard Multifamily REIT I, Inc. (“Behringer
Harvard Multlfamily REIT”) and Behringer Harvard Mid-Term Value Enhancement Fund I LP (“Behringer
Harvard Mid-Term Value Enhancement Fund”). Mr. Behringer’s affiliate, Behringer Harvard Advisors I LP (an
entity that is under common control with our general partner, Behringer Advisors IT), acts as managing trustee

of Behringer Harvard Mid-Term Value Enhancement Liquidating Trust (successor in interest to Behringer
Harvard Mid-Term Value Enhancement Fund), and Mr. Behringer serves as Chairman of the Board of
Behringer Harvard REIT I, Behringer Harvard Opportunity REIT I, Behringer Harvard Opportunity REIT II,
Behringer Harvard Multifamily REIT and Behringer Harvard Multifamily REIT II, Inc. Because our General
Partners or their affiliates have advisory and ‘management arrangements with other Behringer Harvard
programs, it is likely that they will encounter opportunities to acquire or sell properties to the benefit of one
of the Behringer Harvard programs, but not others. Our General Partners or their affiliates may make decisions
to buy or sell certain properties, , whlch decmons mlght .disproportionately benefit a Behringer Harvard
program other than us. : :

" If we enter into a joint venture with another Behringer Harvard program or joint venture, our General
Partners may have a conflict of interest when determining when and whether to sell a particular real estate
property, and limited partners may face certain additional risks. For example, if we enter into a joint venture
with a Behnnger Harvard real ‘estate investmént trust (“REIT”) that ‘subsequently becomes listed on a national
exchange, such REIT would automatically become a perpetual life.entity -at the time of listing and might not
continue to have similar.goals and objectives with respect to the resale of properties as it had prior to being
listed. In addition, if that Behringer Harvard REIT was not listed on a securities. .exchange by the time set
forth in its charter, its organizational documents might provide for an immediate liquidation:of its assets. In
the event of such liquidation,-any joint venture between us and that Behringer Harvard REIT might also be
required to sell its properties at-such time.even though we may not otherwise desire to do so. Although the
terms of any joint venture agreement between us and -another Behringer Harvard ‘program would grant us a
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right of first refusal to buy such properties, it is unlikely that we would have sufficient funds to exercise our
right of first refusal under these circumstances. : :

Since our General Partners and their affiliates control us. and either control or serve as.advisor to other
Behringer Harvard programs, agreements and transactions  between - the parties with- respect to any joint
venture between or among such parties will not have the benefit of arm’s length negotiation of the type
normally conducted between unrelated - co-venturers. Under these joint. venture arrangements, neither
co-venturer may have the power to control the venture, and under certain circumstances, an impasse ‘could be
reached regarding matters pertaining to the joint venture, which might have a negative influence on the joint
venture and decrease potential returns to limited partners. In the event that a co-venturer has a right of first
refusal to buy out the other co-venturer, it may be unable to finance such buy-out at that time. It may also be
difficult for us to sell our interest in any such joint venture or partnership or as a co-tenant in property. In
addition, to the extent that our co-venturer, paltner or co-tenant is an affiliate of our General Partners, certain
conflicts of interest will exist. :

The General Partners and certain of their affiliates face conflicts of interest caused by their
compensation arrangements with us, which could result in actions that are not in the long-term best
interests of our unitholders.

Our General Partners and certain of their affiliates, including our Property Manager, are entitled to
substantial fees from us under the terms of our advisory management agreement and property
management agreement. These fees were not negotiated at arm’s length and reduce the amount of cash
available for distributions.

These fees could influence our General Partners’ advice to us, as well as the judgment of their affiliates
performing services for us. Among other matters, these compensation arrangements could affect their judgment
with respect to:

e  continuing, renewing or enforcing our agreements with our General Partners and their affiliates,
including the advisory management agreement and the property management agreement;

property sales, which reduce the asset management and. property management fees payable to our
General Partners or their affiliates but also entitle them to real estate commissions;

. borrowings to refinance propemes, wluch increase the debt financing fees payable to our: General
Partners;

¢ determining - the compensation paid to employees for services provided to us, which could be
influenced in part by whether or not the General Partners are reimbursed by us for the related
- salaries and benefits;

*  whether-and when we-seek to sell our assets, which sale could entitle our General Partners to real
estate commissions.

The fees our General Partners receive in connection with transactions involving the management of an
asset are based on the cost of the investment, including the amount budgeted for the
development, construction, and improvement of each asset, and are not based on the quality of the investment
or the quality of the services rendered to us. This may influence our General Partners to recommend riskier
transactions to us.’ ‘

We may be restricted in our ability to replace our Property Manager under certain circumstances.

Under the terms of our property management agreement, we may terminate the agreement upon 30 days’
notice in the event of (and only in the event of) a showing of willful misconduct, gross negligence, or
deliberate malfeasance by our Property Manager in the performance of their duties. Our General Partners may
find the performance of our Property Manager to be unsatisfactory. However, such performance by the
Property Manager may not reach the level of “willful misconduct, gross negligence, or deliberate
malfeasance.” As a result, we may be unable to terminate the property management agreement at the desired
time, which may have an adverse effect on the management and profitability of our properties.
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~Our General Partners and. certain of their key_ personnel face conflicts of interest related to
the positions they hold with affiliated entities, which could diminish the value of the services they
provuie to us.

.- -Mr. Behringer and certain of the key personnel of Behringer Advisors II are also oiﬁcers of our Property
Manager, our dealer manager and other affiliated entities. As. a result, these individuals owe fiduciary duties to
these -other entities, -which -may conflict with the fiduciary duties that they owe to us and our investors.
Conflicts with our business and- interests are most likely to arise:from involvement in activities related to
(1) allocation. of management time and services between us and the other entities, (2) the timing and terms of
the sale of an asset, (3) development of our properties by affiliates, (4) investments with affiliates of our
General Partners, (5) compensation to our General Partners, and (6) our relationship with our dealer manager
and Property Manager

Because we rely on ajﬁlmtes of Behrmger Holdmgs for the provision of property management, if
Behringer Holdings is unable to meet its obligations, we may be required to find alternative providers
_ of these services, which could result in a significant and costly disruption of our business.

Behringer Holdings, through one or more of its subsidiaries, owns and controls our Property Manager.
The operations of our Property. Manager rely substantially on Behringer Holdings. In light of the common
ownershlp of this entity and its-reliance on Behringer Holdings, we. consider the financial condition of
Behringer Holdings when assessing the financial condition of our Property Manager. In the event that
Behringer Holdings would be unable to meet its obhgauons as they become due, we might be required to find
alternative service providers, which could result in a significant and costly disruption of our business.

There is no separate counsel for us and our ajﬁhates, which could result in conflicts of interest.

DLA Prper LLP (US) acts as legal counsel to us, and is also expected to represent our General Partners
and some of their affiliates from time to time. There is a possibility in the future that the interests of the
various parties may become adverse and, under the Code of Professional Responsibility of the legal
profession, DLA Piper LLP (US) may be precluded from representing any one or all of such parties. If any
situation arises in which our interests appear to be in conflict with those of our General Partners or their
affiliates, -additional counsel may be retained by one or more of the parties to assure that their interests are
adequately protected. Moreover, should such a conflict not be readily apparent, or otherwise not recognized,
DLA ‘Piper LLP (US) may inadvertently act in derogation of the interest of the parties which could aﬁect us
and, therefore our hmlted partners ability to meet our investment obJectrves

Federal Income Tax Risks

The Internal Revenue Service may challenge our ch_aracteﬁzation of material tax aspects of an
investment in our units of limited partnership interest.

An investment in units involves material income tax risks. Limited partners are urged to consult with
their own tax advisor with respect to the federal, state and foreign tax considerations of an investment in our
units. We will not seek any ‘fulings from the Internal ‘Revenue Service regardrng any of the tax issues
discussed herein. Further, although we have obtained an opinion from our counsel, DLA Piper LLP (US),
regarding the material federal income tax issues relating to an investment in our units, investors should. be
aware that the opinion represents only our counsel’s best legal judgment,. based upon representations -and
assumptions referred to therein and conditioned upon the- existence of certain facts. Our counsel’s tax opinion
has no binding effect on the Internal Revenue.Service or any court. Accordingly, we cannot assure investors
that the conclusions reached i in the tax opinion, if contested would be sustained by any court. In addition, our
counsel is unable to. form an opinion as to the probable outcome of the contest of certain material tax aspects,
including: whether we will be characterized as a “dealer” so that sales of our assets would give rise to
ordinary income rather than capital gain, and whether we are required to qualify as a.tax shelter under the.
Internal Revenue. Code. Our counsel also gives no. opinion as to.the tax considerations to investors of tax
issues that have an impact at the individual or partner level. Accordingly, investors are urged to consult with
and rely upon. their own tax advisors .with respect to tax issues that have an 1mpact at the partner or
individual level. :
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Investors may realize taxable income without cash distributions, and may have to use funds from other
sources to pay their tax liabilities.

As a limited partner, investors will be required to report their allocable share of our taxable income on
their personal income tax return regardless of whether they have received any cash distributions from us. It is
possible that limited partnership units will be allocated taxable income in excess of their cash distributions.
We cannot assure investors that cash flow will be available for distribution in any year. As a result, investors
may have to use funds from other sources to pay their tax liability.

We could be characterized as a publtcly traded partnership, which would have an adverse tax effect
on investors.

If the Internal Revenue Service were to classify us as a publicly traded partnership, we could be taxable
as a corporation, and distributions made to investors could be treated as portfolio income rather than passive
income. Our counsel has given its opinion that we will not be classified as a publicly traded partnership,
which is defined generally as a partnership whose interests are publicly traded or frequently transferred.
However, this opinion is based only upon certain representations of our General Partners and the provisions in
our Partnership Agreement that attempt to comply with certain safe harbor standards adopted by the Internal
Revenue Service. We cannot assure investors that the Internal Revenue Service will not challenge this
conclusion or that we will not, at some time in the future, be treated as a publicly traded partnership due to
the following factors:

e the complex nature of the Internal Revenue Service safe harbors;
* the lack of interpretive guidance with respect to such provisions; and

* the fact that any determination in this regard will necessarily be based upon facts that have not
yet occurred.

The deductibility of losses will be subject to passive loss limitations, and therefore their deductibility
will be limited.

Limited partnership units will be allocated their pro rata share of our tax losses. Section 469 of the
Internal Revenue Code limits the allowance of deductions for losses attributable to passive activities, which
are defined generally as activities in which the taxpayer does not.materially participate. Any tax losses
allocated to investors will be characterized as passive losses, and accordingly, the deductibility of such losses
will be subject to these limitations. Losses from passive activities are generally deductible only to the extent
of a taxpayer’s income or gains from passive activities and will not be allowed as an offset against other
income, including salary or other compensation for personal services, active business income or “portfolio
income,” which includes non-business income derived from dividends, interest, royalties, annuities and gains
from the sale of property held for investment. Accordingly, investors may receive no current benefit from their
share of tax losses unless they are currently being allocated passive income from other sources.

The Internal Revenue Service may challenge our allocations of profit and loss, and any reallocation of
items of income, gain, deduction and credit could reduce anticipated tax benefits.

“Counsel has given its opinion that it is more likely than not that Partnership items of income, gain, loss,
deduction and credit will be allocated among our General Partners and our limited partners substantially in
accordance with the allocation provisions of the Partnership Agreement. Wé cannot assure investors, however,
that the Internal Revenue Service will not successfully challenge the allocations in the Partnership Agreement
and reallocate items of income, gain, loss, deduction and credit in a manner that reduces anticipated tax
benefits. The tax rules applicable to allocation of items of taxable income and loss are complex. The ultimate
determination of whether - allocations adopted by us will be respected by the Internal Revenue Service will
depend upon facts which will occur in the future and which cannot be predicted with. certainty or completely
controlled by us. If the allocations we use are not recognized, limited partners could be required to report
greater taxable income or less taxable loss with respect to an investment in us and, as a result, pay more tax
and associated interest and penalties. Our limited partners might also be required to incur the costs of
amending their individual returns.
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We may be characterized as a dealer, and if so, any gain recognized upon a sale of real property
would be taxable to investors as ordinary mcome .

If we are deemed for tax purposes to be a dealer, defined as one who holds property primarily for sale to
customers in the ‘ordinary course of business, with respect to one or more of. our properties, any gain
recognized upon a sale of such real property will be taxable to investors as ordinary income and will also
constitute UBTI to investors who are tax-exempt entities. The resolution of our status in this regard is
dependent upon facts that will not be known until the time a property is sold or held for sale. Under existing
law, whether property is held primarily for sale to customers in the ordinary course of business must be
determined from all the facts and circumstances surrounding the particular property at the time of disposition.
These include the number, frequency, regularity and nature of dispositions of real estate by the holder and
activities of the holder of the property in selhng the property or preparing the property for sale. Accordingly,
out' counsel is unable to render an opinion as to whether we will be cons1dered to hold any or all of our
properties primarily for sale to customers in the, ordinary course of business.

We may be audited by the Internal Revenue Service, which could result in the imposition of additional
:tax, interest and penalties. ‘

~ Our federal 1ncome tax returns may be audited by the Internal Revenue Service. Any audit of us could
result i in an audit of an investor’s tax return that may require adjustments of items unrelated to an investment
in us, in addition to adjustments to various Partnership items. In the event of any such adjustments, an
investor might incur attorneys’ fees, court costs and other expenses contesting deficiencies asserted by the
Internal Revenue Service. TInvestors may also be liable for interest on any underpayment and penalties from
the date their tax was originally due. The tax treatment of all Partnership items will generally be determined
at the partnershlp level in a single proceedmg rather than in separate proceedings with each partner, and our
General Partners are pnmanly responsible for contesting federal income tax adjustments proposed by the
Internal Revenue Service. In this connection, our General Partners may extend the statute of limitations as to
all partners and, in certain circumstances, may bind the partners to a settlement with the Internal Revenue
Service. Further, our General Partners may cause us to elect to be treated as an electing large partnership. If
they do, we could take advantage of simplified flow-through reporting of Partnership items. Adjustments to
Partnership items would continue to be determined at the partnership level, however, and any such
adjustments would be accounted for in the year they take effect, rather than in the year to which such
adjustments relate. Our General Partners will have the discretion in such circumstances either to pass along
any such adjustments to the partners or to bear such adjustments at the partnershlp level.

State and local taxes and a reqmrement to wzthhold state taxes may apply, and if so, the amount of net
cash from operatzons payable to mvestors would be reduced.

The state in which an investor re31des may impose an income tax upon its share of our taxable income.
Further, states in which we will own our properties may impose income taxes upon its share of our taxable
income allocable to any Pa11nersh1p property located in that state. Many states have also implemented or are
implementing programs to require partnerships to withhold and pay state income taxes owed by non-resident
partners relating to income-producing properties located in their states, and we may be required to withhold
state taxes from cash distributions otherwise payable. Investors may: also be required to file income tax returns
in some states and report their share of income attributable to ownership and operation by the Partnership of
properties in those states. Moreover, despite our pass-through treatment for U.S. federal income tax purposes,
certain states may impose income or franchise taxes upon our income and not treat us as a pass-through
entity. The imposition of such taxes will reduce the amounts distributable to our limited partners. In the event
we are required to withhold state taxes from cash distributions, the amount of the net cash from operations
otherwise payable would be reduced. In addition, such collection and filing requirements at the state level may
result in increases in our administrative expenses that would have the effect of reducing cash available for
distribution. Investors are urged to consult with their own tax advisors with respect to the impact of applicable
state and local taxes and state tax withholding requirements on an investment in our units.
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Legislative or regulatory action could adversely affect investors.

Changes to the tax laws are likely to occur, and these changes may adversely affect the taxation of a
limited partner. Any such changes could have an adverse effect on an investment in our units or on the market
value or the resale potential of our properties. Investors are urged to consult. with their own tax advisor with
respect to the status of legislative, regulatory or administrative developments and proposals and their potential
effect on an investment in our units. Investors should:also note that our counsel’s tax opinion assumes that no
legislation that will be applicable to an investment in. our units will be enacted after the: commencement of the
Offering on February 19, 2003. . - ; »

Congress has passed major federal tax leg1slat10n regardmg taxes apphcable to re01p1ents of dividends.
One of the changes reduced the tax rate to certain recipients of dividends paid by corporatlons to 1nd1v1dua1s
to a maximum of 15% through 2012, The tax changes did not, however, reduce the corporate tax rates.
Therefore, the maximum corporate tax rate of 35% has not been affected Even with the reduction of the rate
on dividends received by the individuals, the combined maximum corporate federal tax rate and individual tax
rate on qualified corporate dividends is 44.75% and, with the effect of state income taxes, can exceed 50%.

Although partnerships continue to receive substantially better tax treatment than entities taked as
corporations, it is possible that future legislation would make a limited partnership structure a less
advantageous organizational form for investment in real estate, or that it could become more advantageous for
a limited partnership to elect to be taxed for federal income tax purposes as a corporation or a REIT. Pursuant
to our Partnership Agreement our General Partnérs have the authority to make any tax elections on our behalf
that, in their sole judgment, are in our best interests. Th1s authority includes the ab111ty to elect to cause us to
be taxed as a corporation or to qualify as a REIT for federal income tax purposes. Our General Partners have
the authority under our Partnership Agreement to make those elections without the necessity of obtaining the
approval of our limited partners. In addition, our General Partners have the authority to amend our Partnership
Agreement w1thout the consent of limited partners in order to facilitate our operations so as to be able to
qualify us as a REIT, corporation or other tax status that they elect for us. Our General Partners have fiduciary
duties to us and to all investors and would only cause such changes in our orgamzanonal structure or tax
treatmerit if they detemnne in good faith that such changes are in the best interests of our investors.

There are special considerations that apply to pension or profit sharing trusts or IRAs investing m
our units.

If investors are investing the assets of a pension, profit sharing, 401(k), Keogh or other qualified
retirement plan or the assets of an IRA in our units of limited partnershlp interest, they should be satisfied
that, among othet things: '

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

+  their investment is made in accordance with the documents and 1nstruments governing their plan or
IRA, mcludmg their plan’s investment pohcy,

e their investment satisfies the prudence and diversification requirements of ERISA
e their mvestment will not impair the liquidity of the plan or IRA;
. they will be able to value the assets of the plan annually in accordance w1th ERISA requlrements

» their investment will not constitute a prohibited transaction under Section 406 of ERISA or
Section 4975 of the Internal Revenue Code;

« 'their investment will liker produce UBTI for the plan or IRA and, therefore, is not likely to be an
appropriate investment for an IRA. (Due to our intended method of operatton, it is likely that we
will generate UBTL)
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We may dissolve the Partnership if our assets are deemed to be “plan assets” or if we engage in
prohibited transactions.

If our assets were deemed to be assets of qualified plans investing as limited partners, known as “plan
assets,” our General Partners would be considered to be plan fiduciaries and certain contemplated transactions
between our General Partners or their affiliates and us may be deemed to be prohibited transactions subject to
excise taxation under Section 4975 of the Internal Revenue Code. Additionally, if our assets. were deemed to
be- plan assets, ERISA’s fiduciary standards would extend to the General Partners as plan fiduciaries with
respect to our investments. We have not requested an opinion of our counsel regarding whether or not our
assets would constitute plan assets under ERISA, nor have we sought any rulings from the U.S. Department
of Labor (“Department of Labor’) regarding classification of our assets.

Department of Labor regulations defining plan assets for purposes of ERISA contain exemptions that, if
satisfied, would preclude assets of a limited partnership such as ours from being treated as plan assets. We
cannot assure investors that our Partnership Agreement and the Offering have been structured so that the
exemptions in such regulations- would apply to us, and although our General Partners intend that an
investment by a qualified plan in units will not be deemed an investment in our assets, we can make no
representations or warranties of any kind regarding the consequences of an investment in our units by
qualified plans in this regard. Plan fiduciaries are urged to consult with and rely upon their own advisors with
respect to this and other ERISA issues which, if decided adversely to us, could result in prohibited
transactions, which would cause the imposition of excise taxation and the imposition of co-fiduciary liability
under Section 405 of ERISA in the event actions undertaken by us are deemed to be non-prudent investments
or prohibited transactions.

In the event our assets are deemed to constitute plan assets, or if certain transactions undertaken by us
are deemed to constitute prohibited transactions under ERISA or the Internal Revenue Code and no exemption
for such transactions applies or is “obtainable by us, our General Partners: have the nght but not the obligation,
upon notice to all limited partners, but without the consent of any limited partner to: -

*  compel a termination and dissolution of the Partnership; or

restructure our activities to the extent necessary to comply with any exemption in the Department of
Labor regulations or any prohibited transaction exemption granted by the Department of Labor or
any condition that the Department of Labor might impose as a condition.to granting a proh1b1ted
transaction exemption.

Adverse tax considerations may result because of minimum distribution requirements.

If an investor purchased units through an IRA, or if an investor is a trustee of an IRA or other fiduciary
of a retirement plan that invested in units, the investor must consider the limited liquidity of an investment in
our units as it relates to applicable minimum distribution requirements under the Internal Revenue Code. If
units are held and our properties have not yet been sold at such time as mandatory distributions are required
to begin to an IRA beneficiary or qualified plan participant, Sections 408(2)(6) and 401(a)(9) of the Internal
Revenue Code will likely require that a distribution-in-kind of the units be made to the IRA beneficiary or
qualified plan participant. Any such distribution-in-kind of units must be included in the taxable income of the
IRA beneficiary -or qualified plan participant for the year in which the units are received at the fair market
value of the units without any corresponding. cash distributions with which to pay the income tax liability
attributable - to any such distribution: Also, fiduciaries of a retirement plan should consider that, for
distributions subject to mandatory income tax withholding under Section 3405 of the Internal Revenue Code,
the fiduciary may have an obligation, even in situations involving in-kind distributions of units, to liquidate a
portion of the in-kind units distributed in order to satisfy such withholding obligations. There may also be
similar state and/or local tax withholding or other obligations that should be considered.
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UBTI is likely to be-generated with respect to tax-exempt investors.

We intend to incur indebtedness. This will cause a portion of our income allocable to tax-exempt
investors to be recharacterized as UBTIL. Further, in the event we are deemed to be a “dealer” in real
property, defined as one who holds real estate primarily for sale to customers in the ordinary course of
business, the gain ‘realized on the sale of our properties that is allocable to tax-exempt investors would be
characterized as UBTL If we generate ‘UBT], a trustee of a charitable remainder trust that has invested in us
will lose its exemption from income taxation with respect to all of its income for the tax year in question. A
tax-exempt limited partner other than''a charitable remainder trust that has UBTI in any tax year from all
sources of more than $1,000 W111 be subject to taxation on such 1ncome and be required to file tax returns
reporting such income.

Item 1B. Unresolved Staff Comm.ent‘s.:

None.

Item 2. Properties.

As of December 31, 2011,:we: owned interests in a datacenter, an oﬂice building, a hotel redevelopment
with an adjoining :condominium development and a condominium project. In the aggregate, the data center
and office property represent-approximately 665,000 rentable square feet. The following table presents certain
additional information about oug properties as of December 31, 2011: :

- Approx.
Rentable :
Date Square Approximate Ownership
Property Name Location Acquired Footage Description % Leased Interest
1221 Coit Road Dalllas,‘ Texas 10/04/04 125,030 two-story data center 100% 90%
Hotel Palomar and “ o }
Residences . .. Dallas, Texas 11/08/04 475,000 redevelopment property n/a 70%
250/290 John S '
Carpenter e : : .
Freeway”. ...  Irving, Texas  04/04/05 539,000  three-building office complex 18% 100%

Cassidy Ridge .. Telluride, Colorado 05/15/06 'condominiums development property n/a - 100%

(1) We cdrrently have-.-entered tnto e., eontractf to sell the property.
The following information‘generally applies to all of our properties:

* we believe all of our properties are adequately covered by insurance and suitable for thelr intended
purposes;

* we have no plans for any matenal renovations, 1mprovements or development of our properties,
except in accordance with planned budgets,

* our properties a.re located in markets Where we are subject to competition in attracting new tenants
and retamlng current tenants; and

. deprecmtlon is provided on a straight-line basis over the estlmated useful 11ves of the buildings.

£4

Dlsposmons

On June 30, 2011, we sold Landmark I & II to an unaffiliated party for a contract sales price of
$16.2 million. The sales contract provides for a retained back-end promoted interest in distributable cash
related to the buildings, meaning that 'we would share in the profits and cash flows of these properties once a
certain threshold is met. Proceeds from the sale were used to fully satisfy the existing indebtedness associated
with the properties, resulting in & gain on troubled debt restructuring of approximately $4.9 million which is
included in discontinued operations in.our consolidated statement of operations. Prior to the transaction, the
loan had an outstanding balance:of approximately $21 million and a scheduled maturity date: of July 2011.

On July 5, 2011, pursuant to a foreclosure, we transferred ownership of Plaza Skillman to the associated
lender. As a result, we recognized a gain on troubled debt restructuring of approximately $3.1 million, which
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is included in discontinued operations in our consolidated statement of operations for the year ended
December 31, 2011. Prior to the transaction, the loan had an outstandmg balance of approxrmately
$9.4 million and matured on April 11, 2011.

. On December 6, 2011 we agreed to transfer ownership of Melissa Land pursuant to a plan of
foreclosure to the associated.-lender as full satisfaction of the existing indebtedness. The outstanding principal
balance under the loan agreement at the time of foreclosure was $1.5 million.

On December 16, 2011 we sold 5050 Quorum and Bretton Woods to unafﬁhated thlrd parties for contract
sales prices of $6.8 million and $2.3 mrlhon respectively. Proceeds from the sales were used to fully satisfy
the existing indebtedness associated with the properties. The sale contract for 5050 Quorum provides that-we
retain a promoted interest in distributable cash related to the building, meaning that we would share in the
profit ‘and cash flow once ‘a certain threshold is met. We recognized a gain on troubled debt restructuring of
$4.8 million related the sale of 5050 Quorum which is included in discontinued operations in our consolidated
statement of operations. Prior fo the transaction the loan assocrated with 5050 Quorum had an outstandrng
balance of $10 million and matured on January 23 2011

Item 3. Legal Proceedings.

