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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark

One):

. QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
Y ACT OF 1934

For the quarterly period ended June 30, 2018

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 1-13610
CIM COMMERCIAL TRUST CORPORATION
(Exact name of registrant as specified in its charter)

Maryland 75-6446078

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)

17950 Preston Road, Suite 600, Dallas, TX 75252 (972) 349-3200

(Address of principal executive offices) (Registrant's telephone number)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YESy NO o
Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(Section 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was
required to submit and post such files). YESy NOo

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange
Act.

Large accelerated filer o Accelerated filer o Non-accelerated filer o

(Do not check if a

smaller reporting company)

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). YESo NOy

As of August 3, 2018, the Registrant had outstanding 43,795,073 shares of common stock, par value $0.001 per share.

Smaller reporting company y Emerging growth company o
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands, except share and per share amounts)

June 30, December
2018 31,2017
(Unaudited)
ASSETS
Investments in real estate, net $1,075,931 $957,725
Cash and cash equivalents 91,192 129,310
Restricted cash 22,800 27,008
Loans receivable, net 71,606 81,056
Accounts receivable, net 9,169 13,627
Deferred rent receivable and charges, net 86,162 84,748
Other intangible assets, net 11,625 6,381
Other assets 19,876 36,533
TOTAL ASSETS $1,388,361 $1,336,388
LIABILITIES, REDEEMABLE PREFERRED STOCK, AND EQUITY
LIABILITIES:
Debt, net $666,932  $630,852
Accounts payable and accrued expenses 27,391 26,394
Intangible liabilities, net 3,829 1,070
Due to related parties 9,203 8,814
Other liabilities 14,529 14,629
Total liabilities 721,884 681,759

COMMITMENTS AND CONTINGENCIES (Note 15)

REDEEMABLE PREFERRED STOCK: Series A, $0.001 par value; 36,000,000 shares
authorized; 1,845,473 and 1,842,353 shares issued and outstanding, respectively, at June
30, 2018 and 1,225,734 and 1,224,712 shares issued and outstanding, respectively, at
December 31, 2017; liquidation preference of $25.00 per share, subject to adjustment
EQUITY:

Series A cumulative redeemable preferred stock, $0.001 par value; 36,000,000 shares
authorized; 308,775 and 307,510 shares issued and outstanding, respectively, at June 30,
2018 and 61,435 and 60,592 shares issued and outstanding, respectively, at December 31,
2017; liquidation preference of $25.00 per share, subject to adjustment

Series L cumulative redeemable preferred stock, $0.001 par value; 9,000,000 shares
authorized; 8,080,740 shares issued and outstanding at June 30, 2018 and December 31, 229,251 229,251
2017; liquidation preference of $28.37 per share, subject to adjustment

Common stock, $0.001 par value; 900,000,000 shares authorized; 43,795,073 and

42,037 27,924

7,637 1,508

43,784,939 shares issued and outstanding at June 30, 2018 and December 31, 2017, 44 44
respectively

Additional paid-in capital 792,245 792,631
Accumulated other comprehensive income 3,221 1,631
Distributions in excess of earnings (408,797 ) (399,250 )
Total stockholders' equity 623,601 625,815
Noncontrolling interests 839 890

Total equity 624,440 626,705
TOTAL LIABILITIES, REDEEMABLE PREFERRED STOCK, AND EQUITY $1,388,361 $1,336,388

The accompanying notes are an integral part of these consolidated financial statements.
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES

Consolidated Statements of Operations

(In thousands, except per share amounts)
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017

