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OUR MISSION

OUR VISION

TĔ ĕėĔěĎĉĊ đĔĜ-ėĎĘĐ Ćēĉ ĎēĈĔĒĊ-
ĕėĔĉĚĈĎēČ ėĊĆđ ĊĘęĆęĊ ĎēěĊĘęĒĊēę 

ĔĕĕĔėęĚēĎęĎĊĘ ęĔ ĎēěĊĘęĔėĘ.

TĔ ćĊ ęčĊ ĒĔĘę ėĊđĎĆćđĊ, ĜĊđđ-
ĒĆēĆČĊĉ Ćēĉ ęėĆēĘĕĆėĊēę REIT Ďē 

ęčĊ UēĎęĊĉ SęĆęĊĘ.
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20182019

INCOME STATEMENT

Rental Revenues

Total Expenses 

Net Income (Loss)

Funds From Operations

Rental Revenues

Net Income (Loss)

BALANCE SHEET

SHAREHOLDER DATA

Total Real Estate Investments (1)

Total Assets

Total Liabilities

Shareholder Equity

Total Real Estate Investments (1)

Total Liabilities

Common Shares/UPREIT Units Outstanding

UPREIT Units Outstanding

Common Shares Outstanding

Common Shares/UPREIT Units Outstanding

Common Shares Outstanding

$    18,213

20,961

(2,630)

7,124

$    19,332

20,324

(891)

6,738

$  109,041

138,462

84,212

54,250

$  133,969

149,970

98,046

51,924

7,047

2,626

4,421

7,639

2,769

4,870

(1) Total Real Estate Investments include real estate and related assets purchased at the time of acquisition.
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OUR VALUES

RESPECT
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TRANSPARENCY
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RESPECT

 OUR  VALUES

EXCELLENCE

INTEGRITY

TRANSPARENCY

STEWARDSHIP

We develop and maintain relationships based on trust, 
cooperation, collaboration and open communication with 
investors, state and federal agencies, brokers and our many 
service providers. 

We achieve excellence by fostering a work environment that 
supports learning, innovation, and change.  We  strive for 
continuous improvement, recognizing these components 
as essential to achieving excellence.

Integrity is the foundation of our credibility. We set high 
standards for our work and follow the highest ethical and 
professional standards.

We dare to lead with a focus beyond today. We are 
committed to our investors long-term, working to build a 
stronger trust for future generations and acting at all times 
with an owner's mentality.

To best serve our investors, we provide accurate, complete 
and conservative information. We produce reports that are 
objective, useful, clear and candid. The results of our work 
are intended to add value to our investors.



SHARE PRICE

 DEAR  VALUED  INVESTORS,
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DIVIDEND YIELD

2016 2017 2018 2019

$9.00

$10.00

$10.25 $10.25

2016 2017 2018 2019

5.00%

5.50% 5.50%

5.75%

On behalf of your Board of Trustees, Offi  cers and the entire Sterling Team, thank you for the continued 
opportunity to serve you.  Since our founding in 2016, we have sought to build a REIT that supports 
sustainable growth over the long term.  In our four short years, we are very pleased our portfolio is not 
only poised for future growth but is performing well in the present.  2019 was another strong year 
for Sterling Offi  ce and Industrial Trust, where we continue to lay the groundwork for long-term equity 
growth and sustainable income for our investors.  Today, the Trust’s market capitalization has grown to 
$179.5 million through a patient and disciplined approach of acquiring quality real estate occupied by a 
strong base of tenants.                                                              
                                                                                                                                                                                                                                                                                   
We continue to focus on expanding our portfolio through acquisitions of well-located, appreciating 
properties in our two core real estate sectors: net lease industrial and multi-tenant offi  ce.  As of 
December 31, 2019, we directly own 29 properties comprised of approximately 1.8 million square feet, 
with a diverse geography across 11 states.  We continue to foster a favorable reputation in the market by 
building our brand and establishing key relationships.  We believe this to be a critical component to our 
growth objectives and long-term reputation.