We are not a. party to, and none of our propertres are sub]ect to, any material pendrng legal proceedmgs

Item 4. Mine Safety Disclosures.

None.
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PART il

Item S5, Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

There is not an established trading market for our limited partnership units, and we do not expect that
one will develop. This illiquidity creates a risk that a limited partner may not be-able- to sell its units at a time
or price acceptable to the limited partner. Our Partnership Agreement requires that our General Partrers
annually provide our limited partners with an estimate of the amount a holder of limited partnership units
would receive if our properties were sold at their fair market values as of the close of the fiscal year, and the
proceeds from the sale of the properties (without reduction for sellmg expenses), together with other funds of
the Partnershlp, were distributed in a liquidation.

,vOn December 29, 2011 Behringer Advisors II, our co-general partner, adopted a new estimated value per
limited partnership unit of $0.40 per unit. As part of the valuation process, and as required by the Partnership
Agreement, the General Partner obtained the opinion of Stanger, an independent third party, that the estimated
valuation was reasonable and was prepared in accordance with appropriate methods for valuing real estate.
Stanger, founded in 1978, is a nationally recognized investment banking firm specializing in real estate, REITs
and direct participation programs such as ours. :

Stanger’s opinion was expressed from a financial point of view and was subject to various limitations.
Stanger relied on information provided by the General Partner without independent verification and did not
perform appraisals, did not inspect the properties or review engineering or structural studies, environmental
studies, and did not make independent local market inquiries. Stanger relied on information from the General
Partner regarding lease terms and the physical condition and capital expenditure requlrements of
each property.

Process and Methodology

Our objective in determining an estimated value per unit is to arrive at a value that is reasonable using
what the General Partner deems to be appropriate valuation methodologies and assumptions under then current
circumstances in accordance with the valuation methodology required by our limited partnership agreement. In
arriving at the estimated value per limited partnership unit, the General Partner utilized valuation
methodologies that it believes are standard and acceptable in the real estate industry for the types of assets
held by us. The following is a summary of the valuation methodologies used by the General Partner.

- Investments in Real Estate: As an opportunity style fund with varying asset types, the General Partner
estimated the value of our investments in real estate by using a variety of methods for purposes of calculating
the estimated value per unit. In calculating values for all of our real estate assets, the General Partner assumed
that such assets were sold as of January 1, 2012. The new estimated per-unit value reflects the current
challenging economic climate that continues to impact the real estate and capital markets, and opportunistic
investing in particular. An opportunity-style fund like ours generally acquires assets with the intention of
spending capital to enhance and reposition or develop these assets for appreciation. However, the difficult
economic and capital market conditions of recent years have severely impacted valuations in a broad range of
real estate classes, including those in which we are invested. The markets for commercial real estate fluctuate,
and values are expected to continually change in the future

For each improved operating property within our portfolio, the General Partner estimated the value of our
investments using a discounted cash flow analysis, a broker’s opinion of value or, for those properties under
contracts or letters of intent for sale, the contracted sales price. In estimating the value of development assets,
the General Partner reviewed estimated periods to sell such assets or residential units in those developments,
reviewed comparable sales in the markets in which the properties are located, and then used an applicable
discount rate. In estimating the value of raw land, the General Partner reviewed sales information from
comparable projects in the respective submarkets.

The General Partner calculated the estimated value of our investments in real estate using internally
prepared cash flow estimates, employing a range of términal capitalization rates and discount rates within
historical average ranges the General Partner believes would be used by similar investors to value the

32



properties we own. The cash flow estimates, capitalization rates and discount rates were developed for each
property by the General Partner’s asset management team based on their 1ndustry knowledge and experuse in
managing commercial real estate.

. Other Assets and Liabilities: The carrying value cf a majority of our other assets and' liabilities are
considered to be equal to fair value due to their short maturities. Our valuation also includes the carrying
value of our current assets and 11ab111t1es ona consohdated basis.

The estimated value per unit of our limited partnership units does not reﬂect a l1qu1d1ty d1scount for the
fact -that our units are not currently traded on a mational securities exchange, a discount for the
non-assumability or prepayment obligations associated with certain of our debt, or a discount for our corporate
level overhead and other costs that may be incurred, including any costs of any sale of our assets. Others
using different assumptions and estimates could derive a different estimated value per unit, and these
differences could be 51gn1ﬁcant The markets for real estate can fluctuate and values are expected to change in
the future.

Allocation of Estimated Value

The estimated value per limited partnership unit was allocated amongst our asset types as follows:

Real estate assets ............ S R D V. $ 11.490
Debt.......... e e R $(11.28)
Other ©..'ivuneenennin AP PR PP - $ 019
Estimated net asset value per unit . . . .. ... Y © % 040

(1) The following are the key assumptions (shown on a weighted average basis) that were used in the
discounted cash flow models to estimate the value of our real estate assets:

Exit capitalization rate . . .. . ... ... . e e 8.59%
Discount rate ... ... .... I N A 10.64%
Annual market rent growthrate .............. ... .. ... ... R B 3.00%
Annual holding period . . ... ... ... ... e 6.9 years

While we believe that our assumptions are reasonable, a change in these assumptions would impact the
calculation of value of our real estate assets. For example, assuming all -other factors remain unchanged, an
increase of 25 basis points in the weighted average terminal capitalization rate for properties valued using a
discounted cash flow analysis would yield a decrease in the value of our real estate assets of 2.2%, while a
decrease in the weighted average terminal capitalization rate of 25 basis points would yield an increase.in the
value of our real estate assets of 2.4%.

Ltmttatwns of Estzmated Value Per Unit

" As with any valuation methodology,- the General Partner’s ‘methodology is based upon. a number of
estimates and assumptions that may prove later to be inaccurate or incomplete. Further, different parties with
different assumptions and estimates could derive a different estimated value per unit. The estimated per share
limited partnership unit determined by the General Partner neither represents the fair value according to
generally accepted accounting prmc1ples in the United States (“GAAP”) of our assets less liabilities, nor does
it represent the amount our units would trade at on a national securities exchange or the amount a unit holder
would obtain if he tried to sell his "units or if we 11qu1dated our assets Accord1ngly, with respect to the
estimated value per unit, the Fund can give no assurance that:

o a unit holder would be able to resell his or her units at this estimated value;

*  a unit holder would ultimately realize distributions per unit equal to our estimated value per unit
upon liquidation of our assets and settlement of its liabilities or a sale of us;

*  our units would trade at the estimated value per unit on a national securities exchange; or

* the methodology used to estimate our value per unit would be acceptable to FINRA .or under ERISA
for compliance with their respective reporting requirements.
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Further, the. estimated value per unit has been determined as of a particular point in time. The. value of
our units will fluctuate over time in response to developments related to individual assets in the portfolio and
the management of those assets and in response to the real estate and finance markets. As contemplated by
our limited partnership agreement, the General Partner intends to update its estimated value per unit annually
but does not intend to make any attempt to establish any estimated valuations of our units in the interim.
There is no assurance as to the extent to which the current estimated valuation should be relied upon for any
purpose after its effective date regardless that it may be published on any statement issued by us or otherwise.

As we continue our disposition phase and assets are sold, the number of assets available to create cash
flow declines. As a result, our General Partners continue to preserve capital, sustain and enhance property
values, reduce operating expenses where possible, and accelerate the pace of the dispositions of our
remalmng propertles

In the meanume, we are diligently working to renew current leases or secure new leases with quality
tenants to increase net operating income and the ultimate value of our remaining assets and to execute on
other value creation strategies. :

Generally, our business plan is to sell our assets once we believe that the economy has improved, and we
have the opportunity to realize additional value. As a result of our current liquidity needs, we may have to sell
a property under terms that are less advantageous than we could achieve with a longer holding period. Our
General Partners intend to use all reasonable efforts to realize value for our limited partners when commercial
real estate prices have normalized. Therefore, as we have previously disclosed, we will not be liquidated in
our original estimated time frame, but rather in a time frame that our General Partners believe will provide
more value to our limited partners.

Unit Redemption Program

The General Partners terminated our unit redemption program on December 31, 2006 and currently have
no intention of re-instituting the program.

Holders

: As of March 19, 2012, we had 10,803,839 limited partnership units outstanding that were held by a total
of approximately 4,200 limited partners.

Distributions

The timing and amount of any distributions to our limited partners is determined by the General Partners
and is dependent on a number of factors, including funds available for payment of distributions, financial
condition and capital expenditures. In light of cash needs required to meet maturing debt obligations and our
ongoing operating capital needs, our General Partners determined that it was necessary to discontinue payment
of monthly distributions beginning with the 2009 third quarter. Distributions have not resumed- through
December 31, 2011, and we do not ahticipate that payment of regular distributions will resume. Our General
Partners, in their discretion, may defer fees payable by us to them and make supplemental payments to us or
to our limited partners, or otherwise support our operations. Accordmgly, all or some of our distributions may
constitute a return of capital to our investors to the extent that distributions exceed net cash from operations,
or may be recognized as taxable income by our investors.

Recent Sales of Unregistered Securities

None.
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Item 6. Selected Financial Data.

We had ownership in four properties  as of. December 31, 2011. We had ownership interests in
ten properties as of December 31, 2010, 2009 and 2008, and we had ownership interests in eleven properties
as of December 31, 2007. During the year ended December 31, 2011 we sold three office properties and a
single family home development and returned a shopping/service center and undeveloped land back to the
respective lenders. We sold one office property in 2008. The following data should be read in conjunction with
our consolidated financial statements and the notes thereto and ‘“Management’s Discussion and Analysis of
Financial Condition and Results of Operations” appearing elsewheré in this Annual Report on Form 10-K.
The selected data below as of and for each of the five years in the period ended December 31, 2011 has been
derived from our financial statements (in thousands, except per unit amounts). :

2011 2010 2009 2008 2007

Total assets . .. .............. $116,026 $203,308 . $203,009 $199,918 $225,281
Notes payable ............ oL 8123742 $165,123  $156,024 $153,987 $145,637
Other liabilities .............. 13,064 12,337 12,589 10,740 10,264
Partners’ capital . . ............ - (14,472) 29,961 36,513 34,874 66,971
Noncontrolling interest . ... ..... (6,308) 4,113) 2,117) 317 2,409
Total liabilities and equity . .. .. .. $116,026 $203,308 $203,009 - $199,918 $225,281
‘ ‘ ‘- . ’ 2011 2010 2009 - 2008 . 2007

Total revenues . . . . . R P $ 24,205 - $ 18,386 $ 15,933 $ 19,785 $ 27,384
Loss from continuing Operations .. (50,077) - (13,959) (13,172) (29,705) (14,985)
Loss from discontinued operations . 80y (4755 (2,300) (1,998) . (2,286)
Netloss .......ovveiunenn. (50,157) _(18,714) (15,472) ~ (31,703) (17,271)
Net loss attributable to ,

noncontrolling interest . . ... ... - 2,016 2,100 2,434 1,159 3,811
Net loss attributable to the _ ] ‘

Partnership ............... $(48,141) $(16,614) $(13,038) $(30,544) $(13,460)
Basic and diluted net loss per

limited partnership unit . ... ... 8§ (445 $ (1.59) $ @1.21) $ 283 $ (1.25
Distributions declared per 'limited‘ ' ‘

-partnership unit ............ 8 — $ - $ 0.14 $ 0.28 $ 028
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis-should be read in con]unctlon with our accompanying consolidated
financial statements and the notes thereto :

quuldlty and Capltal Resources

, Our cash and cash equivalents-were $3.3 million at December 31, 2011. Our pnnmpal demands for funds
in the next twelve months:and beyond will be for the payment. of costs associated with lease-up of available
space at our operating properties, Partnership-operating -expenses. and for the payment of recurring debt
service, further principal paydowns and reserve. requirements on-our outstanding indebtedness as required by
our lenders. In light of cash needs required to, meet maturing debt, obligations and our ongoing.operating
capital needs, our General Partners determined that it was necessary to discontinue payment of monthly
distributions beginning with the 2009 third quarter. Distributions have not resumed through December 31,
2011, and we do not anticipate.that payment of regular distributions will resume. As a result of current
economic and market conditions, our ability to continue as a going concern is dependent on the willingness
and ability of our General Partners or their affiliafes to provide us with sources of liquidity ‘and"our ability to
resolve our current debt maturities. Although we have had to extend beyond our original target life of three to
five years after the end of the Offering, we are designed to be self-liquidating and thus not intended to
continue as a long-term going concern. During the year ended December 31, 2011, Behringer Advisors II or
its affiliates waived reimbursement of administrative services, asset management fees.and reimbursement .of
operating expenses totaling $4.1 million, of which $3.7 million is classified as a capital contribution from our
General Partners on our consolidated statement of equity (deficit). During the year ended December 31, 2010,
Behringer Advisors II .or its affiliates waived reimbursemernt of administrative expenses, asset management
fees and reimbursement of operating expenses totaling $7.5 million, of which $7.0 million is classified as
capital contributions from our General Partners on our consolidated statement of equlty (deﬁcn) TIn addition,
our Sponsor forgave -$2.8 million of principal borrowmgs and all accrued interest thereon under a loan
agreement, which was also accounted for as a capital contribution by our General Partners :

We signed a long-term full building lease that began Qctober 1, 2011 at 1221 Coit Road which totals
approximately 20% of the rentable square feet in our office and data center propeities and we continue to
negotiate with prospective tenants regarding unleased space at 250/290 John Carpenter. Our plan currently
calls for us to fund- our liquidity requirements from proceeds from the disposition of properties and
borrowings, however, as a result of current economic conditions our ability to, do so is subject to. certain
factors beyond our control. In addition, we may also seek to raise capital by contributing one or more ‘of our
existing assets to a joint venture with a third party. Investments in joint ventures, under certain circumstances,
involve risks not present when a third party is not involved. Our ability to successfully -identify, negotiate,
and complete joint venture transactions on acceptable terms or at all is highly uncertain in the current
economic environment.

We continue to prepare and assess properties for potential sale. In order to provide additional liquidity for
the execution of our current business plan, we disposed of a number of our investments in 2011 and have
identified additional investments for disposition in 2012. On December 16, 2011, we sold 5050 Quorum for a
contract sales price of $6.8 million. Proceeds from the sale were used to fully satisfy the existing indebtedness
associated with the property, resulting in a gain on troubled debt restructuring of approximately $4.8 million
which is included in discontinued operations. On June 30, 2011, we sold Landmark I and II. Proceeds from
the sale of Landmark I and II of $16.2 million were used to fully satisfy the existing indebtedness associated
with the property of ‘$21 million, resulting in a gain on troubled debt restructuring of $4.9 million which is
included in discontinued operations on our consolidated statements of operations for the year ended
December 31, 2011. The sale contract for each of 5050 Quorum and Landmark I and II provides that we
retain a promoted interest in distributable cash related to the buildings after the respective buyer has achieved
a specified return. Additionally, on December 16, 2011 we sold Bretton Woods, which was comprised of
constructed luxury homes and developed land lots, to an unaffiliated third party for a sales price of
$2.3 million and all of the proceeds were used to fully satisfy the existing indebtedness associated with the
property. In addition, we are currently negotiating a new contract for the sale of 250/290 John Carpenter
Freeway which contains approximately 539,000 rentable square feet. In some instances, to preserve cash, it
may be in the best interests of unit holders to allow lenders to take possession. of certain properties when they
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are no longer economically viable, such as Plaza Skillman, which was placed into receivership in
October 2010 and transferred to the associated lender pursuant to a foreclosure in July 2011, and
Melissa Land, on which the lender foreclosed in December 2011. As a result of our current liquidity needs
and unstable credit market- conditions limiting available resources through additional borrowings for a
closed-end, finite life fund, we may have to sell a property under terms that are less advantageous than we
could achieve with:a longer holding period. However, there can be no assurance these future dispositions will
occur, or, if they occur, that they will help us to achieve our liquidity objectives.

Of our $123.7 ‘million in notes payable at December 31, 2011, $52.6 million has matured and is
subsequently in default and an additional $50.9 million is scheduled to mature in the next twelve months. As
of December 31, 2011, of our $123.7 million in notes payable, $111.3 million was secured by properties and
$101.3 million was recourse to us. We continue to negotiate with the lenders to refinance or restructure the
loans. We currently expect to use proceeds from the disposition of properties and additional borrowings to
continue making our scheduled debt service payments on certain properties until the maturity dates of the
loans are extended, the loans are refinanced or the outstanding balance of the loans is completely paid off.
There is no guarantee that we will be able to refinance our borrowings with more or less favorable terms or
extend the maturity dates of such loans. In the event that any of the lenders demanded immediate payment of
an_entire’ loan balance, we would have to consider all available alternatives, including transferring legal
possession -of the relevant property to the lender. Distributions paid in the year ended December 31, 2009
were approximately $1.8 million. For the year ended December 31, 2009 we had negative cash flow from
operating activities of approximately $17.2 million. Accordingly, cash amounts distributed to our limited
partners for the year ended December 31, 2009 exceeded cash ﬂow from operatmg activities, which were
funded from' our borrowings.

The preparation of financial statements of a going concern generally contemplates realization of assets
and settlement of liabilities in the normal course of business. The conditions and events described above raise
substantial doubt about our ability.to continue as a going concern. The accompanying consolidated financial
statements do not include any adjustments to reflect the possible future effects on the recoverability of assets
or the amounts of liabilities that may result should we be unable to continue as a going concern. Our current
plans are to-use proceeds from the disposition of properties-and additional borrowings to make payments on
our outstanding debt until the matirity dates of the loans are extended, the loans are refinanced or the
outstanding balance of the loans is completely paid off, pay for on-going capital needs, fund operations and, if
available, make special distributions to our unitholders. For property-related loans that have matured, we are
negotiating discounted loan payoffs or the transfer of the relevant property to the lender.

Our  30% noncontrolling partner previously entered into multiple loan agreements with Mockingbird
Commons LLC (“Mockingbird Commons Partnership™), an entity in which we have a 70% owneiship
interest, totaling- $1.3 million. These loan agreements were superseded and replaced by an Agreement
Regarding Advances effective January 1, 2008, by which the loans were subordinated to the payment of any
mortgage debt (“Mockingbird Commons Partnership Loans”). All of these loans matured prior to
December 31, 2010 with interest rates ranging from 6% to 12%. The Mockingbird Commons Partnership was
in default under the loan agreements as a result of nonpayment of the outstanding balances due and payable
on the maturity dates. As a result, past due amounts under the loan agreements bear interest up to 18% per
annum’ during the default period. We believe that we are in compliance with all other covenants under these
loan agreements. The outstanding principal balance at December 31, 2010 and 2009 was $1.3 million.

The Mockingbird Commons Partnership entered into a promissory note payable to Credit Union Liquidity
Services, LLC; f/k/a Texans Commercial Capital, LLC (““CULS”), an unaffiliated third party, whereby the
borrower was permitted to borrow up to $34 million (“Palomar Residences Loan Agreement”) to construct
luxury high-rise condonumums (“Palomar Residences”). The outstanding principal balance under the Palomar
Residences Loan Agreement was $22.8 million at December 31, 2011 and $24.9 million at December 31,
2010. As previously reported, the borrower failed to make a mandatory $3 million principal payment on or
before January 15, 2011, as required under the loan agreement. We received notice from the lender demanding
payment of the $3° million mandatory principal payment by May 20, 2011. The payment was not made by that
date and thus constituted an event of default under the loan agreement. The parent of CULS was placed into
conservatorship by the credit union regulator, the National Credit Union Association, in April 2011 during
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negotiations to extend or modify the Palomar Residences Loan Agreement. The borrower did not pay the
outstanding principal balance, -together with ‘all. accrued, ‘but unpaid interest due -on the maturity date of
October 1, 2011, as we continued to negotiate with the lender. In December 2011, the parties had negotiated a
recapitalization of the -Palomar’ Residences Loan Agreement; however, the transaction ultimately was not
approved by the credit union regulator and could not be completed. Subsequently, on January 5, 2012, the
borrower received notice from the lender demanding immediate payment of the ' entire ‘outstanding loan
balance of $22.8 million and all acciued but unpaid interest. We have been informed-that the lender and
regulators are con51der1ng marketing the note under the Palomar Residences Loan Agreement for sale. We
continue to be in default of the loan agreement and all past due amounts may bear 1nterest up to maximum
amounts under applicable law.

We converted the unsold condominium units in the Palomar Residences to a rental program in the
first quarter of 2009. These units were 100% leased until May 2011 when we restarted our sales program. We
sold six units in the pro;ect in 2011, our ﬁrst sales since 2007. All of the proceeds from the sales of
condominiums in 2011 were ‘used to pay down the outstanding balance under the Palomar Res1dences
Loan Agreement.

' Behringer Harvard Mountain Village, LLC, our wholly-owned subsidiary, entered into a promissory note
payable to CULS, whereby the borrower was permitted to borfow a total principal amount of $27.7 million
(“Cassidy Ridge Loan Agreement’ ’) to ‘constiuct 23 condominium units in Telluride, Colorado (“Cassidy
Ridge”). We assigned a second lien position on Cassidy Ridge to the lender in the amount of $12:6 million as
additional security to the Palomar Residences Loan Agreement. The default under the Palomar Residences
Loan Agreement created a cross-default under the Cassidy Ridge Loan Agreement. The outstanding principal
balance, together with all accrued, but unpaid interest was due and payable on the maturity date of October 1,
2011, which amount was not paid as we continued to negotiate with the lender. In December 2011, the parties
had negotiated a recapxtahzatlon of the Cass1dy Ridge Loan Agreement; however, the transaction ultimately
was not approved by the credit union regulator and could not be completed. Subsequently, on January 5, 2012,
the borrower received notice from -the lender demanding immediate payment of the entire outstanding
principal balance of $27.7 million and all accrued but unpaid interest. We continue to be in default under the
loan agreement and all past due-amounts may bear interest up to maximum amounts under applicable law.

" Our d1rect and .indirect subs1d1ary, 1221 Coit LP, entered into a new loan agreement on November 1,
2011 with Hampshire Lendmg LLC, whereby we may borrow up to $12 million (“1221 Coit Road Loan”).
The interest rate under the loan is 10% and requires monthly payments of interest only with all principal and
accrued but unpaid interest due on November 1, 2013, the maturity date. Proceeds from the loan are being
used to pay-off the previous loan with Meridian Bank Texas and fund:tenant improvements for the -property.
The loan, which is secured by the property, is nonrecourse to us but we have guaranteed payment of certain
recourse 11ab111t1es w1th respect to certain nonrecourse carveouts in favor of the lender.

On November 13, 2009 -we entered into the Fourth Amended and Restated Unsecured Pronussory Note
payable to Behringer Holdings, pursuant to which we. may borrow a maximum of $40 million (“BHH Loan”).
On March 29, 2011, we entered into the Fifth Amended and Restated Promissory Note to amend the terms of
the BHH Leoan to. a maximum borrowing amount of $25 million. The outstanding principal balance under the
BHH Loan at December 31, 2011 and 2010 was $11.1 million. Borrowings under the BHH Loan are being
used principally to finance general working capital and capital expenditures. While we would normally
explore obtaining additional liquidity of this sort in the debt market, the debt market tightened, and we
accessed support from our Sponsor'instead. The BHH Loan is unsecured, has an interest rate of 5.0% per
annum and requires no monthly payments of interest or principal. The maturity date of all borrowings and
accrued but unpaid interest is'March 29 2014

While there have been: signs: of 1mprovement in the overall economy, we do not expect conditions to
improve significantly in the near future. As a result, we expect that we will continue to require this liquidity
support from our ‘Sponsor during 2012.. Our Sponsor, subject to its:approval, may make available to us
additional funds under the BHH ‘Loan through' 2012, potentially up to the borrowing limits thereunder. There
is no guarantee that our Sponsor will provide additional liquidity to us.
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In addition, on October 1,-2010, Behringer Harvard Mountain Village, LLC entered into -a promissory
note -agreement with Behringer Holdings .to borrow up to $0.9 million (“BHH Cassidy Ridge Loan™).
Proceeds from the loan were used to complete construction of the condominiums. at Cassidy. Ridge. The loan
bears interest at 5% and matured on October 1, 2011. We continue to be in default under the loan agreement
and all past due amounts may bear interest up to 12% per annum. The loan is subordinate to the Cassidy
Ridge Loan Agreement We have not received notice of demand for payment from Behringer Holdings and
they currently have no intention to do so. The outstanding prmc1pal balance under the loan was $0.9 million
and $0.6 million at December 31, 2011 and 2010, respectively:

On December 6, 2011 we agreed to transfer ownership of Mehssa Land pursuant to a foreclosure, to the

associated lender under the Melissa Land Loan as full satisfaction of the existing mdebtedness The
outstandmg balance under the loan agreement at the time of the foreclosure was $1. 5 mrllron

. As noted above, we or our subsidiaries' were. in default under: the Palomar Resrdences Loan Agreement
Cassidy Ridge Loan Agreement and BHH Cassidy Ridge Loan at December 31, 2011. We remain in default
under these loan agreements-and are currently in negotiations with these lenders. There are no assurances that
we will- be successful in our negotiations to waive the events of default or modify the loan agreements- with
the lenders. As the lender under the Palomar Residences Loan Agreement and Cassidy Ridge Loan Agreement
has demanded ‘immediate- payment of the. entire loan balance, we would have to' consider all:available
alternatives; as the loans are on:a recourse basis to us, 1nclud1ng transfemng legal possess1on of the relevant
property to the lender. : : :

‘Generally, our notes payable mature approximately three to five years from origination. The Bank of
Amenca Joan for Hotel Palomar and the Revolver Agreement contain cross-default and cross-collateralization
provisions. The CULS loans for the Palomar Residences and Cassidy Rldge also contain cross-default and
cross-collateralization provisions. The majority of our notes payable require payments: of interest only, with all
unpaid- principal and.interest due at maturity. Further, our loan agreements stipulate that we comply with
certain reporting and financial covenants. These covenants include, among other things, notifying the lender of
any change in management and maintaining certain loanto value ratios: Each loan, with the exception of the
Mockingbird Commons Partnership Loans and the BHH Loan, is secured by the associated real property. In
addition, the Mockingbird Commons Partnership Loans, the BHH Loan, the BHH Cassrdy erge Loan and the
1211 Coit Road Loan, are nonrecourse to us.