(Unaudited)
REVENUES:
Rental and other property income $34.900 $46,124 $68,697 $97,183
Hotel income 10,160 9,832 19,849 19,582
Expense reimbursements 3,351 2,526 4,960 5,556
Interest and other income 3,148 2,817 6,451 5,927
51,559 61,299 99,957 128,248
EXPENSES:
Rental and other property operating 20,780 27,249 38,800 50,209
Asset management and other fees to related parties 6,143 7,863 12,354 16,563
Interest 6,811 9,513 13,444 19,286
General and administrative 1,915 1,647 5,291 3,326
Transaction costs (Note 15) 344 11,615 344 11,628
Depreciation and amortization 13,325 14,761 26,473 31,992
Impairment of real estate (Note 2) — 13,100 — 13,100
49,318 85,748 96,706 146,104
Gain on sale of real estate (Note 3) — 116,283 — 304,017
INCOME BEFORE PROVISION FOR INCOME TAXES 2,241 91,834 3,251 286,161
Provision for income taxes 292 462 680 854
NET INCOME 1,949 91,372 2,571 285,307
Net income attributable to noncontrolling interests (12 ) 9 ) (16 ) (14
NET INCOME ATTRIBUTABLE TO THE COMPANY 1,937 91,363 2,555 285,293
Redeemable preferred stock dividends accumulated (Note 10) (3,152 ) — 6,304 ) —
Redeemable preferred stock dividends declared (Note 10) 662 ) (72 ) (1,155 ) (103
Redeemable preferred stock redemptions (Note 10) 1 — 2 —
NET (LOSS) INCOME ATTRIBUTABLE TO COMMON
STOCKHOLDERS $(1,876) $91,291 $(4,902) $285,190
NET (LOSS) INCOME ATTRIBUTABLE TO COMMON
STOCKHOLDERS PER SHARE:
Basic $(0.04 ) $1.16 $(0.11 ) $3.50
Diluted $(0.04 ) $1.16 $(0.11 ) $3.50
WEIGHTED AVERAGE SHARES OF COMMON STOCK
OUTSTANDING:
Basic 43,791 78,871 43,788 81,445
Diluted 43,7791 78,871 43,788 81,445

The accompanying notes are an integral part of these consolidated financial statements.

)
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income

(In thousands)
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017

(Unaudited)
NET INCOME $1,949 $91,372 $2,571 $285,307
Other comprehensive income (loss): cash flow hedges 407 440 ) 1,590 1,112
COMPREHENSIVE INCOME 2,356 90,932 4,161 286,419
Comprehensive income attributable to noncontrolling interests (12 ) O )y (16 ) (14 )

COMPREHENSIVE INCOME ATTRIBUTABLE TO THE COMPANY $2,344 $90,923 $4,145 $286,405
The accompanying notes are an integral part of these consolidated financial statements.
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Consolidated Statements of Equity
(In thousands, except share and per share amounts)

Six Months Ended June 30, 2018

Common Stock Preferred Stock

Series A Series L
Par
Shares Shares AmountShares Amount
Value

(Unaudited)
Balances,
December 31, 43,784,939 $44 60,592 $1,508 8,080,740 $229,251
2017
Distributions to
noncontrolling — — — — — —
interests
Stock-based
compensation 10,134 — — — — —
expense
Common
dividends
($0.25 per
share)
Issuance of
Series A
Preferred
Warrants
Dividends to
holders of
Series A
Preferred Stock
($0.6875 per
share)
Reclassification
of Series A
Preferred Stock — — 246,918 6,129 — —
to permanent
equity
Redemption of
Series A — — — — — —
Preferred Stock
Other
comprehensive — — — — — —
income
Net income — — — — — —

lsglzrz)cle;, June 12 705,073 $44 307.510 $7.637 8.080.740 $229.251

Additional
Paid-in
Capital

$792,631

86

40

(514 )

$792,245

uBltstrlbuthl‘lﬁ\I

Ot h n-cotiotalling
Comprelll%rglve InterestEquity
Incom

$1,631 $(399,250) $890 $626,705
— — 67 ) (67

- — — 86

— (10,947 ) — (10,947

— (1,155 ) — (1,155

— — — 5,615

1,590 — — 1,590

— 2,555 16 2,571
$3,221 $(408,797) $839 $624,440

)

)

)
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Six Months Ended June 30, 2017
Common Stock

Accumulated
ar Alet.lonal Other Plstrlbutlons Non-controllifigtal
Shares Paid-in ComprehensineExcess of .
Value . . Interests Equity
Capital Income Earnings
(Loss)
(Unaudited)
Balances, December 31,2016 84,048,081 $84 $1,566,073 $ (509 ) $(599,971) $ 912 $966,589
Dlstrlbutlons to noncontrolling L o L (37 ) (37
interests
Stock-based compensation 9.585 g o L o 73
expense
Share repurchase (26,181,818) (26 ) (489,027 ) — (86,947 ) — (576,000
Special cash dividends paid to
certain common stockholders — —  — — (4,872 ) — (4,872
($2.26 per share) (Note 11)
Common dividends ($0.34375 o - o (25620 ) — (25.620
per share)
Issuance of Series A Preferred o B o L o 27
Warrants
Dividends to holders of Series A
Preferred Stock ($0.6875 per — — — — (103 ) — (103
share)
Other comprehensive income — S — 1,112 — — 1,112
Net income — S — — 285,293 14 285,307
Balances, June 30, 2017 57,875,848 $58 $1,077,151 $ 603 $(432,220 ) $ 889 $646,481