Over the past four years, we have established a fi rm foundation for investor success. The Trust has 
provided our investors with a 9.6% compounded annual rate of return, a metric we are pleased with yet 
driven to continuously improve.  Sterling’s focused execution closely aligns with our long-term strategy 
of acquiring high-quality assets, proactively managing lease expirations, enhancing our existing product 
quality, and maintaining strong balance sheet metrics.  We believe these core competencies drive the 
operating results of the Trust and are key to enhancing the growth of your investment.
                                                                                                                                                                                                                                                                                  
2019 HIGHLIGHTS
During 2019, we built upon our past success by staying true to our core operating principles and 
fundamental strategy.  We advanced our position through strong operating performance, thoughtful 
acquisitions, and maintaining a healthy balance sheet.  As we continue to adhere to our strategy, we 
relentlessly seek to be good stewards of shareholder capital and continue our mission of creating long-
term value for you, our loyal investor.

Throughout the year, our focused execution continued to drive positive results within the operations 
of our existing portfolio. The Trust’s revenues grew by 6.1% over 2018, increasing to $19.3 million, 
primarily driven by new acquisitions and consistent leasing activity.   Net operating income (NOI) 
improved by 2.1% and funds from operation (FFO) declined from the prior year, largely due to non-cash 
activities.                                                                                                                                              
                                                                                                                                                                                                                                                                                    
We continued to actively manage our properties to be ‘best in class’ by maximizing income opportunity 
and managing lease exposure.  We proactively secured 12 leases, totaling 139,000 square feet with 
a combined value of $9.8 million.  Occupancy across the portfolio remained elevated above market 
averages, ending the year at 94.2%.  Our steadfast attention to portfolio management continued to 
underpin a fi rm baseline for future success while adding immediate value through steady operating cash 
fl ow.  
                                                                                                                                                                                                                                                                                           
In 2019, we successfully deployed $24.9 million of capital by acquiring 321,000 square feet of industrial 
real estate, consisting of seven properties across the upper Midwest. These assets are anchored by 
tenants with histories of strong fi nancial health and low volatility risk.  From these new investments, we 
anticipate an increase of $2.0 million in rental income, representing roughly 9.8% of our total projected 
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DIVIDENDS
PER SHARE

2016 2017 2018 2019

$0.45

$0.55
$0.56

$0.59

SHARES AND UNITS
OUTSTANDING
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Wilbur D. Wright
Chairman of the Board

Kenneth P. Regan
Chief Executive Offi  cer

2020 rental income.  Additionally, these well-secured assets will continue to provide the opportunity to 
obtain attractive long-term fi xed rate fi nancing, moderating interest rate risk and establishing predictable, 
long-term cash fl ow.  

Sterling’s strong 2019 operating and fi nancial performance resulted in increased investor value.  In 
response to our healthy fi nancial condition, your Board of Trustees elected to increase our share and 
unit price from $10.25 to $10.50, a 2.4% increase eff ective January 1, 2020.  In addition, your Board 
also voted to increase the annual dividend by 2.4%.  This maintains the 5.75% dividend yield on the new 
$10.50 share and unit price valuation.  
                                                                                                                                                                                                                                                                       
WELL POSITIONED FOR THE FUTURE
Looking ahead, we will continue to pursue our proven strategy of owning and acquiring well-located assets 
with stable real estate fundamentals that are accretive to earnings and enhance cash fl ow, ultimately 
driving shareholder return.  We are confi dent our patient and disciplined strategy works over the long term 
across various real estate cycles.  With our diligent and ongoing underwriting of properties, our portfolio 
will continue to produce strong and stable cash fl ow during the life of our investments.  
                                                                                                                                                                                                                                                                                               