Our level of debt and the limitations imposed on us by' our debt agreements could have significant
adverse consequences to us and the value of our units, regardless of our ab111ty to reﬁnance or extend our
debt, including:

e limiting our- ability to borrow additional amounts for working capltal caprtal expendrtures, debt
service requirements, execution of our business plan or other purposes; :

*  limiting our abrhty to use operating cash flow in other areas of our business because we must
dedrcate a substantral port1on of these funds to servrce our debt;

‘e . increasing our vulnerability to general adverse economic and 1ndustry condrtrons

*  limiting our ability to capitalize on business opportunities and to react to competrtrve pressures and
adverse changes in governmental regulation; . - s

*  limiting our ability to fund capital expenditures, tenant improvements ‘and leasing commissions; and

*  limiting our ability or increasing the costs to refinance our indebtedness.

'h'oubled Debt Restructuring

On June 30, 2011, we :sold our Landmark ITand I propertres for a: contract sales price of $16 2 million.
The contract sales price.retains a back-end promoted interest in distributable cash related to the buildings after
the respective buyer has achieved. a specified return. Proceeds from the sale were used to.fully satisfy the
existing indebtedness associated with the properties, resulting in a gain on troubled debt restructuring of
approximately $4.9 million which is included in discontinued operations. Additionally, on July '3, 2011,
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pursuant to a foreclosure, we transferred ownership of the Plaza Skillman property to the associated lender
and as a result, we recognized a gain on troubled debt restructuring of approximately $3.1 million, which is
included in discontinued operations.

On December 16, 2011, we sold 5050 Quorum for a contract sales price of $6.8 million. The sale
contract provides that we retain a back-end promoted interest in distributable cash related to the building after
the respective buyer has achieved a specified return. Proceeds from the sale were used to fully satisfy the
existing indebtedness associated with the propeity, resulting in a gain on troubled debt restructuring of
approximately $4.8 million which is 1ncluded in discontinued operations.

Overview

During 2011, the U.S. economy faced one of its most volatile periods as the economy was interrupted by
domestic and international economic events. The year began with a view toward global and domestic
recoveries, particularly in the U.S. in advance of quantitative easing from the U.S. Federal Reserve. This
optimism was soon overcome as the Japanese earthquake disrupted world-wide industrial supply chains, the
political unrest in the Middle East led to higher energy and commodity prices and finally the European debt
crisis appeared to threaten international debt markets in a Lehman-like collapse. Growth in the economy was
further shaken during the prolonged U.S. debt ceiling debate and the downgrade of the U.S. government’s
credit rating in late summer. However, global and domestic markets were surprisingly resilient and by the
fourth quarter -a number of signs pointed once again to a modest recovery in the U.S. economy. Leading the
improvements were fourth quarter results for GDP, job creation, unemployment claims, consumer: spending
and manufacturing indicators. While these improvements are still modest and the European debt crisis still
remains not fully resolved, the end result is the economy appears to be similarly positioned for slow to
moderate growth at the end of 2011 as it was at the beginning of the year.

Our primary objectives ‘will be to continue to preserve capital, as well as sustain and enhance property
values, while continuing to focus on the disposition of our properties. Our ability to dispose of our properties
will be subject to various factors, including the ability of potential purchasers to access- capital debt financing.
If we are unable to sell a property when we determine to do so, it could have a significant adverse effect on
our cash flows and results of operations. Given the disruptions in the capital markets and the current lack of
available credit, our -ability to dispose of our properties may be delayed, or we may receive lower than
anticipated returns. In addition, a more prolonged economic downturn could negatively affect. our ability to
attract and retain tenants. Given current market conditions, this investment program’s hfe has extended beyond
its original anticipated liquidation date.

Three of our four remalmng real estate assets are located in Texas, all of which are located in the
Dallas-Fort Worth metropolitan area. We have a data center that is 100% leased under a long-term lease and
we continue to work towards leasing our 250/290 John Carpenter building which was 18% leased at
December 31, 2011. To date, we have not experienced any significant tenant defaults resulting in the loss of
material rental income. Additionally, Smith Travel Research indicates that the national overall occupancy rate
for hospitality properties in the United States rose from 53.5% in the fourth quarter of 2010 to 60.1% in the
fourth quarter of 2011. The national overall ADR also rose from $98.25 in the fourth quarter of 2010 to
$101.64 in the fourth quarter of 2011. The hotel industry is expected to see continued modest growth in 2012,

Current economic conditions discussed above make it difficult to predict future operating results. There
can be no assurance that we will not experience further declines in revenues or earnings for a number of
reasons, including, but not limited to the possibility of greater than ant101pated weakness in the economy and
the continued impact of the trends mentioned above.

Critical Accounting Policies and Estimates

Management’s discussion and analysis of financial condition and results of operations are based upon our
consolidated financial statements, which have been prepared in accordance with GAAP. The preparation of
these financial statements requires our management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities.
On a regular basis, we evaluate: these estimates, including investment impairment. These estimates are based
on management’s historical mdustry experience and on various other assumptions that are believed to be
reasonable under the cucumstances Actual results may differ from these estimates.
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Principles of Consolidation and Basis of Presentation .

The consolidated financial statements include ‘our accounts and the accounts: of ‘our subsidiaries. All
inter-company transactions, balances and profits have been eliminated in consolidation. Interests in entities
acquired ‘are evaluated based on- applicable GAAP, which includes ‘the consolidation of variable interest
entities (“VIEs”) in which we are deemed to be the primary beneficiary. If the interest in the entity is
determined not to be a VIE, then the entities are evaluated for consolidation based on legal form, economic
substance; and the extent to Wthh we have control and/or substantive part1c1pat1ng nghts under the respecnve
ownership agreement : : :

There. are Judgments and estimates 1nvolved in determmmg if an entlty in. which we have made an
1nvestment is a VIE and, if so, if we are the primary beneficiary. The entlty is, evaluated to determine if itis a
VIE by, among other thmgs calculating the percentage of equity being risked compared to the total equity of
the entity. Determining expected future losses involves assumptions of various possibilities of the results of
future operatlons of the -entity, - ass1gn1ng a probability to each possibility and using a discount rate to
determine the net present value of those future losses. A change in the judgments, assumptions and estimates
oitlined above could result in consolidating an entity that should not be consolidated or accounting for an
investment onthe equity method that should in fact be:consolidated, the effects of which could be material to
our financial statements. : - :

Impatrment of Long-Livéd Assets

. For all of our real estate we momtor events and changes in circumstances 1ndlcatmg that the carrying
amounts of the real estate’ assets may not be recoverable Examples of the types of events and circumstances
that would cause management to, ‘dssess our assets for potential 1mpaerent include, but are not limited to: a
s1gmﬁcant decrease in the market price of an asset; a 51gn1ﬁcant adverse change in"the manner in which the
asset is being used; an accumulation of costs in excess of the acquisition basis plus construction of the
property; major vacanc1es and the resultmg loss of revenues; natural disasters; a change in ‘the projected
holding penod legmmate purchase offers and changes in the global and local markets or economic conditions.
Our assets may at times be concentrated in lmnted geographic locations and; to the extent that our portfolio is
concentrated in limited geographic locatioris, downturns spec1ﬁcally related to such regions may result in
tenants defaulting on their lease obligations at.a portion of our properties within a short time period, which
may result in asset impairments. .When such events or changes in circumstances are present, we assess
potential impairment by comparing. estimated future undiscounted . operating cash flows expected. to be
generated over the life of: the asset and from its eventual disposition to the carrying amount: of the asset. In:
the event that the carrying amount: exceeds:the estimated future undiscounted operating cash flows, we
recogtiize. an impairment loss to .adjust the carrying amount of the: asset to-estimated fair value. We: consider
projected future undiscounted cash flows, trends;. strategic decisions regarding future development plans, and
other factors in our assessment of whether 1mpa1rment conditions exist. While we believe our estimates of
future cash ﬂows are reasonable, d1ﬁ°erent assumptrons regardlng factors such a$§ market rents, economic
condmons, and occupancy rates could s1gn1ﬁcantly affect’ these estimates. A change in these estimates and
assumptions could result in understating - or overstatmg the book value of our 1nvestrnents which' could be
material to our ﬁnancral statements. '

Inventoty Valuatwn Adjustment

For real estate inventory, at ‘each reporting “date, management compares the estimated fair value less costs
to sell to- the carrymg value. An adjustment is recorded to the extent that the fair value less costs to sell is less
than the carrying value. We determine the estimated fair value based on comparable sales in thé normal course
of businéss under existing-and anticipated miarket conditions. This* evaluation takes into consideration
estimated future selhng prices, costs spent to date, estimated additional future costs and management’s plans
for:the property. . :. I v
Results of Operatlons : ' '

Fiscal year ended December 31 20]1 as compared to the ﬁscal year ended December 31, 2010

,We had ownershlp 1nterests in four properties and ten properties, as. of . December 31, 2011 and 2010,
respectwely All investments in partnersh1ps and joint ventures -were consolidated with and into our accounts.
During the year ended December 31, 2011 we sold Landmark I and. II and 5050. Quorum and returned
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Plaza Skillman to the lender. In addition, during the year ended December 31, 2011, we sold the remaining
developed land lots and luxury homes at Bretton Woods, five previously leased condominiums as well as one
model unit at the Palomar Residences and returned the undeveloped land in Melissa, Texas to the lender. We
also signed a long-term full building lease at 1221 Coit Road that began in October.2011.

Continning Operations

Rental Revenue. Rental revenue for the years ended December 31, 2011 and 2010 totaled $4.5 million
and $4 million, respectively, and was comprised of revenue, including adjustments for straight-line rent and
amortization of above-and below-market leases. The increase in rental revenues for the year ended
December 31, 2011 is due to the new long-term full building lease at 1221 Coit Road. Excluding any
non-recurring items, management expects rental revenue to remain relatively flat unless we are able to
lease-up available space.

Hotel Revenue. Hotel revenue for the years ended December 31, 2011 and 2010 was $14.2 million and
$12.7 million, respectively, and was comprised of revenue generated by the hotel operations of Hotel Palomar.
The increase in hotel revenue is primarily due to the hotel hosting Dallas-Fort Worth area Super Bowl events
in. February 2011. Excluding. the. effects of additional one-time events in the future, we anticipate hotel
revenue to increase as the hospitality industry continues to recover.

Real Estate Inventory Sales Revenue. Real estate inventory sales revenue for the years -ended
December 31, 2011 and 2010 was $5.6 million and $1.7 million, respectively. Revenue for the year ended
December 31, 2011 is the result of sales of home inventory and developed land lots at Bretton Woods and
condominiums at the Palomar Residences. Revenue for the year ended December 31, 2010 was generated by
the sale of home inventory and developed land at Bretton Woods. The U.S. housing market continued to
struggle from a significant slowdown that began in 2006. The slowdown, which began with a decline in
consumer confidence, an overall softening of demand for new homes and an oversupply of homes available
for sale, has been exacerbated by, among other things, a decline in the overall economy, increased
unemployment a decline in home prices and the resulting reduction in home equity, and indirect impact of the
turmoil in the mortgage loan market. If these conditions continue to exist, we will continue to experience slow
sales of our real estate inventory in the future.

Property Operating Expenses.. Property operating expenses for the years ended December 31, 2011 and
2010 were $14.6 million and $14.1 million, respectively, and were comprised of expenses related to the daily
operations of our properties. The increase in operating expenses for the year ended December 31, 2011 is
primarily due to certain costs for Cassidy Ridge no longer being capitalized as a result of construction being
complete and increased activity at Hotel Palomar. We expect property operating expenses to remain at current
levels unless we are able to lease-up available space and lodging demand increases.

Asset Impairment Loss. Asset impairment loss for the years ended December 31, 2011 and 2010 was
$11.6 million and $2.3 million, respectively. During the year ended December 31, 2011 we recorded
impairment charges of $10.2 million related to 250/290 ‘John Carpenter Freeway as a result of declining
market rental rates and continuing vacancies at the property as well as entering into a contract for the sale of
the property that was less than our carrying value. Additionally, as a result of projected selling prices, we
recognized an asset impairment loss of approximately $1.4 million for the year ended December 31, 2011
related to the undeveloped land held in Melissa, Texas. We recognized a $2.3 million impairment charge for
the year ended December 31, 2010 related to 250/290 John Carpenter Freeway as a result of declining market
rental rates and continuing vacancies at the property. In the event that market conditions continue to decline in
the future or the current difficult market conditions extend beyond our expectations, additional adjustments
may be necessary.

Inventory Valuation Adjustment. The inventory valuation adjustments for the years ended December 31,
2011 and 2010 were $26.8 million and $1.9 million, respectively. The inventory valuation adjustment for the
year ended December 31, 2011 was composed of adjustments of $26.3 million to adjust the value of the
condominiums at Cassidy Rldge to their fair value and $0.5 million related to the luxury homes and
developed: land lots at Bretton Woods. Inventory valuation adjustments for the year ended December 31, 2010
were composed of non-cash adjustments to reduce the carrying value of the luxury homes and developed land
lots at Bretton Woods to their estimated fair value. As noted previously, the U.S. housing market and related
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condominium sector continued to experience the effects of a nationwide downturn. In the event that market
conditions continue to decline in the future or the current difficult market conditions extend beyond our
expectations, additional adjustments may be necessary in the future.

Interest Expense. Interest expense for the years ended December 31, 2011 and 2010 was $7.8 million
and $3.7 million; respectively, and was comprised of interest expense and amortization of deferred financing
fees related to the notes associated with the acquisition and development of our consolidated properties. The
increase in interest expense during the year ended December 31, 2011 is primarily due to interest costs for
Cassidy Ridge no longer being- capitalized as a result of the construction being completed and the accrual of
default interest on certain matured loans during the period. We capitalized interest costs of $0.7 rmlhon ‘and
$2.2 million for Cass1dy Ridge during the years ended December 31, 2011 and 2010, respectlvely

Real Estate Taxes. Real estate taxes for the years ended December 31, 2011 and 2010 were $1.8 million
and $1.7 mitlion, respectively, and were comprised of real estate taxes from each of our propert1es We expect
real estate taxes to remain relatively constant in the near future.

' Property and Asset Management Fees. Property and asset management fees for the years ended
December 31, 2011 and 2010 were $1.4 mﬂhon and $1.2 million, respectively. We expect property and asset
management fees to remain relatively constant in the near future. '

General and Administrative Expenses. General and administrative expenses for the years ended
December 31, 2011 and 2010 were $0.9 million and $1.1 million, respectively. General and administrative
expenses were comprised of auditing fees, transfer agent fees, tax preparation fees, directors’ and officers’
insurance premiums, legal fees, printing costs and other administrative expenses. Our advisor ‘waived
reimbursement of general and administrative expenses of $0.3 million and $0.4 million for the years ended
December 31, 2011 and 2010, respectively. We expect general and administrative expenses to remain
relanvely unchanged in the near future.

Depreczatton and Amortzzatlon Expense Depreciation and amortization expense for the years ended .
December 31;: 2011 and 2010 was $4 million and $4.6 million, respectively, and includes depreciation.and
amortization of buildings, furniture and equipment, -and real estate intangibles associated with our
wholly-owned properties and our investments in partnerships. :

Net Loss Attributable to Noncontrolling Interest. Net loss attributable to noncontrolling interest for the
years ended December 31, 2011 and 2010 was $2 million and $2.1 million, respectively, and represents the
other partners’ proportionate share of losses from investments in the partnerships that we consolidate.

Fiscal year ended December 31, 2010 as compared to the fiscal year ended Deceimber 31, 2009

We had ownership interests in ten properties as of December 31, 2010 and 2009. All investments in
partnerships and joint ventures were consolidated with and into our accounts. Due to. the continuing decline in
the U.S. housing market and related -condominium sector, we implemented a leasing program beginning in
the second quarter of 2009 for the unsold condominium units at Hotel Palomar and Residences. Our ultimate
strategy for. the -project continued to be to sell the units. All available units were leased as of December 31,
2010. : : :

Continuing Operations
Rental Revenue. Rental revenue for the years ended December 31, 2010 and 2009 totaled $4 milli‘on:
and $3.2 million, respectively, and was comprised of revenue, including adjustments for straight-line rent and

amortization of above-and below-market leases. The increase in rental revenues for the year ended
December 31, 2010 is primarily due to leasing of the unsold condominium units at the Palomar Residences.

 Hotel Revenue. Hotel revenue for the years ended December 31, 2010 and 2009 was $12.7 million and
$12.4 Imlhon respectlvely, and was compnsed of revenue generated by the hotel operatlons of Hotel Palomar.
The economic recession, credit crisis, and weak consumer confidence all contnbuted to soft lodgmg demand
and lower daily room rates.

Real - Estate Inventory . Sales’ Revenue. Real estate inventory sales revenue’ ‘for the years  ended
December 31,-2010 and 2009 ‘of $1.7 million-and $0.3" million, respectively, was comprised ‘of the sale of
home inventory and developed land lots at Bretton Woods. The U.S. housing market and related condominium
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sector continued to experience the effects of the nationwide. downturn. The housing market experienced
reduced demand, deterioration in the credit .markets, rising foreclosure activity due to relatively.. high
unemployment and generally weak conditions-in the overall economy.

Property Operating Expenses. Property operating expenses for each of the years ended December 31,
2010 and 2009 were $14.1 million .and were compnsed of expenses -related to the daily operatlons of
our properties. :

Asset Impairment Loss. Asset 1mpa1rment loss for the year ended December 31, 2010 was $2. 3 million.
We evaluated 250/290 John Carpenter Freeway for impairment dunng the fourth quarter of 2010 and
recognized a $2.3 million impairment charge related to declining. market rental rates and contmumg vacancies
at the property. We recognized no asset impairment loss during the year ended December 31, 2009.

Inventory Valuation Adjustment. The inventory valuation adjustments for the years ended December 31,
2010 and 2009 were $1.9 million and $0.5 million, respectively. The inventory valuation adjustment for the
years ended December 31, 2010 and 2009 were composed of non-cash adjustments to reduce the carrying
value of the luxury. homes and developed land lots at Bretton Woods to their estimated fair value as the U.S.
housing market and related condominium sector contmued to experience the effects of a natronw1de downturn

Interest Expense. Interest expense for the years ended December 31, 2010 and 2009 was $3.7 million
and $5.0 millipn, respectlvely, and was comprised of interest expense and amortization of deferred financing
fees related to the notes associated with the acqursmon and development of our consolidated properties. The
decrease in interest expense for the year ended December 31, 2010 was primarily the result of the lower
outstanding principal amount under the Amended BHH Loan during the year and we capitalized interest costs
of $2.2 million for Cassidy Ridge. During the year ended December 31, 2009 we capitalized interest costs of
$1.3 million for Cassidy Ridge. Interest costs for the development of Cassidy Ridge continued to be
capitalized until the project was completed in the first quarter of 2011. For the year ended December 31,
2009, we capitalized interest costs of $54,000 for Bretton Woods. Interest costs for construction of the
speculative homes at Bretton Woods were capitalized until construction was completed during the quarter
ended June 30, 2009. Interest expense for the year ended December 31, 2009 also includes ‘the reclassification
of approximately $0.7 million of realized losses on interest rate derivatives from othér comprehensive loss.

Real Estate Taxes. Real estate taxes for the years ended' December 31, 2010 and 2009 were $1.7 million
and $1.6 mi}lion; respectively, and ‘were comprised Qf real estate taxes from each of our prdperties. '

Property and Asset Management Fees. -Property and asset management fees for each of the years ended
December 31, 2010 and 2009 were $1.2 million.

General and Admzmstratzve Expenses.  General and administrative expenses for theé years ended
December 31, 2010 and 2009 were $1.1 million and $1.6 million, respectively. General and administrative
expenses were comprised of auditing fees, transfer agent fees, tax preparation fees, directors’ and officers™
insurance premiums, legal fees, printing costs and other administrative expenses. Our advisor waived
reimbursement of general and administrative expenses of $0.4 million and $0.3 million for the years ended
December 31, 2010 and 2009, respectively. The decrease for the year ended December, 31, 2010 is primarily
the result of a reduction in the cost of admlmstratlve services provided by our adv1sor as well as lower
auditing costs.

Depreciation and Amortization Expense. Depreciation and amortization expense for:the years ended
December 31, 2010 -and 2009 was $4.6 million and $4.2 million, respectively, and includes depreciation and
amortization of buildings, furniture and equipment, and real estate intangibles associated with our
wholly owned properties and our investments in partnershlps The 1ncrease in depreciation and amortization
expense for the year ended December 31, 2010 is primarily a result of depreciation on leased condominium
units at the Palomar Residences.

Net Loss Attributable to Noncontrolling Interest. Net loss attributable to noncontrolling interest for the
years ended December 31, 2010 and 2009 was $2.1 million and $2.4 million, respectively, and represents the
other. partners’ proportionate share of losses from investments. in the partnerships that we consolidate.
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Cash Flow Analysis

Fiscal year ended December 31, 2011 as compared to the fiscal year ended December 31, 2010

Cash used in operating activities for the year ended December 31, 2011 was $2.5 million and was
comprised primarily of the net loss of $50.2 million, adjusted for asset impairment charges of $21.8 million,
inventory valuation adjustments of $26.8 million, which was primarily composed of adjustments to the
development of the-condominiums at Cassidy Ridge, changes in operating assets and liabilities of $6.4 million
and depreciation and amortization. of $5.6 million offset by gains on troubled debt restructuring of
$12.8 million. Cash used in operating activities for the year-ended December 31, 2010 was $17.8 million and
was comprised primarily of the -net loss of $18.7 million, adjusted for depreciation and amortization of
$7.4 million, asset impairment loss of $5.1 million, inventory valuation adjustments of $1.9 million and the
increase in real estate inventory of $14.2 million, which was primarily composed of development of the
condominiums at Cassidy Ridge. ' '

Cash provided by investing activities for the year ended December 31, 2011 was $23 million and was
primarily comprised of proceeds from the sale of assets including Landmark I & II and 5050 Quorum. Cash
used in investing _activities for the year ended December 31, 2010 was $1.2 million and was comprised of
capital expenditures for real estate of $0.7 million and change in restricted cash of $0.5 million.

v Cash used in financing activities for the year ended December 31, 2011 was $19.2 million and consisted
primarily of payments on our notes payable, net of proceeds, of $22.3 million offset by contributions from our
General Partners of .$3.7 million. Cash provided by financing activities was $19.0 million in 2010 and
consisted primarily of proceeds from notes payable, net of payments, of $12.1 million and contributions from
our General Partners of $7 million. B

Fiscal year ended December 31, 2010 as compared to the fiscal year ended December 31, 2009

Cash used in operating activities for the year ended December 31, 2010 was $17.8 million and was
comprised primarily of the net loss of $18.7 million, adjusted for depreciation and amortization of
$7.4 million, asset impairment loss of $5.1 million, inventory valuation adjustments of $1.9 million and the
increase in real -estate inventory of $14.2 million, which was primarily composed of development of the
condominiums at Cassidy Ridge. Cash used in operating activities for the year ended December 31, 2009 was
$17.2 million and was comprised primarily of the net loss of $15.5 million, adjusted for depreciation and
amortization of $7.6 million, inventory valuation adjustments of $0.5 million and the increase in real estate
inventory of $9.9 million related to the development of the condominiums at Cassidy Ridge.

Cash used in investing activities for the year ended December 31, 2010 was $1.2 million and was
comprised of capital expenditures for real estate of $0.7 million and change in restricted cash of $0.5 million.
Cash used in investing activities for the year ended December 31, 2009 was $0.4 million and was primarily
comprised of capital expenditures for real estate of $0.5 million. ‘

Cash provided by financing activities was $19.0 million in 2010 versus $14.9 million in 2009. For the
year ended December 31, 2010, cash flows from financing activities consisted primarily of proceeds from
notes payable, net of payments, of $12.1 million and contributions from our General Partners of $7 million.
For the year ended December 31, 2009, cash flows from financing activities consisted primarily of proceeds
from notes payable, net of payments, of $17.1 million, partially offset by $1.8 million of distributions to our
limited partners.
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Net Operating Income

Net operating income (“NOI”) is a non-GAAP financial measure that is defined as total revenue less
property operating expenses, real estate taxes, properfy management fees, advertising costs and the cost of real
estate inventory sales. We believe that NOI provides an accurate measure of the operating performance of our
operating assets because NOI excludes certain items that are not associated with management of  our
properties. NOI should not be considered as an alternative to net income (loss), or an indication of our
liquidity. NOI is not indicative of funds available to meet our cash needs or our ability to make distributions
and should be reviewed in connection with other GAAP measurements. To facilitate understanding of this
financial measure, a reconciliation of NOI to net loss attributable to the Partnership in accordance with GAAP
has been provided. Our calculations: of NOI for the years ended December 31, 2011, 2010 and 2009 are

presented below (m thousands).