The accompanying notes are an integral part of these consolidated financial statements.

)

)
)

)

)
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Deferred rent and amortization of intangible assets, liabilities and lease inducements
Depreciation and amortization

Transfer of right to collect supplemental real estate tax reimbursements
Gain on sale of real estate

Impairment of real estate

Straight-line rent, below-market ground lease and amortization of intangible assets
Amortization of deferred loan costs

Amortization of premiums and discounts on debt

Unrealized premium adjustment

Amortization and accretion on loans receivable, net

Bad debt expense

Deferred income taxes

Stock-based compensation

Loans funded, held for sale to secondary market

Proceeds from sale of guaranteed loans

Principal collected on loans subject to secured borrowings

Other operating activity

Changes in operating assets and liabilities:

Accounts receivable and interest receivable

Other assets

Accounts payable and accrued expenses

Deferred leasing costs

Other liabilities

Due to related parties

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Additions to investments in real estate

Acquisition of real estate

Proceeds from sale of real estate, net

Loans funded

Principal collected on loans

Other investing activity

Net cash (used in) provided by investing activities

(Continued)

6

Six Months Ended
June 30,

2018 2017
(Unaudited)

$2,571 $285,307

(2,807 ) (2,662 )
26,473 31,992

— (5,097 )
— (304,017 )
— 13,100
(18 ) 881

386 808

(109 ) (458 )
1,436 722

(168 ) 140

151 187

21 459

86 78

(21,345 (17,906
29,098 16,737
1,501 4,935
(525 ) (441 )

~—

4,340 (2,682 )
(2,283 ) (1,653 )
(861 ) 5,631
(1,341 ) (2,557 )
@82 ) (1,748 )
389 4

36,913 21,760

(8,053) 9915 )
(112,048 —

— 642,886
(7,115 ) (5,969 )
6,389 5,496

76 67
(120,751 632,565

10
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows (Continued)
(In thousands)

CASH FLOWS FROM FINANCING ACTIVITIES:
Payment of mortgages payable

Payment of principal on SBA 7(a) loan-backed notes
Proceeds from SBA 7(a) loan-backed notes

Payment of principal on secured borrowings

Proceeds from secured borrowings

Payment of deferred preferred stock offering costs
Payment of deferred loan costs

Payment of common dividends

Payment of special cash dividends

Repurchase of Common Stock

Net proceeds from issuance of Series A Preferred Warrants
Net proceeds from issuance of Series A Preferred Stock
Payment of preferred stock dividends

Redemption of Series A Preferred Stock

Noncontrolling interests' distributions

Net cash provided by (used in) financing activities

Change in cash balances included in assets held for sale
NET DECREASE IN CASH AND CASH EQUIVALENTS AND RESTRICTED CASH
CASH AND CASH EQUIVALENTS AND RESTRICTED CASH:
Beginning of period

End of period

RECONCILIATION OF CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

TO THE CONSOLIDATED BALANCE SHEETS:

Cash and cash equivalents

Restricted cash

Total cash and cash equivalents and restricted cash

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the period for interest

Federal income taxes paid

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND FINANCING
ACTIVITIES:

Additions to investments in real estate included in accounts payable and accrued expenses
Net increase in fair value of derivatives applied to other comprehensive income
Reduction of loans receivable and secured borrowings due to the SBA's repurchase of the
guaranteed portion of a loan

Additions to deferred costs included in accounts payable and accrued expenses

Additions to preferred stock offering costs included in accounts payable and accrued expenses

Accrual of dividends payable to preferred stockholders

Preferred stock offering costs offset against redeemable preferred stock in temporary equity

Reclassification of Series A Preferred Stock from temporary equity to permanent equity
The accompanying notes are an integral part of these consolidated financial statements.