Our debt and equity environments remain strong with a healthy balance sheet to support our growth.  
Our debt is well structured with an average interest rate of 4.23% and we continue to take advantage of 
historically low interest rates.  Additionally, our debt to market capitalization remains well balanced at 
54.9%, blending the benefi ts of lower cost of debt while having a secure equity interest in each property.  
Contingent on market and economic conditions, we believe this well-balanced fi nancial position will fuel 
our growth.  
                                                                                                                                                                                                                                                                                              
Our vision remains unchanged.  We set out to create long-term value for our investors  .  We are committed 
to staying focused on positioning the portfolio to endure the long-term realities of a very fl uid real estate 
market.    We will continue to invest in offi  ce and industrial assets in geographies where the underlying 
demographics correlate to the success of real estate performance.  Our portfolio management will remain 
focused on sustaining high levels of occupancy and staying ahead of the leasing curve.
                                                                                                                                                                                                                                                                                       
We have a tremendous sense of community at Sterling and would like to express our gratitude to several 
groups of people.  First, to you, our loyal investor, we greatly appreciate the investment you have made 
and the confi dence you have placed in us.  As stated before, we strive to be the best stewards of your 
money and make every decision in your best interest.  To our Board of Trustees, their vision, infl uence 
and feedback is highly regarded and appreciated.  Finally, to the talented employees at Sterling for their 
dedication and commitment to our mission.
                                                                                                                                                                                                                                                                                          
We look forward to a promising and rewarding future.
                                                                                                                                                                                                                                                                                   
Sincerely,
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North Park 1, Omaha, NE 

TčĊ REIT SęėĚĈęĚėĊ

A Real Estate Investment Trust (“REIT”) is an investment vehicle created by the United States Congress through 
the Real Estate Investment Act, enacted in 1960. This Act authorized real estate ownership structures to be 
treated similar to mutual funds, providing for a tax-exempt pass-through entity with broad-based ownership 
distributing most of its earnings and capital gains to investors. Investment in a REIT off ers diversifi cation benefi ts 
since REITs often render diff ering investment strategies in terms of property type and geographic focus.

SęĊėđĎēČ OċċĎĈĊ Ćēĉ IēĉĚĘęėĎĆđ TėĚĘę

Sterling Offi  ce and Industrial Trust is an unincorporated North Dakota trust formed on March 2, 2016, to invest 
primarily in a diversifi ed portfolio of freestanding, single or multi-tenant offi  ce and industrial properties leased to 
creditworthy tenants. The Trust has elected to be taxed as a Real Estate Investment Trust (“REIT”) under Sections 
856-860 of the Internal Revenue Code. The Trust's mission is to provide investors the opportunity of long-term 
ownership in lower risk and well-managed income-producing real estate. 

SęĊėđĎēČ OċċĎĈĊ Ćēĉ IēĉĚĘęėĎĆđ PėĔĕĊėęĎĊĘ, LLLP

Sterling Offi  ce and Industrial Trust is an Umbrella Partnership Real Estate Investment Trust that holds all of 
its properties in a separate partnership, Sterling Offi  ce and Industrial Properties, LLLP (“Sterling Offi  ce and 
Industrial Properties”).  The Trust controls Sterling Offi  ce and Industrial Properties and acts as its general partner.  
The Trust uses Sterling Offi  ce and Industrial Properties to acquire properties, including through the exchange of 
limited partnership units for properties.  These “UPREIT” exchanges can be advantageous, as the seller may be 
able to defer taxation of gain until the seller later resells the limited partnership units received in the exchange.  
By off ering sellers the ability to defer taxation, the Trust gains an advantage in acquiring quality properties.