2011 2010 2009
Total TeVENUES . . . o vt e e e e $ 24,205 $ 18,386 $ 15,933
Operating expenses i
Property operating eXpenses . . ... ............0....., 14,603 14,134 14,102
Real estate taxes, NGt . . ..o ve v e e e . 1,781 1,739 1,592
Property and asset management fees e 1,414 1,202 1,227
Cost of real estate inventory sales ... ... .. e i e e ; 5,414 1,718 263
Less: Asset managementfees ... .................... (768) (593) (630)
Total operating expenses - . . .. R 22,444 18,200 16,554
Net operating income (10S8) . . . .. ... .. ..., $ 1,761 $ 186 $ (621
Reconciliation to Net loss
Net operating income (10ss) . . ....... P $ 1,761 $ 186 $ (621
Less: Depreciation and amortization . ....... P e (4,030) 4,574) 4,212)
General and administrative expenses . .. ............, (896) (1,143) (1,550)
Interest expense, net . ....... T SO - (7,822) (3,669) (4,953)
Asset management fees .. ...... e e i s (768) (593) (630)
Asset impairment loss™ . ... ... .. e e ; (11,625) (2,345) —
Inventory valuation adjustment ....... P e - (26,768) (1,886) (541)
Provision for income taxes . ................ . ..., ' (112) (166) (199)
Add: Interestincome ... .. .. 0., e . 183 145 26
Gain on troubled debt restructuring .. ..... e e — 125 —_
Loss on derivative instruments, fiet ... .............. _ (39 (492)
Income (loss) from discontinued operations . . .......... . (80) (4,755) (2,300)
Net 1088 . .ot i e - $(50,157) $(18,714) $(15,472)

(1) Excludes approximately $10.1 million and $2.8 million of impairment loss included in loss from
discontinued operations for the years ended December 31, 2011 and 2010, respectively.
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Performance Reéporting Required by the Partnership Agreement

Section 15.2 in our Partnership Agreement requires us to provide our limited partners with our net cash
from operations, a non-GAAP financial measure, which is defined as net income, computed in accordance
with GAAP, plus depreciation and amortization on real estate assets, adjustments for gains from the sale of
assets and gains ‘on the sale of discontinued operations, debt service and capital improvements (‘“Net Cash
From Operations”). Our calculations of Net Cash From Operations for the years ended December 31, 2011,
2010 and 2009.are presented below (in thousands):

2011 2010 2009
Netloss . ..o v e $(50,157) $(18,714) $(15,472)
Net loss attributable to noncontrolling interest. .. . ... , 2,016 2,100 2,434
Adjustments . o : : ‘ .
Real estate depreCIatlon and amortlzatlon ........ 3,941 6,116 6,418 -
Asset impairment 1088 . % . ¢ v e e 21,765 -~ 5,119 . R—
Inventory.valuation adjustment:-. . . .. .......... .. 26,768 1,886 541
 Loss on sale of assets™ . . ... ........ R, ., 11 — —
‘Gain-on sale of discontinued operations . .......... (75) — —
Gain on troubled debt restructuring . .. .. ........."  (12,842) — —
‘Debt service, net of amounts capuahzed“) e (7,192) (5,382) (5,068)
Capital 1mpr0vements(1) R e (1,035) (603) (558)
. Net cash used in operations . . ... .. . S .. $(16,800) $ (9,478) . $(11,705)

(1) ' This represeﬁts our ewnerehip portion of the properties that we consolidate.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that are reasonably likely to have a current or future material
effect on our financial condition, changes in financial condltlon revenues or expenses results of operatlons
hqu1d1ty, capital expendltures or capltal Tesources.

Contractual Obllgatlons .

The following table sets forth certain information concerning our contractual obligations and commercial
commitmernts as of Decémber 31,-2011; and outlines ‘expected ‘future payments to be made under such
obligations and commitments (in thousands):

) Payments due by period
Totals 2012 2013 2014 2015 2016

Notes payable ........... $123,742  $103,516 $ 9,108 - $11,118 $ — $ —
Interest . ............... 5,331 3,788 1,409 134 — —
Total ............... $129073 . $107,304 ~ $10517  $11,252  $ — $ —

New Accountmg Pronouncements

In May 2011, the FASB issued updated gu1dance for falr value measurements. The gu1dance ‘amends
existing ‘guidance to'provide common fair: value theasurements and related disclosure requirements between
GAAP and. International Financial-Reporting Standards (“IFRS”). This guidance is effective for fiscal years,
and interim periods within those:years, beginning after December 15, 2011. We are evaluating this guidance
and currently do .not believe that it will- have a material impact on our consolidated ﬁnanc1a1 statements
or disclosures. :

:In June 2011, the FASB issued updated guidance related to comprehensive income. The guidance requires
registrants to present the total of comprehensive income, the components of net income,:and the components
of other comprehensive income. either in'a single .continuous statement of comprehensive income. or in
two separate but consecutive statements. This guidance is effective for fiscal years, and interim periods within
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those years, beginning after December 15, 2011. The early adoption of this guidance impacted the presentation
of comprehensive income but did not have a material impact on our results of operations.

Inflation

The real estate market has not been affected significantly by inflation in the past several years due to the
relatively low inflation rate. The majority of our leases contain inflation protection provisions applicable to
reimbursement billings for common area maintenance charges, real estate tax and insurance reimbursements
on a per square foot basis, or in some cases, annual reimbursement of operating expenses above a certain per
square foot allowance.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

We may be exposed to interest rate changes primarily from variable interest rate debt incurred to acquire
and develop properties, issue loans and make other permitted investments. Our management’s objectives, with
regard to interest rate risks, are to limit the impact of interest rate changes on earnings and“cash flows and to
lower overall borrowing costs. To achieve these objectives, we borrow primarily at fixed rates or variable rates
with the lowest margins available and in some cases, with the ability to convert variable rates to fixed rates.
With regard to variable rate financing, we will assess interest rate cash flow risk by continually identifying
and monitoring changes in interest rate exposures that may adversely impact expected future cash flows and
by evaluating hedging opportunities. We may enter into derivative financial instruments such as options,
forwards, interest rate swaps, caps or floors to mitigate our interest rate risk on a related financial instrument
or to effectively lock the interest rate portion of our variable rate debt. Of our approximately $123.7 million in
notes payable at December 31, 2011, approximately $73.7 million represented debt subject to variable interest
rates. If our variable. interest rates increased 100 basis points, we estimate that total annual interest expense
~ would increase by approximately $0.7 million.

At December 31, 2011, we did not have any foreign operations and thus were not exposed to -foreign
currency fluctuations.

Item 8. Financial Statements and Supplementary Data.

The information required by this Item 8 is hereby 1ncorporated by reference to our Financial Statements
beginning on page F-1 of this Annual Report on Form 10-K

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

Iten}, 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(b) under the Exchange Act, the management of
Behringer Advisors II, our General Partner, including the Chief Executive Officer and Chief Financial Officer
of our General Partner, evaluated as of December 31, 2011 the effectiveness of our disclosure controls and
procedures as defined in Exchange Act Rule 13a-15(e) and Rule 15d-15(e). Based on that evaluation, the
Chief Executive Officer and Chief Financial Officer of Behringer Advisors Il concluded that our disclosure
controls and procedures, as of December 31, 2011, were effective for the purpose of ensuring that information
required to be disclosed by us in this report is recorded, processed, summarized and reported within the time
periods specified by. the rules and forms of the Exchange Act and is accumulated and communicated to
management, including the Chief Executive Officer and Chief Financial Officer of Behringer Advisors II, as
appropriate to allow timely decisions regarding required disclosures.

We believe, however, that a controls system, no matter how well designed and operated, cannot provide
absolute -assurance that the objectives of the controls system are met, and no .evaluation of controls can
provide absolute assurance that all control issues and instances of fraud or error, if any, within a partnership
have been detected.
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Management’s Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)). Our management, including the Chief
Executive Officer and Chief Financial Officer of Behringer Advisors II, evaluated as of December 31, 2011 the
effectiveness of our internal control over financial reporting using the framework in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Orgamzatlons of the Treadway Commission.
Based on that evaluation, the Chief Executlve Officer .and Chief Financial Officer of Behringer Advisors II
concluded that our internal controls, as of December 31, 2011, were effective in providing reasonable
assurance regarding reliability of financial reporting.

- Changes in Iriteihdi Control over Financial Reporting

There has been no change in internal control over financial reporting that occurred during the quarter
ended December 31, 2011 that has materially aifected or is reasonably likely to materially affect, our internal
control over ﬁnancml reportmg

Item 9B Otherlnfonﬁation

On March 26 2012, our General Partner, Behnnger Advisors II appointed S. Jason Hall as Treasurer of
the General Partner and, in such capacity, Mr. Hall. also serves as principal accountmg officer of the Behringer
Harvard Short-Term Opportumty Fund I LP
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PART III
Item 10. Directors, Executive Officers and Corporate Governance.

The General Partners

We operate under the direction of our General Partners, which are responsible for the management and
control of our affairs. The General Partners are assisted by the employees of HPT, the general partner of
Behringer Advisors II. We do not employ our own management personnel, but instead we pay fees and
expense allocations to our General Partners for their services.

The General Partners are responsible for our direction and management, including previous acquisitions,
construction and property management. Any action required to be taken by the General Partners will be taken
only if it is approved, in writing or otherwise, by both General Partners, unless the General Partners agree
between themselves to a different arrangement for the approval of actions by the General Partners.

The General Partners are Behringer Advisors II and Mr. Behringer, individually. Behringer Advisors II is
a Texas limited partnership formed in July 2002. The executive office of both General Partners is located at
15601 Dallas Parkway, Suite 600, Addison, Texas 75001. Behringer Advisors II is owned by HPT, its sole
general partner, and Behringer Harvard Partners, LLC (“Behringer Partners’), its sole limited partner.
Behringer Holdings is the sole owner of HPT and Behringer Partners. Mr, Behringer is the Chairman of each
of these companies. Mr. Behringer is the founder, Chairman and sole manager of Behringer Holdings.
Behringer Holdings also is the indirect owner of our Property Manager, Behringer Development, a real estate
development company, and Behringer Securities, our dealer manager.

Behringer Advisors II was created in 2002 for the sole purpose of acting as one of our General Partners.
It is managed by its executive officers, namely:

Name Age Position(s)

Robert M. Behringer 63 Chairman

Robert S. Aisner 65 Vice Chairman

Michael J. O’Hanlon 60 Chief Executive Officer and President

Samuel A. Gillespie 53 Chief Operating Officer

Gerald J. Reihsen, IIT - 53 Executive Vice President — Corporate Development and Legal
and Secretary '

Gary S. Bresky 45 Chief Financial Officer

M. Jason Mattox 36 Executive Vice President

Robert M. Behringer is the Chairman of Behringer Advisors II. He has also served as the Chairman of
the Board of Behringer Harvard REIT I since June 2002, Behringer Harvard Multifamily REIT since
December 2007, Behringer Harvard Opportunity REIT 1 since June 2006, and Behringer Harvard Opportunity
REIT II since January 2007, each a publicly registered real estate investment trust, and Behringer Harvard
Multifamily REIT II, Inc., a REIT that is still in registration with the SEC. He is also the founder, sole
manager and. Chairman of Behringer Holdings, the indirect parent company of Behringer Advisors II. Since
2002, Mr. Behringer has been a general partner of ours and Behringer Harvard Mid-Term Value Enhancement
Fund 1, each a publicly registered real estate limited partnership. Mr. Behringer also controls the general
partners of Behringer Harvard Strategic Opportunity Fund I LP and Behringer Harvard Strategic Opportunity
Fund II LP, both private real estate limited partnerships.

From 1995 until 2001, Mr. Behringer was Chief Executive Officer of Harvard Property Trust, Inc., a
privately held REIT formed by Mr. Behringer that was liquidated and that had an asset value of approximately
$174 million before liquidation. Before forming Harvard Property Trust, Inc., Mr. Behringer invested in
commercial real estate as Behringer Partners, a sole proprietorship formed in 1989 that invested in single asset
limited partnerships. From 1985 until 1993, Mr. Behringer was Vice President and Investment Officer of
Equitable Real Estate Investment Management, Inc. (since acquired by, and now known as Lend Lease Real
Estate Investments, Inc.), one of the largest real estate pension managers and advisors in the United States.
While at Equitable, Mr. Behringer was responsible for its General Account Real Estate Assets located in the
south central United States. The portfolio included institutional quality office, industrial, retail, apartment and
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hotel properties exceeding 17 million square feet with a value of approximately $2.8 billion. Although
Mr. Behringer was a significant participant in acquisitions, management, leasing, redevelopment and
dispositions, his primary responsibility was to increase net operating income and the overall value of
the portfoho

Mr. Behringer has over 25 years of experience in real estate investment, management and finance
activities, including experience with approximately 170 different properties with over 40 million square feet of
office, retail, industrial, apartment, hotel and recreational properties. In addition to being the Chief Investment
Officer of Behringer Advisors II, he is currently the general partner or a co-general partner in several real
estate. limited partnerships formed for the purpose of acquiring, developing and operating office buildings and
other commercial properties located in the United States and other countries, including Germany, the
Netherlands, ‘England and Australia. Mr. Behringer is a Certified Property Manager, Real Property
Administrator and Certified Hotel Administrator, holds FINRA Series 7, 24 and 63 registrations and is a
member of the Institute of Real Estate Management, the Building Owners and Managers Association;
the Urban Land Institute (ULI) and the Real Estate Council. Mr. Behringer also was a licensed certified
public accountant for over 20 years. Mr. Behiringer received a Bachelor of Science degree from the University
of Minnesota.

Robert S. Aisner is the Vice Chairman of Behringer Advisors II. Mr. Aisner also serves as President
(since May 2005), Chief Executive Officer (since June 2008) and a director of Behringer Harvard REIT 1. In
addition, Mr. Aisner serves as Vice Chairman (since January 2012) and a director (since June 2006) of
Behringer Harvard Opportunity REIT I. Mr. Aisner also has served as Vice Chairman (since January 2012)
and a director (since January 2007) of Behringer Harvard Opportunity REIT II, as Chief Executive Officer
and a director of Behringer Harvard Multifamily- REIT since August 2006 and as President (since April 2007)

and Chief Executive Officer (since September 2008) of Behringer Harvard Multifamily REIT T, Inc.,
currently in registration. Mr.' Aisner is also Chlef Executive Officer and President of the other Behringer
Harvard companies.

Mr. Aisner has over 30 years of commercial real estate experience with acquiring, managing and
disposing of properties located in the United States and other countries, including Germany, the Netherlands,
England, the Bahamas and Australia. From 1996 until joining Behringer Harvard REIT I in 2003, Mr. Aisner
served as (i) Executive Vice President of AMLI Residential Properties Trust, formerly a New York Stock
Exchange listed REIT that focused on the development, acquisition and management of upscale .apartment
communities, which serves as advisor and asset manager for institutional investors with respect to their
multifamily real estate investment activities, (i) President of AMLI Management Company, that oversees all
of AMLI’s apartment operations in 80 communities, (iii) President of the AMLI Corporate Homes division
that manages AMLI’s corporate housing properties, (iv) Vice President of AMLI Residential Construction, a
division of AMLI that performs real estate construction services, and (v) Vice President of AMLI Institutional
Advisors, the AMLI division that serves as institutional advisor and asset manager for institutional investors
with respect to their multifamily real estate activities. Mr. Aisner also served on AMLI’s Executive Committee
and Investment Committee from 1999 until 2003. From.1994 until 1996, Mr. Aisner owned and operated
Regents Management Inc., which had both a multifamily development and construction group, and a general
commercial property management group: From 1984 to 1994, he was employed by HRW Resources Inc., a
real estate development and management company, where he served as Vice President.

Mr. Aisner served as an independent director of Behringer Harvard REIT I from June 2002 until
February 2003 ‘and as a management director from June 2003 until the present. Mr. Aisner received a
Bachelor of Arts degree from Colby College and a Masters of Business Administration degree from the
Un1vers1ty of New Hampshire.

" Michael J. O’Hanlon has served as Chief Executive Officer and President of Behringer Advisors II since
January 2012. Mr. O’Hanlon also serves as’Chlref Executive Officer and President of several other Behringer
Harvard — sponsored programs, including Behringer Harvard Opportunity REIT I and Behringer Harvard
Opportunity REIT 1I, effective January 2012. Prior to his appointment, Mr. O’Hanlon was an independent
director of Behringer Harvard Multifamily REIT II from September 2011 through December 2011. From
September 2010 to December 2011, Mr. O’Hanlon was President and Chief Operating Officer of Billingsley
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Company, a major Dallas, Texas based owner, operator and developer that has interests in commercial .office,
industrial, retail, and multifamily properties. From November 2007 to October 2009, Mr. O’Hanlon served as
Chief Executive Officer and President for Inland Western Retail Real Estate Trust, Inc., a _public non-traded
REIT, where he was responsible for an $8.5 billion national retail and office portfolio consisting of
335 properties and 51 million square feet. From January 2005 to October 2007, Mr. O’Hanlon served as head
of Asset Management for Inland Real Estate Group of Companies. In total, Mr. O’Hanlon has over 30 years
of management experience with public and private ﬁrms with' commercial real estate portfolios, with a broad
capital raising, and with experience with a diverse group of real estate related 1nvestments including
multifamily and. debt-related investments. Mr. O’Hanlon received a Masters of Business Administration,
Finance-Money and Financial Markets degree in 1979 from Columbia - University Graduate School of
Business. Mr. O’Hanlon has also received a Bachelor of Science, Accounting degree in 1973 from Fordham
University. -Mr. O’Hanlon has served and been an active member ‘of ‘the Real Estate Roundtable, NAREIT,
ICSC and ULL

Samuel A. Gillespie has served as Ch1ef Operating Officer of Behnnger Advisors II since June 2008. In
add1t10n M. Gillespie has served as Senior Vice President of Harvard Property Trust, the managing member
of Behringer Advisors II since March 2006. Mr. Gillespie also serves as Chief Operating Officer for Behringer
Harvard Opportunity REIT I, Behringer Harvard Opportunity REIT II, and for the general partner of
Behringer Harvard Mid-Term Value -Enhancement Fund (since July 2008)

Mr. Gillespie has over 25 years of experience in the commercial real estate industry guiding diverse and
sophisticated portfolios. Prior to joining Behringer Harvard in November 2004, Mr. Gillespie was with the
Trammell Crow Company for 21 years. At Trammell Crow, he held the position of Managing Director of
National Accounts and was responsible for Trammell Crow. Company’s largest institutional customers. Prior to
that, Mr. Gillespie was partner in charge of Trammell Crow’s Indianapolis office from 1986 to 1997. He began
his career with Trammell Crow as a leasing agent in Oklahoma City in 1983. Mr. Gillespie holds. a
Bachelor of Science degree, summa cum laude, in accountlng from Texas A&M University, and holds the
CCIM designation. ~

Gerald J.Reihsen, III serves as the Executive Vice_President—-Corpor-ate Development & Legal and
Secretary of Behringer Advisors IL Since 2001, Mr. Reihsen has served in this and similar executive
capacities with the other Behringer Harvard companies, including serving as President of Behringer Securities.

For over 20 years, Mr. Reihsen’s business and legal background has centered on sophisticated financial
and transactional matters, including commercial real estate transactions, real estate partnerships, and public
and private securities offerings. For the period from 1985 to 2000, Mr. Reihsen practiced as an outside
corporate securities attorney. After serving from 1986 to 1995 in the corporate department of Gibson, Dunn &
Crutcher, LLP, a leading international commercial law firm, Mr. Reihsen established his own firm, Travis &
Reihsen, where he served as a corporate/securltles partner until 1998. In 1998, Mr. Reihsen became the lead
partner in the corporate/secuntles section of the law firm Novakov Davis, where he served until 2000. In
2000, he practiced law as a principal of Block & Balestri, a corporate and securities law firm. In 2000 and
2001, Mr. Reihsen was employed as the Vice President — Corporate Development and Legal of Xybndge
Technologies, Inc., a telecommunications software company that Mr. Reihsen helped gulde through venture
funding, strategic alliances with international telecommunications leaders ‘and its ultimate sale to Zhone
Technologies, Inc. Mr. Reihsen holds FINRA Series 7, 24, 27 and 63 registrations. Mr. Reihsen received a
Bachelor of Arts degree, magna cum laude, from the University of Mississippi and a Juris Doctorate degree,
cum laude, from the University of Wisconsin.

Gary S. Bresky is the Chief Financial Officer of Behringer Advisors II. Mr. Bresky also serves as
Executive Vice President.and Chief Financial Officer or in similar executive capacities with other entities
sponsored by Behringer Holdmgs including Behrmger Harvard Advisors T LP. who is co-general partner of
Behringer Harvard Mid-Term Value Enhancement Fund,. Mr. Bresky also serves as Executive Vice President
of Behringer Harvard REIT I (since June 2002), Behringer Harvard Opportunity REIT 1 (since June 2007),
Behringer Harvard Opportunity REIT II (since January 2007) and Behringer Harvard Multifamily REIT I
(since August 2006). He previously served as Chief Financial Officer of Behringer Harvard REIT I (from
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June 2002 to May 2009), Behringer Harvard Opportunity REIT I (from November 2004 to November 2010),
Behringer Harvard Opportunity REIT H (from January 2007 to November 2010) and Behringer Harvard
Multifamily REIT (from August 2006 to September 2009). '

Mr. Bresky has been active in commercial real estate and related financial activities for over 15 years.
Prior to his employment with Behringer Advisors II, Mr. Bresky served as Senior Vice President of Finance
with Harvard Property Trust, Inc. from 1997 to 2001. In this capacity, Mr. Bresky was responsible for
directing all accounting and financial reporting functions and overseeing all treasury management and banking
functions -for the company. Mr. Bresky also was integral in analyzing deal and capital structures as well as
participating in all major decisions related to any acquisition or sale of assets.

From 1995 until 1996, Mr. Bresky worked in the Real Estate Group at Coopers & Lybrand LLP in
Dallas, Texas, where he focused on finance and accounting for both public and private REITs. His experience
included conducting annual -audits, preparing public securities reporting compliance filings and real estate
securities registration statements for his clients. From 1989 to 1994, Mr. Bresky worked with Ten West
Associates, LTD and Westwood Financial Corporation in Los ‘Angeles, California as a real estate analyst and
asset manager for two commercial real estate portfolios totaling in excess of $185 million. From 1988 until
1989, Mr. Bresky worked as an analysts’ assistant for both Shearson-Lehman Bros., Inc. and Hambrecht and
Quist Inc. assisting brokers in portfolio management. Mr. Bresky holds FINRA Series 7, 24, 27 and
63 registrations. Mr. Bresky received a Bachelor of Arts degree from the University of California — Berkeley
and a Masters of Business Administration degree from the University of Texas at Austin.

M. Jason Mattox is the Executive Vice President of Behringer Advisors II.and serves in a similar
capacity with other Behringer Harvard companies. From 2002 until March 2006, Mr. Mattox served as the
Senior Vice President of Behringer Advisors II. :

From 1997 until joining Behringer Advisors II in 2002, Mr. Mattox served as a Vice President of Harvard
Property Trust, Inc. and became a member of its Investment Committee in 1998. From 1999 until 2001,
Mr.  Mattox servéd as Vice President of Sun Resorts International, Inc., a recreational property investment
company, coordinating marina acquisitions throughout the southern United States and the U.S. Virgin Islands.
From 1999 until 2001, in addition to providing services related to investing, acquisition, disposition and
operational activities, Mr. Mattox served as an asset manager with responsibility for over one million square
feet of Harvard Property Trust, Inc.’s commercial office assets in Texas and Minnesota, overseeing property
performance, management offices, personnel and outsourcing relationships.

Mr. Mattox is a contlnulng member of the Building Owners and Managers Association and the National
Association of Industrial and Office Properties. Mr. Mattox holds FINRA Series 7, 24 and 63 registrations.
Mr. Mattox received both a Bachelor of Business Administration degree, with honors, and a Bachelor of
Science degree, cum laude, from Southern Methodist University.

Other Personnel

The General Partners are assisted by the officers and employees of HPT, which is the general partner of
Behringer Advisors II. HPT and its affiliates will continue to hire employees as needed. HPT and its affiliates
also will engage the services of non-affiliated third parties to assist with the identification of properties for
possible acquisition and management of our operations.

Advisory Board

We do not have a board of directors. The General Partners were initially assisted by an advisory board,
which was dissolved on March 31, 2008.

No Audit Committee; No “Audit Committee Financial Expert”

We do not have a board of directors and, as such, have no board committees such as an audit committee.
Because we do not have an audit committee, we do not have an “audit committee financial expert.” The
General Partners are responsible for managing the relationship with our Independent Registered Public
Accounting Firm.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires each director, officer, and individual beneficially owning more
than 10% of a registered security of the Partnership to file with the SEC reports of security ownership and
reports on subsequent ‘changes in ownership of our securities within specified time frames. These specified
time frames require the reporting of changes in ownership within two business days of the transaction giving
rise to the reporting obligation. Reporting persons are required to:furnish us with copies of all Section 16(a)
forms filed with the SEC. Based upon our review of the reports furnished to us pursuant to Section 16(a) of
the Exchange Act, to the best of our knowledge, all required Section 16(a) filings were timely and correctly
made by reporting persons during 2011. .

Code of Ethics

Behringer Advisors II has adopted a code of ethics applicable to its principal executive officer, principal
financial officer, principal accounting officer, controller and other employees. A copy of the code of ethics of
Behringer Advisors II may be obtained from our web site at http;/Mww.behringe_rharvard.com. The web site
will be updated to include any material waivers or modifications to the code of ethics.

Item 11. Executive Compensation.