Six Months Ended
June 30,

2018 2017
(Unaudited)

— (65,569 )
(597 ) —
38,200 —
(1,501 ) 4,935 )
772 —
(857 ) (862 )

(1,071 ) (4 )
(10,947 ) (25,620 )
(1,575 ) (4872 )
— (576,000 )
40 27

19,923 5,645
(742 ) (40 )
(66 ) —

(67 ) (37 )
41,512 (672,267)
— (2,955 )

(42,326 ) (20,897 )

156,318 176,609
$113,992 $155,712

$91,192  $129,006
22,800 26,706
$113,992 $155,712

$13,124  $19,303
$247 $259
$11,835 $6,883
$1,590 $1,112
$— $534
$276 $—
$334 $1,387
$662 $72
$140 $21
$5,615 $—

11
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements as of June 30, 2018 and December 31, 2017, and
for the Three and Six Months Ended June 30, 2018 and 2017 (Unaudited)

1. ORGANIZATION AND OPERATIONS

CIM Commercial Trust Corporation ("CIM Commercial" or the "Company"), a Maryland corporation and real estate
investment trust ("REIT"), together with its wholly-owned subsidiaries ("we," "us" or "our"), primarily acquires,
owns, and operates Class A and creative office assets in vibrant and improving urban communities throughout the
United States. These communities are located in areas that include traditional downtown areas and suburban main
streets, which have high barriers to entry, high population density, improving demographic trends and a propensity for
growth. We were originally organized in 1993 as PMC Commercial Trust ("PMC Commercial"), a Texas real estate
investment trust.

On July 8, 2013, PMC Commercial entered into a merger agreement (the "Merger Agreement") with CIM Urban
REIT, LLC ("CIM REIT"), an affiliate of CIM Group, L.P. ("CIM Group" or "CIM"), and subsidiaries of the
respective parties. CIM REIT was a private commercial REIT and was the owner of CIM Urban Partners, L.P. ("CIM
Urban"). The transaction (the "Merger") was completed on March 11, 2014 (the "Acquisition Date"). As a result of the
Merger and related transactions, CIM Urban became our wholly-owned subsidiary.

Our common stock, $0.001 par value per share ("Common Stock"), is currently traded on the Nasdaq Global Market
("Nasdaq") and on the Tel Aviv Stock Exchange (the "TASE"), in each case under the ticker symbol "CMCT." Our
Series L preferred stock, $0.001 par value per share ("Series L Preferred Stock"), is currently traded on Nasdaq and on
the TASE, in each case under the ticker symbol "CMCTP." We have authorized for issuance 900,000,000 shares of
common stock and 100,000,000 shares of preferred stock ("Preferred Stock").

CIM Commercial has qualified and intends to continue to qualify as a REIT, as defined in the Internal Revenue Code
of 1986, as amended.

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For more information regarding our significant accounting policies and estimates, please refer to "Basis of
Presentation and Summary of Significant Accounting Policies" contained in Note 2 to our consolidated financial
statements for the year ended December 31, 2017, included in our Annual Report on Form 10-K filed with the
Securities and Exchange Commission ("SEC") on March 12, 2018.

Interim Financial Information—The accompanying interim consolidated financial statements of CIM Commercial have
been prepared by our management in accordance with accounting principles generally accepted in the United States of
America ("GAAP"). Certain information and note disclosures required for annual financial statements have been
condensed or excluded pursuant to SEC rules and regulations. Accordingly, the interim consolidated financial
statements do not include all of the information and notes required by GAAP for complete financial statements. The
accompanying financial information reflects all adjustments which are, in the opinion of our management, of a normal
recurring nature and necessary for a fair presentation of our financial position, results of operations and cash flows for
the interim periods. Operating results for the three and six months ended June 30, 2018 are not necessarily indicative
of the results that may be expected for the year ending December 31, 2018. Our accompanying interim consolidated
financial statements should be read in conjunction with our audited consolidated financial statements and the notes
thereto, included in our Annual Report on Form 10-K filed with the SEC on March 12, 2018.

Principles of Consolidation—The consolidated financial statements include the accounts of CIM Commercial and its
subsidiaries. All intercompany transactions and balances have been eliminated in consolidation.