SęĊėđĎēČ MĆēĆČĊĒĊēę, LLC

Sterling Offi  ce and Industrial Trust operates under the direction of the Board of Trustees. Sterling Offi  ce and 
Industrial Trust has no employees and therefore retains Sterling Management, LLC to manage its owned real 
estate and business operations. Sterling  Management’s CEO, President, CIO, and CFO serve as executive offi  cers 
of the Trust.
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 2019  ACQUISITIONS
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SĎĝ SĆđĊ-LĊĆĘĊćĆĈĐ IēĉĚĘęėĎĆđ WĆėĊčĔĚĘĊ PėĔĕĊėęĎĊĘ

WĔĔĉćĚėĞ TĊĈčēĔđĔČĞ CĊēęĊė

DĆęĊ AĈĖĚĎėĊĉ: MĆėĈč 11, 2019
PĚėĈčĆĘĊ PėĎĈĊ: $19,190,228
SĖĚĆėĊ FĊĊę: 250,907
NĚĒćĊė Ĕċ BĚĎđĉĎēČĘ: 6
AĘĘĊę CđĆĘĘ: IēĉĚĘęėĎĆđ
LĔĈĆęĎĔē: NĔėęč DĆĐĔęĆ, MĎēēĊĘĔęĆ, 
SĔĚęč DĆĐĔęĆ, ƭ WĎĘĈĔēĘĔē

DĆęĊ AĈĖĚĎėĊĉ: NĔěĊĒćĊė 1, 2019
PĚėĈčĆĘĊ PėĎĈĊ: $5,765,000
SĖĚĆėĊ FĊĊę: 69,600
NĚĒćĊė Ĕċ BĚĎđĉĎēČĘ: 1
AĘĘĊę CđĆĘĘ: IēĉĚĘęėĎĆđ
LĔĈĆęĎĔē: WĔĔĉćĚėĞ, MĎēēĊĘĔęĆ



OUR  PORTFOLIO
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NET OPERATING INCOME BY STATE

DIVERSIFIED ASSETS BY INDUSTRY
We consider many factors as we build our portfolio of diversifi ed offi  ce and industrial investement real estate. 

These factors include tenant strength, lease duration, fi nancing terms, geography and industry. Our properties are 

geographically diverse with locations in 11 states. We intend to maintain a long-term, buy-and-hold strategy while 

expanding our footprint throughout the Midwest cooridor.

INVESTMENT OBJECTIVES
- Provide our investors a high-quality, long-term real estate investment through acquisition of stabilized offi  ce and 

industrial properties in the Midwest region of the United States.

- Off er an investment option where our common share value is correlated to real estate as an asset class rather than 

traditional asset classes such as stocks and bonds.

- Provide a hedge against infl ation through the use of short-term and long-term lease arrangements with our tenants.



 PORTFOLIO SUMMARY
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1.8M
SQUARE FEETT

11
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 INVESTOR  RETURN
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TĔęĆđ E

Total equity is the residual interest in the assets of an entity that remains after deducting its liabilities. Sterling Offi  ce and 
Industrial Trust's year-end 2019 Equity was $51,924,000, which includes accumulated depreciation and amortization 
of $20,347,000 from real estate property value. Adding back the accumulated depreciation and amortization for 
2019 shows an Adjusted Equity position of $70,792,000. 

DĎěĎĉĊēĉĘ Ćēĉ D  D

Sterling Offi  ce and Industrial Trust and Sterling Offi  ce and Industrial Properties, LLLP has a consistent history of dividend 
and distribution payments to share and unit holders. In 2019, the annual yield increased to 5.75% ($0.589375 per 
share) and declared its 15Ƙƌ consecutive quarterly dividend/distribution payment.   

2018

2017

$54,250,000

$40,615,000

2019 $51,924,000

2018

2017

$4,075,426

$2,974,610

2019 $4,512,793

TĔęĆđ AēēĚĆđ S  R

Annualized return is the amount earned by an investment each year over a given time period. These 
fi gures show the compounded return throughout the given time frames. The total annualized return 
calculation includes dividend payments and share price appreciation.

*This data assumes a 5% dividend reinvestment discount throughout and reinvesting all dividends.