We operate under the direction of our General Partners, which are responsible for the management and
control of our affairs. As of December 31,2011, we have not made any payments to Mr. Behringer as
compensation for serving as General Partner. The officers and employees of HPT assist the General Partners.
The officers and employees of HPT do not devote all of their time to managing us, and they do not receive
any compensation from us for their services. We pay fees and expense allocations to Behringer Advisors II
and its other affiliates as provided for in our Partnership Agreement. We do not directly compensate the
executive officers of our General Partner, nor do we reimburse our General Partner for compensation paid to
the executive officers, for services rendered to us. Reimbursement for the costs of salaries and benefits of the
employees of our General Partner relate to compensation paid to the General Partner’s employees that provide
services to us such as accounting, administrative or legal, for which our General Partner or its affiliates are not
entitled to a separate fee. Accordingly, we do not have, and our General Partners have not considered, a
compensation policy or program for themselves, their affiliates, any employees of Behringer Advisors II or
any employees of affiliates of our General Partners and have not included a Compensation Discussion and
Analysis in this Annual Report on Form 10-K. See “Item 13. Certain Relationships and Related Transactions,
and Director Independence” for a description of the fees payable and éxpénses reimbursed to our affiliates.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

-We do not have any officers or directors. Our two General Partners, Mr. Behringer and Behringer
Adpvisors II, each own 50% of the general partnership interests. We do not maintain any equity compensation
plans, and no arrangements exist that would, upon operation, result in a change in control.
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The following table sets forth information as of March 19, 2012 regarding the beneficial ownership of
our limited partnership and general partnership interests by each of our.General Partners, each director or
executive officer of 'our General Partner, Behringer Advisors II, and all directors and officers of Behringer
Adpvisors IT as a group. There were no limited partners known by us who beneficially owned more than 5% of
our limited partnership units as.of March 19, 2012. The percentage of beneficial ownership is calculated based
on 10,803, 839 limited partnership units and contnbutlons from our General Partners. »

Lmuted Partnership
Units Beneﬁclally Percent of

Title of class - : "' Beneficial owner ’ ) Owned Class
General partner interest . . Robert M. BehringerV®®® o 0 - 50%
General partner interest . . Behringer Harvard Advisors II LP(l)(3)(4) » : 0o 50%
Limited partner interest . . . Robert M. Behringer™® T : 386.74 ‘ *
Limited partner interest . . Robert S. Aisner™@® : ‘ 386.74 : *
Limited partner interest . . - Michael J. ©’Hanlon’® ' 0 *
Limited partner interest . . Samuel A. Gillespie™® - 0 *
Limited partner interest . . Gerald J. Reihsen, ITV® 0 *
Limited partner interest . . Gary S. Bresky™® 0 *
Limited partner interest . . M. Jason MattoxV® 0 *

All current executive officers as a group
Limited partner interest . . (7 persons) , 773.48 *

* - Denotes less than 1% .

(1) The - address of Messrs. -‘Behringer, - Aisner, O’Hanlon, Gillespie, Reihsen, Bresky, Mattox and
Behringer Advisors II is 15601 Dallas Parkway, Suite 600, Addison, Texas 75001. ,

(2) Executive Officers of Behringer Advisors II.

(3) General Partners. - ‘

(4) Consists of $500 of combined general partnership interests held directly by Mr. Behringer and
- Behringer Advxsors IL

Item 13 Certain Relatlonshlps and Related Transactions, and Director Independence

Transactlons with Related Persons

The General Partners and certain of their affiliates are entitled to receive fees and compensation in
connection with the management and sale of our assets, and have received fees in the past in connection with
the Offering and acquisitions. Our General Partners have agreed that all of these fees and compensation will
be allocated to Behringer Advisors II since the day-to-day responsibilities of serving as our general partner are
performed by Behringer Advisors II through the executive officers of its general partner.

Behringer‘Advisors II or its affiliates have received acquisition and advisory fees of up to 3% of the
contract purchase price of each asset for the acquisition, development or construction of real property.
Behringer Advisors II or its affiliates have also received up to 0.5% of the contract purchase price of the
assets acquired by us for reimbursement of expenses related to making investments. During the years ended
December 31, 2011, 2010 and 2009, Behnnger Advisors II earned no acquisition and advisory fees nor were
they reimbursed for acquisition related expenses.

For the managenient and leasing of our properties, we pay HPT Management Services, LLC, Behringer
Harvard Short-Term Management Services; LLC or Behringer Harvard Real Estate Services, LLC, or their
affiliates (individually or collectively: refeired to as “Property Manager™), affiliates of our General Partners,
property management and. leasing fees equal to the lesser of: (a) the amounts charged by unaffiliated persons
rendering comparable services in the same geographic area or (b)(1) for commercial properties that are not
leased on a long-term net lease basis, 4.5% of gross revenues, plus separate leasing fees of up to 1.5% of
gross revenues based upon the customary leasing fees applicable to the geographic location of the properties,
and (2) in the case of commercial properties that are leased on a long-term net lease basis (ten or more years),
1% of gross revenues plus a one-time initial leasing fee of 3% of gross revenues payable over the first
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five years of the lease term. We reimburse the costs and expenses incurred by our Property Manager on our
behalf, including the wages and salaries and other employee-related expenses of all on-site employees who are
engaged in the operation, management, maintenance and leasing or access control of our properties, including
taxes, insurance and benefits relating to such employees, and legal, travel -and other out-of-pocket expenses
that are directly related to the management of specific properties. During the years ended December 31, 2011
and 2010 we incurred property management fees payable to our Property Manager of $0.2 million and
$0.4 million, respectively, of which approximately $0.1 million and $0.3 million, respectively, is included in
discontinued operations. During the year ended December 31, 2009 we incurred property management fees
payable to our Property Manager of $0.4 million of which approximately $0.3 million is included in loss from
discontinued operations, respectively.

We pay Behringer Advisors II or its affiliates an annual asset management fee of 0.5% of the contract
purchase price of our assets. Any portion of the asset management fee may be deferred and paid in a
subsequent year. During the year ended December 31, 2011, we incurred asset management fees of $1 million,
of which approximately $0.1 million was capitalized to real estate inventory, approximately $0.1 million was
included in loss from discontinued operations and approximately $50,000 was waived. During the year ended
December 31, 2010, we incurred asset management fees of $1.1 million, of which approximately $0.2 million
was capitalized to real estate inventory, $0.3 million was included in loss from discontinued operations and
approximately $65,000 was waived. During the year ended December 31, 2009, we incurred asset
management fees of $1.1 million, of which $0.1 million was capitalized to real estate, $0.3 million was
included in loss from discontinued operations and $31,000 was waived.

In connection with the sale of our properties, we will pay to the General Partners or their affiliates a real
estate commission in an amount not exceeding the lesser of: (a) 50% of the reasonable, customary and
competitive real estate brokerage commissions customarily paid for the sale of a comparable property in light
of the size, type and location of the property, or (b) 3% of the gross sales price of each property, subordinated
to distributions to limited partners from the sale proceeds of an amount which, together with prior
distributions to the limited partners, will equal (1) 100% of their capital contributions plus (2) a 10% annual
cumulative (noncompounded) return of their net capital contributions. Subordinated real estate commissions
that are not payable at the date of sale, because limited partners have not yet received their required minimum
distributions, will be deferred and paid at such time as these subordination conditions have been satisfied. In
addition, after the limited partners have received a return of their net capital contributions and a 10% annuai
cumulative (noncompounded) return on their net capital contributions, then the General Partners are entitled to
receive 15% of the remaining residual proceeds available for distribution (a subordinated participation in net
sale proceeds and distributions); provided, however, that in no event will the General Partners receive in the
aggregate more than 15% of sale proceeds remaining after the limited partners have received a return of their
net capital contributions. Since the conditions above have not been met at this time, we incurred no such real
estate commissions for the years ended December 31, 2011, 2010 and 2009.

We may pay Behringer Advisors II or its affiliates a debt financing fee for certain debt made available to
us. Behringer Advisors II charged us no such debt financing fees for the years ended December 31, 2011,
2010 and 2009.

We may reimburse Behringer Advisors II for costs and expenses paid or incurred to provide services to
us including direct expenses and the costs of salaries and benefits of certain persons employed by those
entities' and performing services for us, as permitted by our Partnership Agreement. For the year ended
December 31, 2011 we incurred $0.3 million for administrative services, all of which was waived. In addition,
Behringer Advisors II or its affiliates waived $3.7 million for reimbursement of operating expenses for the
year ended December 31, 2011, which is classified as a capital contribution on our consolidated statement of
equity (deficit). For the year ended December 31, 2010, we incurred such costs for administrative services
totaling $0.4 million, all of which was waived. In addition, Behringer Advisors II or its affiliates waived
$7.0 million for reimbursement of operating expenses for the year ended December 31, 2010, which is also
classified as capital contributions from our general partners on our consolidated statement of equity (deficit).
For the year ended December 31, 2009, we incurred such costs- for -administrative services totaling
$0.5 million of which approximately $0.2 million was waived. In addition, Behringer Advisors II waived
$0.1 million for reimbursement of expenses for the year ended December 31, 2009.
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On November 13, 2009, we entered into the Amended BHH Loan. On December 31, 2010 and 2009
Behringer Holdings forgave $2.8 million and $15 million, respectively, of principal borrowings and all accrued
interest thereon, Wthh have been accounted for as capital contributions by our General Partners. The
outstanding principal balance under the Amended BHH Loan as of December 31, 2011 and 2010 ‘was
$11.1 million. We entered into the 2011 Amended BHH Loan on March 29, 2011. Borrowings under the 2011
Amended BHH Loan are being used pr1nc1pa11y to finance general working capital and capital expenditures.
While we would normally explore obtaining additional liquidity of this sort in the debt market, the debt
market has tightened and we accessed ‘support from our Sponsor instead. The 2011 Amended BHH Loan is
unsecured and bears interest at a.rate of 5.0% per annum, with the accrued and unpaid amount of interest
payable until the pnnc1pa1 ‘amount of each advance under the note is paid in full. The maturity date of all
borrowmgs under the 2011 Amended BHH Loan is March 29, 2014

In--addition, on October 1, 2010, Behringer Harvard Mountain Village; LLC éntered into the
BHH Cassidy Ridge Loan. Proceeds from the loan were used to complete construction of the condominiums
at Cassidy Ridge. Thé loan bears interest at 5% and matured on October 1, 2011. The loan is subordinate to
the Cassidy Ridge Loan Agreement. We have not received notice of demand for payment from ‘Behringer
Holdings and they currently have no intention to do so. The outstanding principal balance under the loan was
$0.9 million and $0.6 million at December 31, 2011 and 2010, respectively.

While it is unclear when the overall economy will recover, we do not expect conditions to improve
significantly in the near future. Management expects that the current volatility in the capital markets will
continue, at least in the short-term. As a result, we expect that we will continue to require liquidity support
‘from our Sponsor through December 2012. Our Sponsor, subject to its approval may make available to us
additional funds under the 2011 Amended BHH Loan, potentially up to the borrowing 11m1ts thereunder. There
is no guarantee that our Sponsor will provide additional liquidity to us.

At December 31, 2011 and 2010, we had payables to related parties of approximately $3.4 million and
$2.3 million, respectively. These balances consist primarily of interest accrued on the Amended BHH Loan
and management fees payable to our Property Manager.

We are dependent on Behringer Advisors II, our Property Manager, or their affiliates, for certain services
that are essential to us, including disposition decisions, property management and leasing services and other
general and administrative responsibilities. In the event that these companies are unable to provide the
respective services to us, we will be required to obtain such services from other sources.

Policies and Procedures for Transactions with Related Persons

The agreements and arrangements among us, our General Partners and their affiliates have been
established by our General Partners, who believe the amounts to be paid thereunder are reasonable and
customary under the circumstances. In an effort to establish standards for minimizing and resolving potential
conflicts of interest, our General Partners have agreed to- the guidelines and limitations set forth in our
Partnership Agreement. Among other things, these provisions:

» set forth the specific conditions under which we may own or lease property jointly or in a partnership
with an affiliate of the General Partners;

¢ prohibit loans by us to our General Partners or their affiliates;

»  prohibit the commingling of partnership funds (except in the case of making capital contributions to joint
ventures and to the limited extent permissible under the NASAA Guidelines); and

e  with certain exceptions, prohibit our General Partners from merging or consolidating us with another
partnership or a corporation or converting us to a corporation unless the transaction complies with certain
terms and conditions, including first obtaining a majority vote of our limited partners.

In addition, our General Partners have a fiduciary obligation to act in the best interests of both our
limited partners and the investors in other affiliated programs and will use their best efforts to ensure that we
will be treated at least as favorably as any other affiliated program.
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Item 14. Principal Accountant Fees and Services.

Because we do not have a board of directors or any board committees, including -an audit committee, the
General Partners pre-approve all auditing and permissible non-auditing services provided by our independent
registered public accounting firm. The independent public accountants may not be retained to perform the
non-auditing services specified in Section 10A(g) of the Exchange Act.

Fees Paid to Principal Independent PubblicﬂRegistered Accounting Firm

The following table presents (in thousands) aggregate fees for professional audit services billed to us for
the fiscal years ended December 31, 2011 and 2010 by our independent registered public accounting firm,
Deloitte & Touche LLP, the member firm of Deloitte Touche Tohmatsu, and their respective affiliates
(collectively, “Deloitte Entities™):

: 2011 2010
Audit Fees® .. ... .. ... . ... . ... ..., S $345 $380
‘Audit—RelatedA Bees . .o e — —
Tax Fees® .. ... ... ... ... 80 _ 74

Total Fees . ... oo e e $425 $454

(1) Audit fees consisted of fees for professional services performed in connection with the audit of our
* annual consolidated financial statements and review of consolidated financial statements included in
our Forms 10-Q.
(2) Tax fees consist principally of fees for assistance with matters related to tax compliance, tax planning
and tax advice.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(@)

®

©

List of Documents Filed.
1.  Financial Statements

The list of the financial statements filed as part of this Annual Report on Form 10-K is set forth on
page F-1 herein. .

2. Financial Statement Schedules
Schedule IT — Valuation and Qualifying Accounts
Schedulé III — Real Estate and Accumulated Depreciation
3.  Exhibits

The list of exhibits filed as paﬁ of this Annuél Report on Form 10-K is submitted in the Exhibit
Index following the financial statements in response to Item 601 of Regulation S-K.

Exhibits.

The exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index
attached hereto. - S

Financial Statement Schedules.

All financial statement schedules, except for Schedule IT and HI (see (a) 2. above), have been omitted
because the required information of such schedules is not present, is not present in amounts sufficient to
require a schedule or is included in the financial statements.
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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.

March 29, 2012

Behringer Harvard Short-Term Opportunity Fund I LP

By: /s/ Michael J. O’Hanlon

Michael J. O’Hanlon
Chief Executive Officer and President of
Behringer Harvard Advisors ILLP

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 and on the dates indicated.

March 29, 2012

March 29, 2012

March 29, 2012

/s/ Michael J. O’Hanlon

Michael J. O’Hanlon
Chief Executive Officer and President of

- Behringer Harvard Advisors II' LP

(Principal Executive Officer)

/s/ Gary S. Bresky

Gary S. Bresky

Chief Financial Officer of Behringer Harvard Advisors II LP
(Principal Financial Officer)

/s/ S. Jason Hall

S. Jason Hall
Treasurer of Behringer Harvard Advisors II LP

~(Principal Accounting Officer)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Partners of
Behringer Harvard Short-Term Opportunity Fund 1 LP
Addison, Texas

We have audited the accompanying consolidated balance sheets of .the Behringer Harvard Short-Term
Opportunity Fund I LP and subsidiaries (the “Partnership”) as of December 31, 2011 and 2010 and the
related consolidated statements of operations and éomprehensivé loss, equity- (deficit) and cash flows for each
of the three years in the period ended December 31, 2011. Our audits also included the financial statement
schedules listed in the Index at Item 15. These financial statements and financial statement schedules are the
responsibility of the Partnership’s management. Our responsibility is to express an’ 0p1n10n 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.oebtain reasonable
assurance about whether the financial statements are free of material misstatement. The Partnership 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 Partnership’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 the Partnership at December 31, 2011 and 2010, and the results of its operations and its 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.

The accompanying consolidated financial statements have been prepared assuming that the Partnership
will continue as a going concern. As discussed in Note 1 to the consolidated financial statements, the
Partnership is facing a significant amount of debt maturities in the near future and debt which has matured but
remains unpaid, which is recourse to the Partnership. The uncertainty surrounding the ultimate outcome of
settling unpaid debt and its effect on the Partnership, as well as the Partnership’s operating losses at its
subsidiaries, raise substantial doubt about its ability to continue as a going concern. Management’s plans
concerning these matters are also discussed in Note 1 to the financial statements. The financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

As discussed in Note 3 to the consolidated financial statements, the Partnership has changed its method
of presenting comprehensive income in 2011 due to the adoption of FASB Accounting Standards Update
No. 2011-05, Presentation of Comprehensive Income. The change in presentation has been applied
retrospectively to all periods presented.

/s/ Deloitte & Touche LLP

Dallas, Texas
March 29, 2012



Behringer Harvard Short-Term Opbortunity Fund I LP

Consolidated Balance Sheets
As of December 31, 2011 and 2010
. {in-thousands, except unit amounts) .

Assets
Real estate

‘Buildings and improvements, Net . . .. ... ...
Tofal real eState. . . .. ... ..o\ttt e

Real estate inventory, MEt . . . . ... . ottt e e
Cash and cash equivalents e
Restricted cash . .. ... ... i
Accounts recelvable, net. . ... e e PR
Prepaid expenses and other assets . ............. F
Furniture, fixtures; and equipment, net . .. ........... .. ... ... ... ...
Deferred financing fees, net . .. ....... .. .. .. . o .
Lease intangibles, net. . . . ... .. e e e e e e e e
Total AL . . . . e e e e e e e e

Llabllltles and Equnty (deficit)

Liabilities
Notes payable. . . . .. ... e
Notes payable to related party. . . . . P S R
Accounts payable . PP
Payables to related parties. . . ... ..o e
Accrued liabilitiés . . . .. . .. e e e e

Total liabilities . ... .. ... ... i

Commitments and contingencies

Equity (deﬁclt)
Partners? capital (deficit)
L1m1ted partners — 11,000,000 units authonzed 10,803,839 units issued and
outstandmg at December 31, 2011 and 2010 ........... .. ... ...
General Parthers . . .o\ v vt e
Partners’ capital (deficit) . . . . . .. e e i U
Noncontrollmg mterest (deﬁc1t) ..................................
Total equity (deficit) . ....... e e e e e e
Total liabilities and equity (deficit) . . .. ................. ... ........

See Notes to Consolidated Financial Statements.

F-3:

2011 2010
$ 13,459  $ 29,709
60,946 98,415
74,405 128,124
28,849 60,925
3,296 2,040
2,731 3,039
2,912 3,827
828 892
330 1,203
591 683
2,084 2,575
$116,026  $203,308
$111,724  $153,430
12,018 11,693
692 2,801
3,424 - 2,302
8,948 7,234
136,806 177,460
(52,909) (4,768)
38,437 34,729
(14,472) 29,961
(6,308) (4,113)
(20,780) 25,848
$116,026  $203,308




Behringer Harvard Short-Term Opportunity Fund I LP

Consolidated Statements of Operations and Comprehensive Loss
For the Years Ended December 31, 2011, 2010 and 2009
(in thousands, except per unit amounts)

Revenues
Rental revenue. . . .. ..........c. i,
Hotelrevenue .. ........ ... . ...,
Real estate inventory sales. . .. ....................
Total revenues. . . . . ........ ..

Expenses
Property operating eXpenses. . . . . . ... et
Asset impairment Joss. . . ... ... i
Inventory valuation adjustment. . . ..................
Interest expense, Met. . . . ..o v v iv et iinn e
Real estate taxes, net . . . ... .o ennn.
Property and asset management fees. . ...............
General and administrative .. .....................
Depreciation and amortization . . ...................
Cost of real estate inventory sales. . . .. ..............
Total expenses. . .. ................ e
Interest inCOME. . . . . . vt v v ittt et e e e e e
Loss on derivative instrument, net. . . .. .................
Gain on troubled debt restructuring . . ... ........ ... .. ...
Loss from continuing operations before income taxes. . . .. ..
Provision for income taxes. . ... . e e
Loss from continuing operations. . . .. .................
Loss from discontinued operations . . ... ...............
Netloss ... ..ottt
Noncontrolling interest in continuing operations . ...........
Noncontrolling interest in discontinued operations . . .. .......
Net loss attributable to noncontrolling interest. . . . ... ... ..
Net loss attributable to the Partnership. . . ..............
Amounts attributable to the Partnership
Continuing Operations . . ............c.vieunenn...
Discontinued operations . . . .. ... ... i i
Net loss attributable to the Partnership. . . ... ...........
Basic and diluted weighted average limited partnership units
outstanding . . . . ....... ... ... . L e
Net loss per limited partnership unit — basic and diluted
Loss from continuing operations attributable to the
Partnership . .. ... e
Loss from discontinued operations attributable to the
Partnership . . .. ... ... . ...
Basic and diluted net loss per limited partnership unit. . . . ..

Comprehensive loss:
Netloss. . ..t e
Other comprehensive income:

Unrealized gain on interest rate derivatives . .............
Comprehensiveloss . .......... ... ... o i

2011 2010 2009
$ 4,487 $ 3,974 $ 3,241
14,158 12,732 12,382
5,560 1,680 310
24,205 18,386 15,933
14,603 14,134 14,102
11,625 2,345 —
26,768 1,886 541
7,822 3,669 4,953
1,781 1,739 1,592
1,414 1,202 1,227
896 1,143 1,550
4,030 4,574 4,212
5414 1,718 263
74,353 32,410 28,440
183 145 26
— (39 (492)

— 125 —
(49,965) (13,793) (12,973)
(112) (166) (199)
(50,077) - (13,959) (13,172)
(80) (4,755) (2,300
(50,157) (18,714) (15,472)
1,985 2,079 2,413
31 21 21
2,016 2,100 2,434
$(48,141)  $(16,614)  $(13,038)
$(48,092)  $(11,880) $(10,759)
49 (4,734 (2,279)
$(48,141)  $(16,614)  $(13,038)
10,804 10,804 10,804
$ 445 $ (1.10) $ (1.00)
— (0.44) 0.21)
$ (445 $ (1549 $ (121
$(50,157)  $(18,714) $(15,472)
— — 735
$(50,157)  $(18,714) $(14,737)

See Notes to Consolidated Financial Statements.
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Balance as of

 January 1,2009 . . . ..
Netloss. . . ........

Reclassifications due to

hedging activities . . . .
Notes receivable . . . . . .
Contributions . . . .~ . ..
Distributions . . . . .. ..

Balance as of

December 31, 2009 . . . .
Netloss. . .........

Contributions . . . ... ...

Balance as of

December 31, 2010 . .. .
Netloss. . . ........

Contributions . ... . .. ..
Distributions . . . .. ...

Balance as of

December 31,2011 . . . .

Behringer Harvard Short-Term Opportunity Fund I LP

Consolidated Statements of Equity (deficit)

For the Years ended December.31, 2011, 2010 and 2009

(in thousands)

Accumulate‘d
General Partners Limited Partners " Accumulated Comer:g: nsive
) Other Attributable
Accumulated - Number of Accumulated  Comprehensive to the - Noncontrolling
Contributions Losses Units .~ Contributions Losses Income (Loss) Partnership Interest Total

$ 9,208 $ — 10,804 $76,039 $ (49,638) $(735) $ (50,373) $ 317 $ 35,191
(13,038) (13,038) (2,434) (15,472)

735 735 — 735
(334) (334)

- 15,459 334 15,793
: (1,517) (1,517)

24,667 — 10,804 74,522 (62,676) — (62,676) < (2,117) 34,396
(16,614) (16,614) (2,100) (18,714)

(966) (966)

10,062 1,070 11,132
34,729 — 10,804 74,522 (79,290) —_ (79,290) (4,113) 25,848
- (48,141) i (48,141) (2,016) (50,157)

(377) (377)

3,708 377 4,085
(179) (179)

$3§,437 ) $ — , 10,804 $74,522 ' $(127,431) $ — - $(127,431) $(6,308) $(20,780)

See Notes:.to Consolidated Financial Statements.
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Behringer Harvard Short-Term Opportunity Fund 1 LP

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2011, 2010 and 2009

(in thousands)

2011 2010 2009
Cash flows from operating activities
Net 108S. . o oottt e e e e $(50,157) $(18,714) $(15,472)
Adjustments to reconcile net loss to net cash used in operating activities: :
Depreciation and amortization. . . . . ............ . ... . ... .. 5,626 7,373 7,630
Asset impairment 10SS. . . . . . . ... e e 21,765 5,118 —
Inventory valuation adjustment . . . .. ... ... ... ... ... . ... 26,768 1,886 541
Lossonsaleofassets. . ... .... ...t iniinnn.. 15 — —
Gain on sale of discontinued operations. . . ... ............... (75) — —
Gain on troubled debt restructuring . . . .. ... oo (12,842) (125) —
Loss on derivative instrument, net . . . . . ... ... ... ... ... .. — 39 492
Changes in operating assets and liabilities:
Realestate inventory . . . ... .. ... ..« ..., 2,742 (14,236) (9,931)
Accounts receivable. . . . . . . ... e (131) 78 362
Prepaid expenses and other assets . . . ..................... 54 193 194
Leaseintangibles. . . . ... ... ... .. ... ... (1,466) (256) (94)
Accounts payable . . . ... .. ... e 188 (415) 48
Accrued Liabilities . . . . . ... .. . .. e 3,735 (130) (1,987)
 Payables or receivables with related parties. . . . . . .. e 1,275 1,423 1,062
Cash used in operating activities. . . . . ...................... (2,503) (17,766) (17,155)
Cash flows from investing activities
Proceeds from sale of assets . . . . ... .. ... ... . ...t 24,508 — —_
Capital expenditures forreal estate . . . ... ... ................ (1,439) (651) (519)
Changeinrestrictedcash . . . ... ... ... ... .. (66) (519) 111
Cash provided by (used in) investing activities . . . . . ... ... ... .. .. 23,003 (1,170) (408)
Cash flows from financing activities : '
Proceeds fromnotes payable . . . . ... ... ..o o oL 11,435 15,858 4,607
Proceeds from note payable to related party. . . ... ........... ... 325 575 15,648
Payments onnotes payable . . . . . ..... ... ... ... . ... (34,070) (4,308) (3,131)
Payments on capital lease obligations. . . . . ................... (54) (66) 60)
Financing CostS . . . . . . . o it it e (409) 127) (344)
Distributions. . . . ... ... ... .. . . . e e e — — Q,777)
Distributions to noncontrolling interest holders . . . . . ... ... ......: 179) — —
Contributions from noncontrolling interest holders. . . . .. ... .. PR —_ 104 —
Contributions from general partners. . . . . . ... ... ... .t nn... 3,708 6,976 —
Cash provided by (used in) financing activities. . . .. ............. (19,244) 19,012 14,943
Net change in cash and cash equivalents. . . ... ................ 1,256 76 (2,620)
Cash and cash equivalents at beginning of year. . . . . ... .......... 2,040 1,964 4,584
Cash and cash equivalents atend of year . .. .................. $ 3296 $ 2,040 $ 1,964
Supplemental disclosure:
Interest paid, net of amounts capitalized . . . . .................. % 7317 $ 3922 $ 4973
Income tax paid. . . . . ... ... ... . L $ 178 $ 149 $ 203
Non-cash investing activities:
Notes receivable from noncontrolling interest holder .. ... ......... $ 377 $ 966 $ 334
Capital expenditures for real estate in accrued liabilities . . . ... ... ... $ 983 $ 15 $ 56
Reclassification of real estate inventory to buildings. . . .. .......... $ - — $ 4381 $ 14,485
Property improvements funded by tenant. . . . ... ... ..., ........ $ 462 $ — $ —
Transfer of real estate and lease intangibles through cancellation of debt . .  $ 7,777 $ — S —
Non-cash financing activities:
Contributions from noncontrolling interest holder . . .. ... ... ...... $ 377 $ 966 $ 334
Cancellation of debt through discounted payoff. . . . ... ... .. .. FUN $ 8,045 $ — $ —
Financing costs in accrued liabilities . . . . ... ................. $ — $ 412
Contribution from general partner. . . . . ... .. ......c.... ... $ — $ 3,086 $ 15,459
$ 10,866 $ — $ —

Cancellation of debt through transfer of real estate. . . ... ...........

See Notes to Consolidated Financial Statements.
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Behringer Harvard Short-Term Opportunity Fund I LP

Notes to Consolidated Financial Statements

1. Business and Organization

‘Business

Behringer Harvard Short-Term Opportunity Fund I LP (which may be referred to as the “Partnership,”
“we,” “us,” or “our”) is a limited partnership formed in Texas on July 30, 2002. Our general partners are
Behringer Harvard Advisors II LP (“Behringer Advisors II”’) and Robert M. Behrlnger (collectively, the
“General Partners”) We were funded through capital contributions from our General Partners and initial
limited partner on September 20, 2002 (date of inception) and offered our limited partnership units pursuant to
a public offering which commenced on February 19, 2003 and was terminated on February 19, 2005
(the “Offering”). The Offering was a best efforts continuous offering, and we admitted new investors until the
termination of the Offering. Our limited partnership units are not currently listed on a national exchange, and
we do not expect any public market for the units to develop. We have used the proceeds from the Offering,
after deducting offering expenses, to acquire interests in twelve properties, including seven office building
properties (one of which has been converted to a data center), one shopping/service center, a hotel
redevelopment with an adjoining condominium development, two development properties and undeveloped
land. We do not actlvely engage in the business of operating the hotel. As of December 31, 2011, four of the
twelve properties we acquired remain in our portfolio. Our Agreement of Limited Partnershlp, as amended
(the “Partnership Agreement’), provides that we will continue in existence until the earlier of December 31,
2017 or termination of the Partnership pursuant to the dissolution and termination provisions of the
Partnership Agreement.

Our principal demands for funds in the next twelve months and beyond will be for the payment of costs
associated with lease-up of available space at our operatlng propertles Partnership operating expenses and for
the payment of recurring debt service, further principal paydowns and reserve requirements on our outstanding
indebtedness as required by our lenders. As a result of current economic and market conditions, our ability to
continue as a going concern is dependent on the willingness and ability of our General Partners or their
affiliates to provide us with sources of liquidity and our ability to resolve our current debt maturities.
Although we have had to extend beyond our original target life of three to five years after the end of the
Offering, we are designed to be self-liquidating and thus not intended to continue as a long-term going
concern. During the year ended December 31, 2011, Behringer Advisors II or its affiliates waived
reimbursement of administrative services, asset management fees and reimbursement of operating expenses
totaling $4.1 million, of which $3.7 million is classified as a capital contribution from our General Partners on
our consolidated statement of equity (deficit). During the year ended December 31, 2010, Behringer
Advisors II or its affiliates waived reimbursement of administrative expenses, asset management fees and
reimbursement of operating expenses totaling $7.5 million, of which $7.0 million is classified as capital
contributions from our General Partners on our consolidated statement of equity (deficit). In addition,
Behringer Harvard Holdings LLC (“Behringer Holdings” or ‘our “Sponsor”’), forgave $2.8 million of principal
borrowings and all accrued interest thereon under a loan agreement which was also accounted for as a capital
contribution by our General Partners.

We signed a long-term full bulldlng lease that began October 1, 2011 at 1221 Coit Road which totals
approximately 20% of the rentable square feet in our office and data center properties and we continue to
" negotiate with prospective tenants regarding space at 250/290 John Carpenter. Our current business plan calls
for us to fund our liquidity requirements from proceeds from the disposition of properties and borrowings,
however, as a result of current economic conditions, our ability to do so is subject to certain factors beyond
our control In addition, we may also seek to raise capital by contributing one or,more of our existing assets to
a joint venture with a third party. Investments in joint ventures, under certain circumstances, involve risks not
present when a third party is not involved. Our ability to successfully identify, negotiate, and complete joint
venture transactions on acceptable terms or at all is highly uncertain in the current economic environment.

F-7



Behringer Harvard Short-Term Opportunity Fund I LP
Notes to, Consolidated Financial Statements

1. Business and Organizati_on — (continued)

We continue to prepare and assess.properties for potential sale. In order to provide additional liquidity for
the execution of our current business plan, we disposed of a number of our investments in 2011 and have
identified additional investments for disposition in 2012. On December 16, 2011, we sold 5050 Quorum for a
contract sales price of $6.8 million. Proceeds from the sale were used to fully satisfy the existing indebtedness
associated with the property, resulting in a gain on troubled debt restructuring of approximately $4.8 million
which is included in discontinued operations. On June 30, 2011, we sold Landmark I and Landmark II
(collectively, “Landmark I and II”). Proceeds from the salé of Landmark I and II of $16.2 million were used
to fully satisfy the existing indebtedness associated with the property of $21 million, resulting in a gain on
troubled debt restructuring of $4.9 million which is included in discontinued operations on our consolidated
statements of operations for the year ended December 31, 2011. The sale contract for each of 5050 Quorum
and Landmark I and I provides that we retain a promoted interest in distributable cash related to the
buildings, meaning that ‘we would share in the profits and cash flows of these properties once a certain
threshold is’ miet. Addltlonally, on December 16, 2011 we- sold Bretton Woods, which was comprised of
constructed  luxury homes and developed land lots, to an unaffiliated third party for a sales price of
$2.3 million and all of the proceeds were used to fully satisfy the existing indebtedness associated with the
property. In addition, we are- currently negotiating a new- contract for the sale of 250/290 John Carpenter
Freeway which contains approximately 539,000 rentable square feet. In some instances, to preserve cash, it
may be in the best interests of unit holders to allow lenders to take possession of certain properties when they
are no longer economically viable, such as Plaza Skillman, which was placed into receivership in
October 2010 and transferred to the associated lender pursuant to a foreclosure ‘in July 2011, and
Mglissa Land, on which the lender foreclosed in December 2011. As a result of our current liquidity needs
and unstable credit market conditions lumtmg available resources through additional borrowings for a
closed-end, finite life fund, we may. “have to sell a property ‘under terms that are less advantageous than we
could achieve with a longer holding period. HOWever there can be no assurance these future dispositions will
occur, or, if they occur, that they will help us to achleve our liquidity objectrves

The effects of the recent economic downturn’ have caused us to reconsider our strategy for certain of our
properties where we believe the principal balance of the debt encumbering the property exceeds the value of
the asset under current market conditions. In those cases where we believe the value of a property is not
hkely to recover in the near’ future, we believe there are more effective uses for qur capital, and as ‘a result we
may cease making debt service payments on certain property level debt, resulting in-defaults or events of
default under’ the related loan agreements. We are in active negotiations with certain lendefs to refinance or
restructure debt in a manner that we believe is the best outcome for us and our unitholders and expect that
some loans may-be resolved through a discounted purchase or payoff of the debt and, in certain situations,
other loans may be resolved by negotlatmg agreements conveying the propertres to the lender

Of our $123.7 rnllhon in' notes- payable at' December:31,- 2011, $52.6 million has matured and is
subsequently in default and an additional $50.9 million-is scheduled to mature in the next twelve months. As
of December 31, 2011, of our $123.7 million in notes payable, $111.3 million was secured: by properties and
$101.3 million was recourse to us. We continue to negotiate with the lenders to refinance or restructure the
loans. We currently expect to use proceeds from the disposition of properties and additional borrowings to
continue making our scheduled debt service payments on certain properties until the maturity dates of the
loans are extended, the loans are refinanced or the outstanding balance of the loans is completely paid off.
There is no guarantee that-we will be able to refinance our berrowings with more or less favorable terms or
extend the 'maturity dates of ‘such loans. In the event that any of the lenders demanded immiediate payment of
an entire loan balance, we ‘would have to consider all avallable alternatives, including transferring legal
possess1on ‘of the relevant property to the lender



Behringer Harvard Short-Term Opportunity Fund I LP
Notes to Consolidated Financial Statements

1. Business and Organization ~ (continued)

As is usual for opportunity style real estate programs, we are structured as a finite life vehicle with the
intent to full cycle by selling off our assets. Although we have extended beyond our original target life, as
previously reported, we have entered into our disposition phase and we are in the process of selling our assets
and winding up operations over approximately the next two years, with the goal of returning capital to our
investors. As is typical in the commercial real estate industry, the original puichases of the portfolio properties
were financed using leverage. Thus, as these dispositions are made, the associated debt on the properties must
first be repaid before any remaining proceeds are returned to investors.

The preparation of financial statements of a going concern generally contemplates realization of assets
and settlement of liabilities in the normal course of business. The conditions and events described above raise
substantial doubt about our ability to continue as a going concern. The accompanying consolidated financial
statements do not include any adjustments to reflect the possible future effects on the recoverability of assets
or the amounts of liabilities that may result should we be unable to continue as a going concern. Our current
plans are to use proceeds from the disposition of properties and additional borrowings to make payments on
our outstanding debt until the maturity dates of the loans are extended, the loans are refinanced or the
outstanding balance of the loans is completely paid off, pay for on-going capital needs, fund operations and, if
available, make spe01a1 distributions to our unitholders. For property-related loans that have matured, we are
negotiating discounted loan payoffs or the transfer of the relevant property to the lender.

2. Summary of Significant Accounting Policies

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America (“GAAP”) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reponed amounts of revenues and expenses durmg the reporting period. These
estimates include such items as purchase price | allocaﬁon for real estate-acquisitions, impairment of long-lived
assets, inventory valuation adjustments,. deprematlon and amortization and allowance for doubtful accounts.
Actual results could differ from those estimates. :

Principles of Consolidation and Basis of Presentation

‘The consolidated financial statements. include our accounts and the accounts of our subsidiaries. All
inter-company transactions, balances and profits have been eliminated in consolidation. Interests in entities
acquired are evaluated based on GAAP; which“includes the requirement to consolidate entities deemed to be
variable -interest entities (“‘VIE”) in which we are the prithary beneficiary. If the interest in the entity is
determined fiot to be a-VIE, then the éntities are evaluated for consolidation based on legal form, economic
substance, and the extent to which-we have control and/or substantive participating rights under the respective
ownership agreement. In the Notes to Consolidated Financial Statements, all dollar and share amounts in
tabulation are in thousands of dollars and shares, respectively, unless otherwise noted. We have evaluated
subsequent events for recogmtlon or disclosute in our consohdated ﬁnancml statements.

Real Estate

Real estate assets are stated at cost less accumulated depreciation. Depreciation is computed using the
straight-line method, genérally over estimated useful lives of 25 years for buildings and 39 years for hotels/
mixed use properties. Major replacements where the betterment extends the useful life of the asset are
capitalized and the replaced asset and corresponding accumulated depreciation are removed from the accounts.
All other maintenance and repair items are charged to expense as incurred. '

Real estate assets also includes costs for tenant improvements paid by us, 1nc1ud1ng relmbursements to
tenants for improvements that are owned by us and will remain our property after the lease expires.
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Behringer Harvard Short-Term Opportunity Fund I LP.
Notes to Consolidated Financial Statements

2. Summary of Significant Accounting Policies — (continued)

Accumulated -depreciation and amortization related to direct investments in real estate assets. and related
lease intangibles as of December 31, 2011 and 2010 were as follows: v

Buildings and " Lease

As of December 31, 2011 L : Improvements Intangibles
Cost oo, S © $75.883 $2,728
Less: depreciation and amortization . . ... ............... : (14,937) " (644)
Net' ot e $ 60,946 - $2,084
T . R Buildings and - Lease
As of December 31, 2010 o Improvements Intangibles
Cost ....... e e e $119,903 $ 5,071
Less: depreciation and amortization . . . . . e e (21,483) (2,496)
Net....ooin o e e e e e » $ 98,415 . $2575

Due to the decline in the U.S. housing market and related condominium sector, we implemented a leasing
program beginning in the second quarter of 2009 for the unsold condominium units at Hotel Palomar and
Residences. As a result of the leasing program, approxrmately $4.4 million in costs, which include inventory
impairment charges of $2.6 million, were reclassified from real estate inventory to buildings on our
consolidated balance sheet during the year ended December 31, 2010. Our strategy for the project continues to
be to sell the units.

Real Estate Held for Sale

We classify properties as held for’ sale when certain critetia are met, in accordance with GAAP. At that
time we present the assets and obhgatrons of the property held for sale separately in our consolidated balance
sheet and we cease recording depreciation and’ amortization expense related to that property. Properties held
for sale are reported at the lower of their carrying amount or their ‘estimated fair value, less estimated costs to
sell.' We had no properties classified as held for sale as ‘of December 31, 2011 or 2010

- Impairment of Long-Lived Assets

A

For all of our real estate, we monitor events and changes in circumstances indicating that the carrying
amounts of the real estate assets may not be recoverable. Examples of the types of events and circumstances
that would cause management to assess our assets for potential impairment include, but are not limited to: a
significant decrease in the market price of an asset; a significant adverse change in the manner in which the
asset is being used; an-accumulation of costs in excess of the acquisition basis plus construction of the
property; major vacancies and the resulting loss.of revenues; natural disasters; a change in the projected
holding period; legitimate purchase offers and changes in the global and local markets. or economic conditions.
Our assets may at times be concentrated in limited geographic-locations and, to the extent that our portfolio is
concentrated in limited geographic locations, downturns specifically related to such regions may result in
tenants defaulting on their lease obligations at a portion of our properties within a short time period, which
may result in asset impairments. When such events or changes in circumstances are present, we assess
potential impairment by comparing estimated future undiscounted operating cash flows expected to be
generated over the life of the asset and from its eventual disposition to the carrying amount of the asset. In
the event that the carrying amount exceeds the estimated future undrscounted operating cash flows, we
recognize an impairment loss to adjust the carrying amount of the asset to estimated fair value. We consider
projected future undiscounted cash flows, trends, strategic decisions regardmg future developrnent plans, and
other factors in our assessment of whether impairment conditions exist. While we believe our estimates of
future cash flows are reasonable, -different assumptions regarding factors ‘such as market rents, economic
conditions, and occupancy rates could significantly affect these estimates. ~
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Behringer Harvard Short-Term Opportunity Fund I LP
Notes to- Consolidated Financial Statements

2. Summary of Significant Accounting Policies —(continued)*

Management monitors events and changes in circumstances indicating that the carrying amounts. of our
real estate assets may not be recoverable. In order to execute our business plan and provide additional
liquidity, we identified a number of our: investments for possible disposition in 2011 and 2012, thus decreasing
our projected hold period for: these investments. As.a result of shortened hold periods, overall market declines
and continuing vacancies, we recorded non-cash impairment charges of approximately $21.8 million and
$5.1 million, including discontinued operations, for the years ended December 31, 2011 and 2010,
respectively, of consolidated real estate assets. The inputs used to calculate the fair value of these assets
included projected cash flow, risk-adjusted rate of return that we estimated would be used by a market
participant in valuing this asset and third-party opinion of values. We reécorded no 1mpa1rment charges on our
consolidated.real estate assets for the year ended December 31, 2009,

Real estate values may continue to have fluctuations due to, among other things, the current economic
environment and, as a result, there can be no assurance we will not have impairments in the future. Any such
charges could have an adverse effect on our consolidated financial position and operations.

Real Estate Inventory

Real estate inventory is. stated at the lower of cost or fair market value and consists of developed land,
condommmms and. constructed: homes. In .addition to land acquisition costs, land development costs and
construction : costs, costs . include 1nterest and real estate taxes, which .are. capitalized during the period
beginning with the commencement of development and ending with the complet1on of. construction.

Inventory Valuation Adjustments

For real estate inventory, at each reporting date, management compares the estimated fair value less costs
to sell to the carrying value. An adjustment is recorded to the extent that the fair value less costs to sell is less
than the carrying value. We determine the estimated fair value based ‘on compatable sales in the normal course
of .business:under existing and anticipated market conditions. This ‘gvaluation takes into-consideration factors
such as current selling prices, estimated future selling prices, costs spent to date, estimated additional future
costs, appraisals and management’s plans for the property. Estimates used in the determination of the
estimated fair value of real estate inventory are based on factors known to management at the time such
estimates are made.

The U.S. housing and related condomlmum market contmued to struggle from the downturn in the
U.S. and global economies. Detenoratlon 1n the credit ‘markets, r1s1ng foreclosure act1v1ty due to relatively
high unemployment and generally unstable condmons in the overall economy have contributed to weakened
demand for new homes, slower than expected sales and reduced selhng prices. As a result of our evaluatlons
we  recognized inventory valuatlon adJustments of $26.3 million related to our Ca551dy Rldge
condormnmm development for the year ended December 31, 2011. For the years ended December 31, 2011,
2010 and 2009 we recognized 1nventory valuation ad]ustments of $0.5 rmlhon, '$1.9 million and $0.5 million,
respectwely, related to the constructed Tuxury homes and developed land lots at Bretton Woods. We sold the
remaining homes and land lots at Bretton Woods on December 16, 2011 In the event that market conditions
decline in the future or the current difficult market conditions extend beyond our expectations, ‘additional
adjustments may be necessary in the future. Any such  charges could. have an adverse effect on our
consolidated ﬁnanc1a1 posmon

Cash and Cash Equivalents
We consider investments with ongmal matuntles of three- months or less to-be cash equivalents.

- Restrtcted Cash

" Restricted cash includes funds to be held i escrow for insurance, taxes and other reserves for our
consolidated properties as required by our lenders. “
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Behringer Harvard Short-Term Opportunity Fund I LP
Notes to Consolidnted Financial Statements:

2. Summary of Significant Accounting Policies — (conti_nued)- .
o Ac'conm_s Receivable :

Accounts receivable primarily consists of receivables from hotel guests -and tenants related to our
properties.  OQur allowance for doubtful accounts associated with accounts receivable was- $0.1 million at
December 31, 2011 and 2010, respectively. C

Prepaid Expenses and Other Assets

Prepaid expenses and other assets include hotel inventory as well as prepaid insurance. Hotel inventory
consists of food, beverages, linens, glassware, china and silverware and is carried at the lower of cost or
market value.

Furniture, Fixtures and Equtpment

Furniture, fixtures and equipment are recorded at cost and depreciation is calculated using the
straight-line method over the estimated useful lives of the assets. Equipment, furniture and fixtures, and
computer software are depreciated over 3 to 5 year lives. Maintenance and repairs are charged to operations as
incurred while renewals or improvements to such assets are capitalized. Accumulated:depreciation associated
with our furniture, fixtures and equipment totaled $6. 6 rmlhon and $5.6 nnlhon at December 31, 2011 and
2010, respectively. '

Deferred Financing Fees

Deferred financing fees are :recorded at cost -and are amortized using a straight-line method
that approximates the effective interest method over the life of the related debt. Accumulated
amortization associated with deferred ﬁnancmg fees was $0.5 million and $0.9 million at December 31, 2011
and 2010, respectively. :

Revenue Recognition

We recognize rental income generated from leases on real estate assets on the straight-line basis over the
terms of the respective leases, including the effect of rent holidays, if any. The total net increase to rental
revenues due to straight-line rent adjustments for the year ended December 31, 2011 was $0.2 million. The
total net decrease to rental revenues due to straight-line rent adjustments for the years ended December 31,
2010 and 2009 was $0.3 mllhon and $0.1 million, respectlvely, of which $0.2 million is included in
discontinued operations for the year ‘ended December 31, 2010. As discussed above, our rental revenue also
includes amortlzatlon of above and below market leases. Any payments made to tenants that are considered
lease incentives or inducements ‘are being amortized fo.revenue over the life of the respective leases.
Revenues relating to lease termination fees are recogmzed at the time-that a tenant’s right to occupy the space
is termlnated and when we have satisfied all obligations under the agreement.

. We also recognize revenue from the operations of a hotel. Hotel revenues consisting of guest room,
food and beverage, and other revenue are derived from the operations:.of the boutique hotel portion of
Hotel Palomar and Residences and are recognized as the services are rendered.

Revenues from the sales of real estate inventory are recognized when sales are closed and. title passes to
the new owner, the new owner’s initial and continuing investment is adequate to demonstrate a commitment
to pay, the new owner’s receivable is not subject to future subordination and we do not have a substantial
continuing involvement. Amounts received prior to closing.on sales of real estate inventory are recorded as
deposits in our financial statements.
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Behringer Harvard Short-Term Opportunity Fund I LP
Notes to. Consolidated Financial Statements
2. Summary of Significant Accounting Policies'~ (continued)

Cash Flow Distributions‘

Net - cash distributions, as defined in, the Partnership Agreement, are to be distributed to the
partners as follows: , . . .

va) To the limited partners, on a per ‘unit basis, until each of ‘such limited partners has received
distributions of net cash from operations with respect to such fiscal year, or applicable portion
thereof, equal to ten percent (10%) per annum of their net capital contribution;

b) Then to the limited partners, on a per unit basis, until each limited partner has received or has been
deemed to have received one hundred percent (100%) of their net capital contribution; and -.

¢) Thereafter, eighty-five percent (85%) to the limited partners, on a per unit basis, and fifteen’ percent
' (15%) to the General Partners.

Other limitations of allocated or received distributions are defined within the Partnership Agreement.
-Income (Loss) Allocations , o R

Net income for each applicable accountmgpenod1s .allo‘cated to the partners as follows_:

a). . To the partners to the extent of and in propo'rt'ion to allocations of net loss as noted below;-and -

b) * Then, so as to cause the capltal accounts of all partners to permit liquidating distributions to be
made in the same manner and priority as set forth in the Partnership Agreement with respect to net
cash distributions.

Net loss for each applicable accountlng perlod is allocated to.the partners as follows:

" a)  To the partners having posrtlve balances in their capital accounts (in proportion to the aggregate
' positive balances in all capital accounts) in an amount not to exceed such positive balance as of the
last day of the fiscal year; and

b) Then, eighty-five percent (85%) to the limited partners and fifteen percent (15%) to the
General Partners.

Concentration of Credit Risk

- We have. cash and cash equivalents . in -excess -of federally insured levels on deposit in
financial institutions. We regularly monitor the financial stability of these financial institutions and believe that
we are not exposed to any significant credit risk in cash dnd cash ‘equivalents. We have diversified our cash
and cash equivalents between several bankmg institutions in an attempt to minimize exposure to any one of
these entities.

Reportable Segments

- We have determined that we haVe ‘one’ reportable segment ‘with activities related-to the ownership,
development and management of real estate assets. Our income producing properties generated 100% of our
consolidated revenues. for the years ending December 31, 2011, 2010 and 2009. Our chief operating decision
maker evaluates operating performance on am 1ndrv1dual property level. Therefore our propertres are
aggregated into one reportable segment. :

Noncontrollmg Interest

We hold a direct ‘or indirect maJorrty controlling - interest in certain real estate partnershlps and. thus,
consolidate the accounts with and into our accounts. Noncontrolling interests in partnerships represent. the
third-party partners’ proportionate share of the equity in- consolidated. real estate partnerships. Income -and
losses' are allocated to noncontrolling interest holders based on their werghted average percentage ownership
during the year.
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Behringer Harvard Short-Term Opportunity Fund I LP
Notes to Consolidated Financial Statements

2. Summary of Significant Accounting Policies — (continued)

During the years ended December 31, 2011, 2010 and 2009, we- issued notes receivable totaling
$0.4 million, $1.0 million and $0.3 million, respectively, to our 30% noncontrolling interest partner in
Mockingbird Commons LLC (“Mockingbird Commons Partnership’). Proceeds from the notes receivable
were recognized as capital contributions and contra-equity to the noncontrolling interest partner on our
consolidated statement of equity (deficit) and comprehensive loss for the years ended December 31, 2011,
2010 and 2009, respectively.