3 YR 10.66%

1 YR 6.19%
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 BOARD OF  TRUSTEES

WĎđćĚė W KĊēēĊęč R TĎĒĔęčĞ H RĚĕ N

JĆĒĊĘ W DĆēĎĊđ W LĆēĈĊ W

KĊēēĊęč R

Chief Executive Offi  cer

RĞĆē D

President

EėĎĈĆ C
Chief Financial Offi  cer

JĔĊđ T
Chief Investment Offi  cer

EXECUTIVE OFFICERS

President & SecretaryChief Executive Offi  cer

AUDIT COMMITTEE

TĎĒĔęčĞ HĆĚČĊē*
DĆēĎĊđ WĎđĘĔē
WĎđćĚė WėĎČčę

EXECUTIVE COMMITTEE

JĆĒĊĘ WĎĊđĆēĉ
DĆēĎĊđ WĎđĘĔē
WĎđćĚė WėĎČčę*

NOMINATION AND 
GOVERNANCE COMMITTEE

RĚĕ NĆČĆđĆ
JĆĒĊĘ WĎĊđĆēĉ
LĆēĈĊ WĔđċ*

*Indicates Committee Chair

Sterling Offi  ce and Industrial Trust operates under the direction of our Board of 
Trustees. The Board is responsible for the overall management and control of our 
aff airs. Our Trustees have decades of business, real estate, property management, 
banking and fi nance experience. Each board member is also a shareholder. The 
Board is deeply involved in the Trust's risk management. As part of this process, 
the Board receives regular reports from Management, which include consideration 
of operational, fi nancial, legal, regulatory and strategic risks facing the Trust and 
Partnership. 



 INVESTOR  RELATIONS
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Sterling Offi  ce and Industrial Trust was formed to invest primarily in a diversifi ed portfolio of 
freestanding, single and multi-tenant offi  ce and industrial properties leased to creditworthy tenants. 
Our work for investors starts with our Mission: to provide investors the opportunity of long-term 
ownership in lower risk and well-managed income-producing real estate. It declares our purpose 
and serves as the gold standard against which we weigh our decisions. It is enduring and drives us to 
consistently look forward. 

Communications concerning shareholder address changes, stock transfers, changes of ownership, 
payment of dividends or other account services can be directed to:

Investor Relations
1711 Gold Drive South, Suite 100 

Fargo, ND 58103
(877) 269-1031

soitir@sretrust.com

            AēēĚĆđ M

We sincerely hope you can join us for this year’s annual meeting on June 24, 2020, at 6:00 p.m. at 
the Holiday Inn, Fargo, North Dakota. Due to Covid-19, our annual meeting may be hosted virtually. 
Communication regarding any alternative meeting arrangements will be provided to shareholders as 
promptly as practicable.  

If you have any questions regarding the annual meeting, please contact our offi  ce by calling (877) 269-
1031.

We look forward to seeing you in June!

VISIT US ONLINE!

For more information about the Trust, 
visit us online at:

www.soitrust.com 
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Management’s Responsibility for the Consolidated Financial Statements 

Auditors' Responsibility 



Opinion













Basis of Presentation and Use of Estimates 

Principles of Consolidation 

Principal Business Activity 



Concentration of Credit Risk

Use of Estimates  

Real Estate Investments 





Cash and Cash Equivalents and Restricted Deposits 

Receivables 

Financing and Lease Costs 

Debt Issuance Costs 

Intangible Assets



Noncontrolling Interest 

Syndication Costs 

Special Limited Partner

Federal Income Taxes 



Income Taxes, 

Revenue Recognition 



Earnings per Common Share 

Recent Accounting Pronouncements  





Tenant Security Deposits 

Replacement Reserves 









Credit-risk-related Contingent Features 



Recurring Fair Value Measurements 

Fair value of interest rate swaps: 



Fair value Disclosures 

Mortgage notes payable: 

Non-controlling Interests



Special Limited Partner



Property Management Fee  

Board of Trustee Fees 



Advisory Agreement 



Operating Partnership Units Issued in Connection with Acquisitions 

Commissions



Environmental Matters 

Risk of Uninsured Property Losses 

Litigation 





Estimated Value of Units/Shares 
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