Income Taxes

As a limited partnership, we are generally not subject to income tax. However, legal entities that conduct
business in Texas are generally subject to the Texas margin tax, including previously non-taxable entities such
as limited partnerships and limited liability partnerships. Although the law states that the margin tax is not an
income tax, it has the characteristics of an income tax since it is determined by applying a tax rate to a base
that considers both revenues and expenses. For the year ended December 31, 2011, we recognized a provision
for current tax expense of approximately $101,000 and a provision for a deferred tax expense of
approximately $11,000 related to the Texas margin tax. For the year ended December 31, 2010, we recognized
a provision for current tax expense of approximately $173,000 and a provision for a deferred tax benefit of
approximately $7,000 related to the Texas margin tax. For the year ended December 31, 2009, we recognized
a provision for current tax expense of approximately $199,000 related to the Texas margin tax. The
Partnership does not have any entity level uncertain tax positions.

Certain of our transactions may be subject to accounting methods for income tax purposes that differ
from the accounting methods used in preparing these financial statements in accordance with GAAP.
Accordingly, our net income or loss and the resulting balances in the partners’ capital accounts reported for
income tax purposes may differ from the balances reported for those same items in the accompanying
financial statements. ' ;

Net Income (Loss) Per Limited Partnership Unit

Net income (loss) per limited partnership unit is calculated by dividing the net income (loss) allocated to
limited partners for each period by the weighted average number of limited partnership units outstanding
during such period. Net income (loss) per limited partnership unit on a basic and diluted basis is the same
because the Partnership has no potential dilutive limited partnership units outstanding.

3. New Accounting Pronouncements

In May 2011, the FASB issued updated guidance for fair value measurements. The guidance amends
existing guidance to provide common fair value measurements and related disclosure requirements between
GAAP and International Financial Reporting Standards (“IFRS”). This guidance is effective for fiscal years,
and interim periods within those years, beginning after December 15, 2011. We are currently evaluating this
guidance to determine if it will have a material impact on our financial statements or disclosures.

In June 2011, the FASB issued updated guidance related to comprehensive income. The guidance requires
registrants to present the total of comprehensive income, the components of net income, and the components
of other comprehensive income either in a single continuous statement of comprehensive income or in
two separate but consecutive statements. This guidance is effective for fiscal years, and interim periods within
those years, beginning after December 15, 2011. The early adoption of this guidance impacted the presentation
of comprehensive income but did not have a material impact on our results of operations.
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Behringer Harvard Shbrt—Term Opportunity Fund I LP
Notes.to Consolidated Finanecial Statements
4. Fair Value Measurements

Fair value is a market-based measurement, not an entity-specific measurement. Therefore, a fair value
measurement should be determined based on the assumptions that market participants would use in pricing the
asset or liability. As a basis for considering market participant assumptions in fair value measurements, a fair
value hierarchy was established by FASB that distinguishes between market participant assumptions based on
market data obtained from sources independent of the reporting entity (observable inputs that are classified
within Levels 1-and 2 of the hierarchy) and the reporting entity’s own assumptions about market participant
assumptions (unobservable inputs classified within Level 3 of the h1erarchy) :

Level 1 inputs utilize quoted prices (unadJusted) in active markets for identical assets or liabilities that
we have the ability to access. Level 2 inputs are inputs other than quoted prices included in Level 1 that are
observable for the asset-or liability, either directly ‘or indirectly. Level 2 inputs may include quoted: prices. for
similar assets and liabilities: in active markets, as well as inputs that are observable for the asset or liability
(other than quoted prices), such as interest rates, foreign exchange rates, and yield- curves that are observable
at commonly quoted intervals. Level 3 inputs are unobservable inputs for the asset or liability which are
typically based on an entity’s own assumptions, as there is little, if any, related market activity. In instances
where the determination of the fair value measurement is based on inputs from different levels of the fair
value hierarchy, the level in the fair value hierarchy within which the entire fair value measurement falls is
based on the lowest level input that is significant to the fair value measurement in its entirety. Our assessment
of the significance of a particular input to the fair value measurement in its entirety. requires judgment, and
considers factors specific to the asset or liability.

Nonrecurring Fair Value Measurements

Asset Impairment Losses

Management monitors events and changes in circumstances indicating that the carrying amounts of our
real estate assets may not be recoverable. We evaluated 250/290 John Carpenter Freeway during the fourth
quarter of 2010 and the first quarter of 2011 as a result of declining market rental rates and continuing
vacancies at the property. We recognized an asset impairment loss of $2.3 million for the year ended
December 31, 2010. In order to execute our business plan and provide additional liquidity, we identified a
number of our investments for possible disposition in 2011, thus decreasing our projected hold period for
those investments. We entered into a contract for the sale of 250/290 John Carpenter Freeway in 2011. The
contract sales price of the property, which provides for contingent consideration, was less than our carrying
value of the asset, thus we recognized an asset impairment loss of approximately $10.2 million for the year
ended December 31, 2011.. On June 14, 2011 we entered into a contract for the sale of Landmark I and
Landmark IT -and subsequently sold them on June 30, 2011. The contract sales price of $16.2 million, which
retains a back-end promoted interest-in distributable cash related to the buildings if a certain threshold is met,
was less than our carrying value of the asset. As a result, we recognized an asset impairment loss of
approximately $8.6 million which is 1ncluded in discontinued operations in our consohdated statements of
operations for the year ended December 31, 2011. We sold 5050 Quorum on December 16, 2011. The contract
sales price was less than our carrying value’ and as a result we recognized an asset impairment loss of
approximately $1.6 million which is included in discontinued operations for the year ended December 31,
2011. In addition, as a result of projected selling prices and the subsequent return -of the property to the
lender, we recognized an asset impairment loss of approximately $1.4 million for the year ended
December 31, 2011 related to the undeveloped land held in Melissa, Texas. We also recognized a $2.8 million
impairment charge for the year ended December 31, 2010 related to our Plaza Skillman property after certain
tenants provided notice that they would not be renewing or extending their leases. The property was placed
into receivership in October 2010 and we transferred ownership, pursuant to a foreclosure, to the associated
lender on July 5, 2011. The impairment loss is included in discontinued operations in our consolidated
statement of operations for the year ended December 31, 2011. ,
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Notes to Consolidated Financial Statements

4. Fair Value Measurements — (continued)

The inputs used to calculate the fair value of these assets included projected cash flow, risk-adjusted rates
of .return that we estimated would be used by a market participant.in valuing this asset and third-party
opinions of values. : ;

Inventory Valuation Ad]ustment

The housing and related condormmum market contmued to experience dlﬂicult conditions, and as a result
we evaluated our real estate inventory for potential impairment. As a result.of our evaluations, for the year
ended December 31, 2011 we recognized inventory valuation adjustments of $26.3 million related to our
Cassidy Ridge  condominium development and $0.5 million related to the constructed luxury home and
developed land ‘lots at Bretton Woods.. We also récognized inventory valuation adjustments of $1.9 million
related to Bretton Woods during for the ‘year. ended December 31, 2010. The inputs used to:calculate the fair
value of these assets included current -local market conditions, curtent selling prices, -estimated future selling
prices, costs spent to date, estimated additional future costs and appraisals.

The following fair value _hierarchy table presents informétion about our assets measured at fair value on a
nonrecurring basis during December 31, 2011 and 2010:

December 31, 2011 ‘ - Level 1 . Level 2 - Level 3 . Fairfo\tgllue . Loss™ -

Realestate. .. ............... $ — $18,374 $ 1,496 $19,870. $(11,625)

Real estate inventory, net. .. ... .. — 2,289 - 23,331 25,620 (26,768)
Total . ................... $ — $20,663 $24,827 $45,490 $(38,393)

Total

December 31, 2010 Level 1 Level 2 Level 3 Fair Value Loss®

Realestate. .. ............... $ — $ — $27,575 $27,575 $(2,345)

Real estate inventory, net... ... ... — — 6,990 6,990 (1,886)
Total . ... ................ $ — $ — $34,565 $34,565 $(4,231)

(1) Excludes approx1mate1y $10.1 million and $2.8 million of impairment loss included in loss from
d1scont1nued operatlons for the years ended December 31, 2011 and 2010, respectively.

Fair Value Dlsclosures

Fair value of ﬁnancml instruments

As of December 31, 2011 and 2010, management estimated the carrying value of cash and cash
equivalents, restricted cash, accounts receivable, accounts payable, accrued expenses and distributions payable
were at amounts that reasonably approximated their fair value based. on their short-term maturities.

The notes payable and capital lease obligations totaling approximately $123.7 million and $165.2 million
as of December 31, 2011 and 2010, _tespectively, have a fair value of approximately $122.7 million and
$164.7 million, respecuvely, based upon interest rates for mortgages and capital leases with similar terms and
remaining maturities that we believe the Partnership could obtain.

The fair value estimates presented herein -are based on.information available to our management as of
December 31, 2011 and 2010. We determined the above disclosure of estimated fair values using available
market information and appropriate valuation methodologies. However, considerable judgment is necessary to
interpret market data and develop the related estimates of fair value. Accordingly, the estimates presented
herein are not necessarily indicative of the amounts that could be realized upon disposition of the financial
instruments. The use of different market assumptions and/or. estimation ‘methodologies may have a material
effect on the estimated fair value amounts. Although our management is: not aware of any factors that would
significantly affect the estimated fair value amount, such amount has not been comprehensively revalued for
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Notes to Consolidated Financial Statements

4. Fair Value Measurements — (continued)

purposes of these. consolidated financial statements since that date, and current estimates of fair value may
differ significantly from the amounts presented herein.

5. Capitalized Costs

Bretton Woods was originally planned for development into high-end residential lots for future sale to
luxury home builders. Our plans for this land changed slightly in that we decided to construct five speculative
homes on this property while selling the remaining open lots to luxury home builders. After developing the
land, construction of the luxury homes with an exclusive home builder began during the first quarter of 2008
and was completed during the quarter ended -June 30, 2009. We capitalized certain costs associated with
Bretton Woods’ development and construction. As a result of the completed construction of speculative homes
during the quarter ended June 30, 2009, additional costs have not been capitalized. During the year ended
December 31, 2009 we capitalized approximately $54,000 in interest costs.

Cassidy Ridge is'a 1.56 acre site in Telluride, Colorado on which we constructed 23 luxury condominium
units. Certain costs associated with Cassidy Ridge development have been capitalized. Construction of the
condominiums was essentially complete at March 31, 2011 and as a result, we no longer capitalized indirect
costs associated with the project. For the years ended December 31, 2011 and 2010 we capitalized a total of
$1.6 million and $15 million, respectively, in costs associated with the development of Cassidy Ridge to real
estate inventory. The amount of costs capitalized for the year ended December 31, 2011 does not include
$1.7 million in vendor’ credits received. During the years ended December 31, 2011, 2010 and 2009, we
capitalized $0.7 million, $2.2 million and $1.3 million, respectively, in interest costs for Cassidy Ridge.

6. Leasing Activity

Future minimum base rental payments due to us over the next five years under non-cancelable leases in
effect as of December 31, 2011 are as follows:

2002 o e e e e e e $ 3,199
2003 . e e e e e e 3,961
2004 . e e e e e 4,079
2005 . e e e e 4,155
2006 . . e e e e e e e e e e 4,157
Thereafter .. . . . i e e e e e e 13,987

5 7Y S N $33,538

~ The above base payments are exclusive of any contingent rent amounts. Rental revenue in 2011, 2010
and 2009 did not include any amounts from contingent revenue.

As of December 31, 2011, two tenants accounted for 10% or more of our aggregate annual rental
revenues from our consolidated properties. Avelo Mortgage, a subsidiary of Goldman Sachs, accounted for
approximately $2 million or 43% of our aggregate rental revenue for the year ended December 31, 2011 under
a lease that expires August 2018. Internap Network Services Corp (a leader in the data center service
industry), accounted for approximately $0.5 million or 11% of our rental revenues for the year ended
December 31, 2011 under a lease that expires June 2022.
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7. Notes Payable

The following table sets forth the carrying values of our notes payable on our consolidated properties as

of December 31, 2011 and 2010:

Balance
December 31, December 31, Stated Maturity
Description - o201 2010 Interest Rate® Date
5050 Quorum Loan . .
—Sterling Bank . ............. .3 — $ 10,000 7.0% 1/23/2011®
1221 Coit Road . S .
. — Meridian Bank Texas . . ........ . — 4,000 7.0%. - 12/4/2011
1221 Coit Road Loan - N ‘
— Hampshire Lending . . ......... 9,108 — 10.0% 11/1/2013
Plaza Skillman Loan ‘ k
“IPTV. . — 9,366 7.34% 4/11/2011°
Plaza Skillman Loan . -
— unamortized premium. . . ....... — 160 4/11/2011®
Palomar Residences
— Credit Union Liquidity Services. . . 22,804 24,850 Prime + 1.0%" 10/1/2011©
Hotel Palomar o ' ‘
—Bank of America. . ........... 41,218 41,218 30-day LIBOR + 3.5%®  12/21/2012
Mockingbird Commons Partnership o
LOANS .« v v 1,294 1,294 6.0% to 12.0% 10/9/2009
Bretton Woods Loans L :
— Preston State Bank. . . ......... — 4,844 6.0% 11/24/2012
Landmark I Loan ’
— State Farm Bank . ....... e = 9975 4.0% 7/1/2011¢7
Landmark II Loan ' , )
—State Farm Bank . .. .......... — 11,025 4.0% 7/120117
Melissa Land Loan
~ Preston State Bank. ... ........ — 1,590 5.5% 7/29/2012®
Cassidy Ridge Loan : ' ‘
~ Credit Union Liquidity Services. . . 27,650 25,458 6.5%> 10/1/2011©®
Revolver Agreement
—~Bank of America............. 9,650 9,650  30-day LIBOR + 3.5%® 12/21/2012
Notes payable. ... ............. 111,724 153,430 )
BHH Loan —related party . ......... 11,118 11,118 5.0% 3/29/2014
BHH Cassidy Ridge Loan - related
DALY i e e 900 575 5.0% 10/1/2011
Notes payable related party. . . ... .. - 12,018 11,693 ' '
$123,742. $165,123

(1) Prime rate at December 31, 2011 was 3.25%

(2) 30-day LIBOR was 0.3% at December 31, 2011

(3) Rate is the higher of prime plus 1.5% or 6.5%
(4) Property sold on December 16, 2011

(5) Property placed into foreclosure on July 5, 2011
(6) We are currently in negotiations with the lender
(7) Properties sold on June 30, 2011

(8) Property placed into foreclosure on December 6, 2011
(9) For each of our loans in default, we may incur default interest rates.
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7. Notes Payable — (continued)

The debt markets -have recently experienced pervasive and fundamental disruptions. The prolonged
market: downturn has-reduced cash’‘flow, caused: us to incur additional losses; and' caused us not to be in
compliance with lender covenants: Of our $123.7 million in notes payable at December 31, -2011,
$52.6 million has matured, and'is subsequently in default and an additional ‘$50.9 million is scheduled to
mature in the next twelve months. As of Décember 31, 2011, of our $123.7 million in notes payable,
$111.3 million was' secured by properties and $101.3 million was recourse to us. We continue to negotiate
with the lenders to refinance:or restructure the loans. We currently expect to use proceeds from the disposition
of propertles and additional borrowings to continue making our scheduled debt service payments on certain

 properties until ‘the maturity dates of the loans are' extended, the loans are refinanced or the outstanding

balance of the loan is completely péid off. There is no guarantee -that we will be ‘able to refinance our
borrowings with more or less favorable terms or extend the maturity dates of such loans. In the event that any
of the lenders demanded immediate ‘payment of an entire loan balance, we would have to consider all
available alternatives, including transferring legal possession of the relevant property to the lender.’

The effects of the recent economic downturn have caused us to reconsider our strategy for certain of our
properties where we believe the pnncnpal balance of the debt encumbermg the property exceeds the value of
the asset under current market conditions. In those cases where we believe the value of a property is not
likely to recover in the near future weé believe there aré more effective uses of our capital, and as a result we
may cease. ‘making debt service payments on certam property level debt, resulting in defaults or events of
default under the related loan agreements. We are in active negot1at10ns with certain lenders to refinance or
restructure debt in a manner that we believe is the best outcome for us and our unitholders and expect that
some loans may be. resolved: through a discounted purchase or payoff of the debt and, in certain situations,
other loans may be resolved by negotiating agreements conveymg the properues to the lender..

The Mockmgb1rd Commons Partnersh1p entered 1nto a prormssory note payable to Cred;lt Umon Liquidity
Serv1ces, LLC, f/k/a Texans Commermal Capital, LLC. (“CULS”), - an unaffiliated third party, whereby the
borrower was permitted to borrow up to $34 mﬂhon (“Palomar Residences Loan Agreement”) to construct
luxury high-rise condominiums (“Palomar Residences”). The .outstanding principal balance under the
Palomar, Residences Loan Agreement was $22.8 million at- December 31, 2011 and $24.9 million at
December 31, 2010. As previously reported, the borrower failed to make a mandatory $3 million principal
payment on or before January 15, 2011, as required under the loan agreement. We received notice from the
lender demanding payment of the $3 million mandatory principal payment by May 20, 2011. The payment
was not made by that date and thus constituted an event of default under the loan agreement. The parent of
CULS was placed into conservatorship by the credit union regulator, the National Credit Union Association, in
April 2011 during negotiations to extend or modify the Palomar Residences Loan Agreement. The borrower
did not pay the" outstanding principal ‘balance, together with all accrued, but unpaid interest due on the
maturity date of October 1, 2011, as we continued to negotiate' with the lender. In December 2011, the parties
had negotiated a recapitalization of -the Palomar Residences Loan Agreement; however, the transaction
ultlmately was not approved. by the cred1t ‘union regulator and. could not be completed Subsequently, on
January 5, 2012, the borrower received notlce from the lender. demanding immediate payment of the entire
outstanding | loan balance of $22.8 million and all accrued but unpaid interest. We have been informed that the
lender and regulators are considering marketmg the note under the Palomar Residences Loan Agreement for
sale. We continue to be in. default .of the Joan agreement, and -all past due amounts may bear interest up to
maximum amounts under applicable law '

We converted the unsold condonumum units in the Palomar Residences to a rental program in the first
quarter of 2009. These units were 100% leased until May 2011 when we restarted our sales program. We sold
six units in the project in 2011, our first sales since 2007. All of the proceeds from the sales of condominiums
in 2011 were used to pay down the outstanding balance under the Palomar Residences Loan Agreement.

F-19



Behringer Harvard Short-Terni Opportunity Fund 1 LP
Notes to Consolidated Financial Statements

7. Notes Payable — (continued)

, Behringer Harvard Mountain Village, LL.C, our wholly-owned subsidiary, entered into a promissory note
payable to CULS, whereby the borrower was permitted to borrow a total principal amount of -$27.7 million
(“Cassidy Ridge Loan Agreement”) to-construct 23 condominium units in Telluride, Colorado (*“Cassidy
Ridge’). We assigned a second lien position on Cassidy Ridge to the lender in the amount of $12.6 million as
additional security to. the Palomar Residences Loan Agreement. The default under the Palomar Residences
Loan Agreement created.a cross-default under the Cassidy Ridge Loan Agreement. The outstanding principal
balance, together with all accrued, but unpaid interest was due and payable.on the -maturity date of October 1,
2011, which amount. was not paid as. we continued to negotiate with the lender. In December 2011, the parties
had negotiated a recapitalization of the Cassidy Ridge Loan Agreement; however, the transaction ultimately
was not approved by the credit union regulator and could not be completed. Subsequently, on January 5, 2012,
the borrower received notice from the lender demanding immediate payment of the entire outstanding
principal balance of $27.7 million and all accrued but unpaid interest. We continue to be in default under the
loan agreement and all past due amounts may bear interest up to maximum amounts under applicable law.

‘Our direct and indirect subsidiary, 1221 Coit LP, entered into a new loan agreement on November 1,
2011 with Hampshire Lending LLC, whereby we may borrow up to $12 million (“1221 Coit Road Loan”).
The interest rate under the loan is 10% and requires monthly payments of interest only with all principal and
accrued but unpald interest due on November 1, 2013, the maturity date. Proceeds from the loan are being
used to pay-off the previous loan with Meridian Bank Texas and fund tenant improvements for the property.
The loan, which is secured by the property, is nonrecourse to us but we have guaranteed payment of certain
recourse 11ab111t1es with respect to certain nonrecourse carveouts in favor of the lender ‘

On-November 13; 2009, we entered into the Fourth Amended and Restated Unsecured Promissory Note
payable to Behringer Holdings, pursuant to which we may borrow a maximum of $40 million (“BHH Loan”).
On March 29, 2011, we entered into the Fifth Amended and Restated Promissory Note to amend the terms of
the BHH Loan to a maximum borrowing amount of $25 million. The outstanding principal balance under the
BHH Loan at December 31, 2011 and 2010 was $11.1 million. Borrowings under the BHH Loan are being
used ‘principally to finance general working capital and capital expenditures. While we would normally
explore “obtaining additional liquidity of this sort in the debt market, the debt market tightened, and we
accessed support from our Sponsor instead. The BHH Loan is unsecured, has an interest rate of 5.0% per
annum and requires no monthly payments of interest or principal. The maturity date of all borrowings and
accrued but unpaid interest is March 29, 2014,

While there have been signs of improvement in the overall economy, we do not expect conditions to
improve significantly in the near future. As a result, we expect that we will continue to require this liquidity
support from our Sponsor during 2012. Our Sponsor, subject to its approval, may make available to us
additional funds under the BHH Loan through 2012, potentially up to the borrowing limits thereunder. There
' is no guarantee that our Sponsor will provide additional liquidity to us.

In addition, on October 1, 2010, Behringer Harvard Mountain Village, LLC entered into a promissory
note agreement with Behringer Holdings to borrow up to $0.9 million (“BHH Cassidy Ridge Loan”).
Proceeds from the loan were used to complete construction of the condominiums at Cassidy Ridge. The loan
bears interest at 5% and matured on October 1, 2011. We continue to be in default under the loan agreement
and all past due amounts may bear interest up to 12% per annum. The loan is subordinate to-the Cassidy
Ridge Loan Agreement. We have not received notice of demand for payment from Behringer Holdings and
they currently have no intention to do so. The outstanding principal balance under the loan was $0.9 million
and $0.6 million at December 31, 2011 and 2010, respectively.

On December 6, 2011 we agreed to transfer ownership of Melissa Land, pursuant to a fbreclosure, to the
associated lender under the Melissa Land Loan as full satisfaction of the existing indebtedness. The
outstanding balance under the loan agreement at the time of the foreclosure was $1.5 million.
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7. Notes Payable — (continued)

As noted above, we or our subsidiaries were in default under the Palomar Residences Loan Agreement,
Cassidy Ridge Loan Agreement and BHH Cassidy Ridge Loan at December 31, 2011. We remain in default
under these loan agrecments and are currently in negotiations with these lenders. There are no assurances that
we will be successful in our negotiations to waive the events of default of modify the loan agreements with
the lenders. As the lender under the Palomar Residences Loan Agreement and Cassidy Ridge Loan Agreement
has demanded immediate payment of the éntire loan balance, we would have to consider all available
alternatives, as the loans are on a recourse basis to us, including transferring legal possession of the relevant
property to the lender.

‘Generally, our notes payable mature approximately three to five years from origination. The Bank of
America loan for Hotel Palomar and the Revolver Agreement contain cross-default and cross-collateralization
provisions. The CULS loans for the Palomar Residences and Cassidy Ridge also contain cross-default and
cross-collateralization provisions. The majority ‘of our notes payable require payments of interest only, with all
unpaid principal and interest due at maturity.. Further, our loan agreements stipulate that we comply with
certain reporting and financial covenants. These covenants include, among other things, notifying the lender of
any change in management and maintaining‘ccrtain loan to value ratios. Each loan, with the exception of the
Mockingbird Commons -Partnership Loans and. the. BHH Loan, is secured by the associated real property. In
addition, the Mockingbird Commons Partnership Loans, the BHH Loan, the BHH Cassidy Ridge Loan and the
1211 Coit Road Loan, are nonrecourse to us. .

Troubled Debt Restructuring

On June 30, 2011, we sold our Landmark T and II properties for a contract sales price of $16.2 million.
The contract sales price retains -a back-end promoted interest in distributable cash related to the buildings after
the respective buyer has achieved a specified return. Proceeds: from the sale were used to fully satisfy the
existing indebtedness associated with the properties, resulting in a gain on troubled debt restructuring of
approximately $4.9 million which is included in discontinued operations. Additionally, on July 5, 2011,
pursuant to a foreclosure, we transferred ownership of the Plaza Skillman property to the associated lender
and as a result, we recognized a gain on troubled debt restructuring of approximately $3.1 million which is
included in discontinued operations.

On December 16, 2011, we sold 5050 Quorum for a contract sales price of $6.8 million. The sale
contract provides for that we retain a back-end promoted interest in distributable cash related to the building
after the respective buyer has achieved a specified return. Proceeds from the sale were used to fully satisfy the
existing indebtedness associated with the property, resulting in a gain on troubled debt restructuring of
approximately $4.8 million which is included in discontinued operations.

The following table summarizes our contractual obligations for principal payments on notes payable
(excluding unamortized premiums) as of December 31, 2011:

Year ' Amount
2012 $103,516
2013 ’ 9,108
2014 11,118
Thereafter —
Total notes payable $123,742

F-21



Behringer Harvard Short-Term Opportunity Fund I LP
Notes to Consolidated Financial Statements
8. Derivative Instruments and Hedging Activities

We may be exposed to the risk associated with variability of interest rates that might impact our cash
flows and results of operations. The hedging strategy of entering into interest rate swaps, therefore, is to
eliminate or reduce, to the extent possible, the volatility of cash flows.

Interest calculated on borrowings under our loan agreement related to the Hotel Palomar Bank of
America Loan is based on the 30-day LIBOR plus an applicable margin. We entered into an interest rate swap
agreement associated with the Hotel Palomar and Residences loan to hedge the volatility of the designated
benchmark interest rate, the 30-day LIBOR. The swap agreement was designated as a hedging instrument.
Accordingly, changes in the fair value of the interest rate swap agreement were recorded in accumulated other
comprehensive income on the consolidated balance sheet. We entered into an amendment to the swap
agreement in October 2008, thus terminating the original interest rate swap. The amended interest rate swap,
which expired in September 2010, was entered into as an economic hedge against the variability of future
interest rates on the variable interest rate borrowings associated with the Bank of America loan financing the
Hotel Palomar and Residences. As a result, changes in the fair value of the amended interest rate swap and
related interest expense were recognized in “Loss on derivative instruments, net” on our consolidated
statement of operations. For the year ended December 31, 2010, we recorded a gain of $0.9 million to adjust
the carrying amount of the interest rate swap to its fair value and $0.9 million for related interest expense. For
the year ended December 31, 2009, we recorded a gain of $0.8 million to adjust the carrying amount of the
interest rate swap to its fair value and $1.3 million for related interest expense.

Over time, the unrealized gains and losses held in accumulated other comprehensive income (loss) related
to the cash flow hedge were reclassified to earnings. The realized loss on interest rate derivatives for the year
ended December 31, 2009 reflect a reclassification of unrealized losses from accumulated other comprehensive
loss of $0.7 million. This amortization of the unrealized loss held in other comprehensive income to earnings
took place over the remaining life of the original interest rate swap agreement, which had a maturity date of
September 2009. We had no derivative financial instruments on our Consolidated Balance Sheet at
December 31, 2011 and 2010.

The table below presents the effect of our derivative financial instruments on the Consolidated Statements
of Operations for the years ended December 31, 2010 and 2009.

Amount of Gain on Derivatives
Recognized in Income

Derivatives not designated as Location of Gain on Derivatives Year ended December 31,
hedging instruments Recognized in Income 2010 2009
Interest rate swap Loss on derivative instruments, net $879 $ 818
Interest rate swap Interest expense = _(735)
Total $879 - $ 83

9. Commitments and Contingencies

We entered into a long-term full building lease at our 1221 Coit property on February 24, 2011. We had
a remaining commitment for tenant improvements of approximately $1 million at December 31, 2011 as a
result of the lease.
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10. General and Administrative Expenses

General and administrative expenses for the years ended December 31, 2011, 2010 and 2009 consisted of
the following:

2011 2010 2009

Auditing exXpense. . . ... ... e . $375 $ 400 $ 601
Legal fees ....... . S 93 306 105
Tax preparation fees. . . ............. e 153 146 227
Directors’ and officers’ insurance. . .. ............ 132 127 =~ 112
Transfer agent fees ... ... ................... 97 106 146
Printing . . ..o v ettt e » 29 32 73
Investor relations. . . ......c.. i, 17 10 1
Other. . . . e e e — 16 42
Advisor administrative services . . ... ... oL = — 243

$896 $1,143 $1,550

11. Related Party Arrangements

The General Partners and certain of their affiliates are entitled to receive fees and compensation in
connection with the management and sale of our assets, and have received fees in the past in connection with
the Offering and acquisitions. Our General Partners have agreed that all of these fees and compensation will
be allocated to Behringer Advisors II since the day-to-day responsibilities of serving as our general partner are
performed by Behringer Advisors II through the executive officers of its general partner.

Behringer Advisors II or its affiliates have received acquisition and advisory fees of up to 3% of the
contract purchase price of each asset for the acquisition, development or construction of real property.
Behringer Advisors I or its affiliates have also received up to. 0.5% of the contract purchase price of the
assets acquired by us for reimbursement of expenses related to making investments. During the years ended
December 31, 2011, 2010 and 2009, Behringer Advisors II earned no acquisition and advisory fees nor were
they reimbursed for acquisition related expenses.

For the management and leasing of our properties, we pay HPT Management Services, LLC, Behringer
Harvard Short-Term Management Services, LLC or Behringer Harvard Real Estate Services, LLC, or their
affiliates (individually or collectively referred to as “Property Manager”), affiliates of our General Partners,
property management and leasing fees equal to the lesser of: (a) the amounts charged by unaffiliated persons
rendering comparable services in the same geographic area or (b)(1) for commercial properties that are not
leased on a long-term net lease basis, 4.5% of gross revenues, plus separate leasing fees of upto 1.5% of
gross revenues based upon the customary leasing fees applicable to the geographic location of the properties,
and (2) in the case of commercial properties that are leased on a long-term net lease basis (ten or more years),
1% of gross revenues plus a one-time initial leasing fee of 3% of gioss revenues payable over the first
five years of the lease term. We reimburse the costs and expenses incurred by our Property Manager on our
behalf, including the wages and salaries and other employee-related expenses of all on-site employees who are
engaged in the operation, management, maintenance and leasing or access control of our properties, including
taxes, insurance and benefits relating to such employees, and legal, travel and other out-of-pocket expenses
that are directly related to the management of specific properties. Durmg the years ended December 31, 2011
and 2010 we incurred property management fees payable to our Property Manager of $0.2 million and
$0.4 million, respectively, of which approximately $0.1 million and $0.3 million, respectively, is included in
discontinued operations. During the year ended December 31,2009 we incurred property: management fees
payable to our Property Manager of $0.4 million of which approx1mate1y $0.3 million is included in loss. from
discontinued operat1ons
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11. Related Party Arrangements — (continued)

We pay Behringer Advisors II or its affiliates an annual asset. management fee of 0.5% of the contract
purchase price of our assets. Any portion of the asset management fee may be deferred and paid in a
subsequent year. During the year ended December 31, 2011, we incurred asset management fees of $1 million,
of which approximately $0.1 million was capitalized to real estate inventory, approximately $0.1 million was
included in loss from discontinued operations and approximately $50,000 was waived. During the year ended
December 31, 2010, we incurred asset management fees of $1.1 million, of which approximately $0.2 million
was capitalized to real estate inventory,- $0.3 million was included in loss from discontinued operations and
approximately $65,000 was waived. During the year ended December 31, 2009, we incurred asset
management fees of $1. 1 million, of which $0.1 million was capitalized to real estate, $0.3 million was
included in loss from discontinued operations and $31,000 was waived.

In connection with the sale of our properties, we will pay to the General Partners or their affiliates a real
estate commission in an amount not -exceeding the lesser of: (a) 50% of the reasonable, customary and
competitive real estate brokerage commissions customarily paid for the sale of a comparable property in light
of the size, type and location of the property, or (b) 3% of the gross sales price of each property, subordinated
‘to distributions to limited partners from the sale proceeds of an amount which, together with prior
distributions to the limited partners, will equal (1) 100% of their capital contributions plus (2) a 10% annual
cumulative (noncompounded) return of their net capital contributions. Subordinated real estate commissions
that are not payable at the date of sale, because limited partners have not yet received their required minimum
distributions, will be deferred and paid at such time as these subordination conditions have been satisfied. In
addition, after the limited partners have recéivéd a return of their net capital contributions and a 10% annual
cumulative (noncompounded) return on their net capital contributions, then the General Partners are entitled to
receive 15% of the remaining residual proceeds available for distribution (a subordinated participation in net
sale proceeds and distributions); provided, however, that in no event will the General Partners receive in the
aggregate more-than 15% of sale proceeds remaining after the limited partners have received a return of their
net capital contributions. Since the conditions above have not been met at this time, we incurred no such real
estate commissions for the years ended December 31, 2011, 2010 and 2009.

We may pay Behringer Ad.xfisofs II or its affiliates a debt financing fee for certain debt made available to
us. Behringer Advisors II charged us no such debt financing fees for the years ended December 31 2011,
2010 and 2009. ‘

We may reimburse Behringer Advisors II for costs and expenses paid or incurred to provide services to
us. including direct expenses and the costs of salaries and benefits of certain persons employed by those
entities and performing services for us, as permitted by our Partnership Agreement. For the year ended
December 31, 2011 we incurred $0.3 million for administrative services, all of which was waived. In addition,
Behringer Adyisors II or its affiliates waived $3.7 million for reimbursement of operating expenses for the
year ended December 31, 2011, which is classified as a capital contribution on our consolidated statement of
equity (deficit). For the year ended December 31, 2010, we incurred such costs for administrative services
totaling $0.4 milfion, all of which were waived. In addition, Behringer Advisors I or its affiliates waived
$7.0 million for reimbursement of operatmg expenses for the year ended December 31, 2010, which is also
classified as capital contributions from our general partners on our consolidated statement of equity (deficit).
For the year ended December 31 2009 we incurred such costs for administrative services totaling
$0.5 million of which approximately $0.2 million was waived. In addition, Behringer Advisors I waived
$0.1 million for relmbursement of expenses for the year ended December 31, 2009.

On November 13, 2009, we entered into the Amended BHH Loan. On December 31, 2010 and
2009 Behringer Holdings forgave $2.8 million and $15 million, respectively, of principal borrowings and all
accrued-interest thereon, which have been accounted for as capital contributions by our General Partners. The
outstanding principal balance under the Amended BHH Loan as of ‘December 31, 2011 and 2010 was
$11.1 million. We entered into the 2011 Amended BHH Loan on March 29, 2011. Borrowings under the 2011
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11. Related Party Arrangements — (continued)

Amended BHH Loan are being used principally to finance general working capital and capital- expenditures.
While we: would normally explore obtaining additional liquidity of this- sort in the debt market, the debt
market has tightened and we accessed support from our Sponsor instead. ' The 2011 Amended BHH Loan is
unsecured and bears interest at. a rate of 5.0% per annum, with-the accrued and unpaid amount of interest
payable until the principal amount of each advance under the note is paid in full. The maturity date of all
borrowings under the 2011 Amended BHH Loan is March 29, 2014.

In addition, on October 1, 2010, Behringer Harvard Mountain Village, LLC entered into the
BHH Cassidy Ridge Loan. Proceeds from the loan were used to complete construction of the condominiums
at Cassidy Ridge. The loan bears interest at 5% and matured on October 1, 2011. The loan is subordinate to
the Cassidy Ridge Loan Agreement. We have not received notice of demand for payment from
Behringer Holdings and they currently have no intention to do so. The outstanding principal balance under the
loan was $0.9 million and $0.6 million at December 31, 2011 and 2010, respectively.

While it is unclear when the overall economy will recover, we do not expect eonditions to improve
significantly in the near future. Management expects that the current volatility in the capital markets will
continue, ‘at least in the short-term. As a result, we expect that we will continue to require liquidity support
from our Sponsor through December 2012. Our Sponsor, subject to its approval, may make available to us
additional funds under the 2011 Amended BHH Loan, potentially up to the borrowing hrmts thereunder. There
is no guarantee that our Sponsor will prov1de additional liquidity to us. '

At December 31, 2011° and 2010, we had payables to related partres of approx1mately $3 4 rmlhon and
$2.3 million, respectively. These balances consist primarily of intérest accrued on the Amended BHH Loan
and management fees\_.payable to our Property Manager.

We are dependent on Behringer Advisors II, our Property Manager, or their affiliates, for certain services
that are essential to us, including disposition decisions, property management and leasing services and other
general and administrative responsibilities. In the event that these companies are unable to provide the
respective services to us, we will be required to obtain such services from other sources.

12. Discontinued Operations

On December 16, 2011, we sold 5050 Quorum for a contract sales price of $6.8 million. Proceeds from
the sale were used to fully satisfy the existing indebtedness associated with the property, resulting in a gain on
troubled debt restructuring of approximately $4.8 million. On June 30, 2011, we sold Landmark I and
Landmark II. The contract sales price for Landmark I and II of $16.2 million was used to fully satisfy the
existing indebtedness associated with the property, after closing costs, resﬁlting in a gain on troubled debt
restructuring of approximately $4.9 million. In addition, on July 5, 2011, pursuant to a foreclosure, we
transferred ownership of the Plaza Skillman property to the associated lender which resulted in a gain on
troubled debt restructuring’ of approximately $3.1 million. We also sold ﬁve previously leased condommlums
at the Palomar Residences.
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-In accordance with GAAP, the results of operations for 5050 Quorum, Landmark I and II and
Plaza Skillman are classified as discontinued operations in the accompanying consolidated statements of
operations. Certain amounts .in the accompanying financial statements have been recast to conform to the
current presentation. The following table summarizes the results of discontinued operations for the years
ended December 31, 2011, 2010 and 2009:

2011 2010 2009

Total TeVEMUES . . . . . o't vt e et $ 3,508 $ 6,381 $ 5,776
Expenses ‘

Property operating €Xpenses. . . . .............. 2,022 2,443 2,451

Asset impairment 108S. . ... .. ... 10,140 2,774 —

Interest €XPensSe. . . v o v v v vt v et i 2,385 2,127 1,816

Real estate taxes . ......... e 414 847 1,010

Property and asset management fees. . .......... 280 536 564
" Depreciation and amortization . . .. ............ 1,250 2,410 2,235
Total eXpenses . . . ..........o. v, 16,491 11,137 8,076
Interestincome . ... ..... ..., 2 1 —
Gain on sale of assets ............. e 59 — —
Gain on troubled debt restructuring . .. ........... 12,842 — —
Netloss. .. ... $ (80) $(4,755) $(2,300)

13. Income Tax Basis’ Net Income (Unaudited)

Our income tax basis net income for the years ended December 31, 2011, 2010 and 2009 is recalculated
as follows:

2011 2010 2009
Net loss attributable to the Partnership for financial
statement purposes. ......... e $(48,141) $(16,614) $(13,038)
Adjustments: , ‘
Organization and start-up costs. . . . . ... ........ — — 3)
Bad debtexpense. .. ... ....ooitiii i 43) 49) 4)
Straight linerent . .. ... ................... 194 438 106
Prepaidrent. . . .. ......... ... ... .. ... ... (243) @) 137
Other. ... ... ... i (78) 50 (250)
Forgiveness of debt by affiliate. . . . ............ — 10,062 15,458
Depreciation . . .. ...... ... . ... ... 52 231 (86)
Amortization. . .. ........ e (1,240) 127 231
Inventory valuation adjustment. . . ............. 26,768 197) 541
Asset impairment loss. . . . ... ... . . oL, 21,765 2,345 —
Cost of real estate inventory sales adjustment. . . . . . (2,539) (874) —
Gain on dispositions. . . ......... ...t (19,610) — —
Income/loss from investments in partnerships. . .. .. (495) (225) (993)
Taxable income (loss) (unaudited) . .............. $(23,610) $ 4,777 $ 1,805
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13. Income Tax Basis Net Income (Unaudited) — (continued)

Taxable income differs from net income for financial reporting - purposes principally because of
differences in the timing of recognition of depreciation, impairment losses and gains (losses) from sales of
property. As a result of these differences,. the- book value of our fixed assets exceeds the tax basis by
$55.5 million at December 31, 2011 and $30.6 million at December 31, 2010.

14. Quarterly Financial Data (Unaudited)

The following table presents selected ﬁnaudited quarterly financial data for each quarter during the years
ended December 31, 2011 and 2010 (in thousands, except per unit amounts).

2011 Quarters Ended

March 31 June 30 September 30 = . December 31
Total TEVENUES . . . . o vttt e e $ 5,205 $ 4,745 $ 6,324 $ 7,931
Loss from continuing operations ............ (4,148) (10,398) (25,533) (9,998)
Income (loss) from discontinued operations . . . . . (1,110) 4,407) 965 4,472
Net loss attributable to noncontrolling interest . . . 284 494 546 692
Net loss attributable to the Partnership ........ $(4,974) $(14,311) $(24,022) $(4,834)
Weighted average number of limited partnership
units outstanding .. ................... 10,804 10,804 10,804 . 10,804
Basic and diluted net loss per limited partnership
UIHE . oot e e e $ (0.46) $ (132 $ (223 $ (0.44)
2010 Quarters Ended
March 31 June 30 September 30 December 31
Total TEVENUES . .« v v ot e et e e $ 4,084 $ 5,059 $ 4,874 $ 4,369
Loss from continuing operations ............ (4,025) (2,287) (2,369) (5,278)
Income (loss) from discontinued operations . . . . . (591) 3,424) 80 (820)
Net loss attributable to noncontrolling interest . . . 534 465 507 594
Net loss attributable to the Partnership ........ $(4,082) $(5,246) $(1,782) $(5,504)
Weighted average number of limited partnership
units outstanding . .................... 10,804 10,804 10,804 10,804
Basic and diluted net loss per limited partnership
1101 O $ (0.38) $ (0.49) $ 017 $ (0.50)
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Behringer Harvard Short-Term Opportunity Fund I LP

Valuations and Qualifying Accounts

Schedule II
(in thousands) '
Balance at Charged to Charged to

Beginning of Costs and Other Balance at
Allowance for Doubtful Accounts Year EXpemes Accounts Deductions End of Year
Year ended December 31, 2011. . . . $ 58 $ 96 $ — $ 70 $ 84
Year ended December 31, 2010. . . . 142 5 — 89 58
Year ended December 31, 2009. . . . 254 279 — 391 142
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Behringer Harvard Short-Term Opportunity Fund I LP

Real Estate and Accumulated Depreciation
Schedule ITI ‘
December 31, 2011
(in thousands)

Initial cost

. - Gross amount .
- Adjustments - carried at - Accumulated Year of Date Depreciable

Property Name - Market ~ Encumbrances  Land Buildings to basis” Transfers close of period depreciation construction  acquired life
1221 Coit Road . . Dallas, TX 9,108 3,500 2955 2,704 — 9,159 955 1986 10/4/2004 @
Hotel Palomar and - ) : : ; .

Residences Dallas, TX 64,022 7.356 31,920 47,743 (30,019)® 57,000 6,304 2006 11/8/2004 @
250/290 John : .

Carpenter -

Freeway . . . ., Dallas, TX 9,650 4,797 16,991 . 1,395 . - 23,183 7,678 1976 4/4/2005 @
Cassidy Ridge . . .. Telluride, CO 27,650 -— : — 28,113 . (28,113)® — — 2011 5/15/2006

Totals . . . ... $110,430 $15,653  $51,866 . $79,955 $(58,132) - $89,342 $14,937

“'In¢ludes adjustments to basis, such as impairment losses.

Buildings are 25 years

~ Transferred to real estate inventory

Hotel is 39 years

A summary of activity for real estat¢ and accumulated depreciation for the years ended December 31,

2011, 2010 and 2009 is as follows (in thousands):

2011 2010 2009
Real estate: _
Balance at beginning of year. ... ................ $149,611 $149,743 $135,009
AddItiONS . . o . v s e e e e e - 2,638 697 399
Disposals and write-offs . . . . .................. - (32,762) (5,210) (149)
“Cost of real estate sold. . . . ... .. ..o . i (30,145) — —
Reclass from real estate invehtory ............... — 4,381 14,484
Balance atend of theyear . ................... $ 89,342 $149,611 $149,743
Accumulated depreciation: o
‘Balance at beginning of year. .". . . . AP L. $ 21,487 $ 16,783 $ 12,466
Depreciation expense . . . .. ... .. RS S 3,916 4,988 4,466
Disposals and write-offs. . .. ............. ... (10,466) (284) ' (149)
Balance at end of theyéar ... ... .............. $ 14,937 $ 21,487 $ 16,783

deakestesieok
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3.1

3.2

4.1

10.1

10.2

21.1%

31.1%

31.2%

32.1*
101*

Second Amended and Restated Agreement of Limited Partnership of the Registrant dated
September 5, 2008 (previously filed and incorporated by reference to Form 8-K filed
September 5,.2008) ~ .

Certificate of Limited Partnership of Reglstrant (prev1ous1y filed and 1ncorporated by reference
to Registrant’s Registration Statement on Form S-11, Comnuss1on File No 333-100125, filed
on September 27, 2002) :

Subscription Agreement and Subscription Agreement Signature Page (previously filed in and
incorporated by reference to Exhibit C to Supplement No. 1 to the prospectus of the
Registrant contained within Post-Effective Amendment No. 1 to the Registrant’s Registration
Statement on Form S-11, Commission File No. 333-100125, filed June 3, 2003)

Purchase Agreement by -and between Behringer Harvard Landmark LP and Forest City
Commercial Development, Inc. (previously filed and incorporated by reference to Form 10-Q
filed August 15, 2011) .
Reinstatement of Sixth Amendment to Purchase Agreement by and between Behnnger
Harvard 250/290 Carpenter Freeway LP and Forest City Commercial Development Inc.
(previously filed and incorporated by reference to Form 10-Q filed November 14, 2011)

List of Subsidiaries -

Rule 13a-14(a) or Rule 15d-14(a) Certification
Rule 13a-14(a) or Rule 15d-14(a) Certification
Section 1350 Certifications**

The following financial statements from the Registrant’s Annual Report on Form 10-K for
the year ended December 31, 2011, filed on March 31, 2012, formatted in. XBRL:
(1) Consolidated Balance Sheets, (ii)) Consolidated Statements of Operations and
Comprehensive Loss, (iii) Consolidated Statements of Equity (deficit), . (iv) Consolidated
Statements of Cash Flows and (v) the Notes to the Consolidated Financial Statements.***

*  filed or furnished herewith

**  In accordance with Item 601(b)(32) of Regulation S-K, this Exhibit is not deemed ““filed”” for purposes of
Section 18 of the Exchange Act or otherwise subject to the liabilities of that section. Such certifications
will not be deemed incorporated by reference into any filing under the Securities Act or the Exchange
Act, except to the extent that the registrant specifically incorporates it by reference.

#*% As provided in Rule 406T of Regulation S-T, this information is furnished and. not filed for purposes of
Sections 11 and 12 of the Securities Act of 1933 and Section 18 of the Securities Act of 1934.
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BEHRINGER HARVARD SHORT-TERM OPPORTUNITY FUND I LP

List of Subsidiaries

Exhibit 21.1

Entity Jurisdiction
Behringer Harvard Quorum I GP, LLC Texas
Behringer Harvard Quorum I LP Texas
Behringer Harvard Plaza Skillman GP, LLC Texas
Behringer Harvard Plaza Skillman LP Texas
Behringer Harvard 4245 Central GP, LL.C Texas
Behringer Harvard 4245 Central LP Texas
Behringer Harvard 1221 Coit GP, LLC Texas
Behringer Harvard 1221 Coit LP Texas
Behringer Harvard Mockingbird Commons GP, LLC Texas
Behringer Harvard Mockingbird Commons LLC Delaware
Behringer Harvard Mockingbird Commons Investors, GP, LLC Texas
Behringer Harvard Mockingbird Commons Investors LP Texas
Behringer Harvard Northwest Highway GP, LLC Texas
Behringer Harvard Northwest Highway LP Texas
Behringer Harvard 250/290 Carpenter GP, LLC Texas
Behringer Harvard 250/290 Carpenter LP Texas
Behringer Harvard Landmark GP, LLC Texas
Behringer Harvard Landmark LP Texas
Graybird Developers, LLC Texas
BHDGI, LTD Texas
Behringer Harvard Mountain Village, LLC Colorado



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Michael J. O’Hanlon, certify that:

1.

I have reviewed this annual report on Form 10-K of Behringer Harvard Short-Term Opportunity
Fund I LP;

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;

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;

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 -

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 the
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.

Dated this 29th day of March, 2012.

/s/ Michael J. O’Hanlon

Michael J. O’Hanlon

Chief Executive Officer and President of
Behringer Harvard Advisors I LP,
General Partner of the Registrant




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Gary S. Bresky, certify that:

1.

I have reviewed this annual report on Form 10-K of Behringer Harvard Short-Term Opportunity
Fund I LP; '

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;

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;

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

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 the
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.

Dated this 29th day of March, 2012.

/s/ Gary S. Bresky

Gary S. Bresky

Chief Financial Officer of
Behringer Harvard Advisors II LP,
General Partner of the Registrant




Exhibit 32.1

SECTION 1350 CERTIFICATIONS

This Certificate is being delivered pursuant to the requirements of Section 1350 of Chapter 63 (Mail
Fraud) of Title 18 (Crimes and Criminal Procedures) of the United States Code, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, and shall not, except to the extent required by the
Sarbanes-Oxley Act of 2002, be deemed filed for purposes of Section 18 of the Securities Act of 1934,
as amended.

The undersigned, who are the Chief Executive Officer and Chief Financial Officer of Behringer Harvard
Advisors II LP, the co-general partner of Behringer Harvard Short-Term Opportunity Fund I LP (the
“Partnership”), each hereby certify, to their knowledge:

The Annual Report on Form 10-K of the Partnership (the “Report™), which accompanies this Certificate,
fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and all
information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of the Partnership.

Dated this 29th day of March, 2012.

/s/ Michael J. O’Hanlon

Michael J. O’Hanlon,

Chief Executive Officer and President of
Behringer Harvard Advisors II LP,
General Partner of the Registrant

/s/ Gary S. Bresky

Gary S. Bresky,

Chief Financial Officer of
Behringer Harvard Advisors II LP,
General Partner of the Registrant
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General Partners and Key Personnel

General Partner Management Team

Behringer Harvard is managed by a seasoned, cohesive team of real estate
and investment professionals with expertise in deal structure, finance, acquisition,
management, and disposition.

Co-General Partners
Behringer Harvard Advisors Il LP
Robert M. Behringer

Key Personnel

Robert M. Behringer Gary S. Bresky
Chairman* Chief Financial Officer*
RobertS. Aisner M. Jason Mattox
Vice-Chairman* Executive Vice President*
Michael J. O'Hanlon S. Jason Hall

Chief Executive Officer and President* Treasurer*

*Behringer Harvard Advisors I[I LP

E-Communications
Go paperless with electronic delivery. Sign up at behringerharvard.com to switch from paper
mailings and view your quarterly statements, tax forms, and other investor communications online.

Safe Harbor
This report contains forward-looking statements. Please refer to the enclosed Annual Report on
Form 10-K for additional information and qualifications regarding forward-looking statements.
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