8
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements as of June 30, 2018 and December 31, 2017, and
for the Three and Six Months Ended June 30, 2018 and 2017 (Unaudited)

Investments in Real Estate—Real estate acquisitions are recorded at cost as of the acquisition date. Costs related to the
acquisition of properties are expensed as incurred for acquisitions that occurred prior to October 1, 2017. For any
acquisition occurring on or after October 1, 2017, we have and will conduct an analysis to determine if the acquisition
constitutes a business combination or an asset purchase. If the acquisition constitutes a business combination, then the
transaction costs will be expensed as incurred, and if the acquisition constitutes an asset purchase, then the transaction
costs will be capitalized. Investments in real estate are stated at depreciated cost. Depreciation and amortization are
recorded on a straight-line basis over the estimated useful lives as follows:

Buildings and improvements 15 - 40 years

Furniture, fixtures, and equipment 3 - 5 years

Shorter of the useful lives or the

terms of the related leases

Improvements and replacements are capitalized when they extend the useful life, increase capacity, or improve the
efficiency of the asset. Ordinary repairs and maintenance are expensed as incurred.

Investments in real estate are evaluated for impairment on a quarterly basis or whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount to the future net cash flows, undiscounted and without
interest, expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the assets exceeds the estimated fair value of
the assets. The estimated fair value of the asset group identified for step two of the impairment testing under GAAP is
based on either the income approach with market discount rate, terminal capitalization rate and rental rate assumptions
being most critical, or on the sales comparison approach to similar properties. Assets to be disposed of are reported at
the lower of the carrying amount or fair value, less costs to sell. We recognized impairment of long-lived assets of $0
and $13,100,000 during the three months ended June 30, 2018 and 2017, respectively, and $0 and $13,100,000 during
the six months ended June 30, 2018 and 2017, respectively.

Derivative Financial Instruments—As part of our risk management and operational strategies, from time to time, we may
enter into derivative contracts with various counterparties. All derivatives are recognized on the balance sheet at their
estimated fair value. On the date that we enter into a derivative contract, we designate the derivative as a fair value
hedge, a cash flow hedge, a foreign currency fair value or cash flow hedge, a hedge of a net investment in a foreign
operation, or a trading or non-hedging instrument.

Changes in the estimated fair value of a derivative that is highly effective and that is designated and qualifies as a cash
flow hedge, to the extent that the hedge is effective, are initially recorded in other comprehensive income ("OCI"), and
are subsequently reclassified into earnings as a component of interest expense when the variability of cash flows of
the hedged transaction affects earnings (e.g., when periodic settlements of a variable-rate asset or liability are recorded
in earnings). Any hedge ineffectiveness (which represents the amount by which the changes in the estimated fair value
of the derivative differ from the variability in the cash flows of the forecasted transaction) is recognized in
current-period earnings as a component of interest expense. When an interest rate swap designated as a cash flow
hedge no longer qualifies for hedge accounting, we recognize changes in the estimated fair value of the hedge
previously deferred to accumulated other comprehensive income ("AOCI"), along with any changes in estimated fair
value occurring thereafter, through earnings. We classify cash flows from interest rate swap agreements as net cash
provided by operating activities on the consolidated statements of cash flows as our accounting policy is to present the
cash flows from the hedging instruments in the same category in the consolidated statements of cash flows as the
category for the cash flows from the hedged items. See Note 12 for disclosures about our derivative financial
instruments and hedging activities.

Revenue Recognition—We use a five-step model to recognize revenue for contracts with customers. The five-step model
requires that we (i) identify the contract with the customer, (ii) identify the performance obligations in the contract,
(iii) determine the transaction price, including variable consideration to the extent that it is probable that a significant

Tenant improvements

14
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future reversal will not occur, (iv) allocate the transaction price to the performance obligations in the contract, and (v)
recognize revenue when (or as) we satisfy the performance obligation.
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CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements as of June 30, 2018 and December 31, 2017, and
for the Three and Six Months Ended June 30, 2018 and 2017 (Unaudited)

Revenue from leasing activities

All leases are classified as operating leases and minimum rents are recognized on a straight-line basis over the terms
of the leases when collectability is reasonably assured and the tenant has taken possession or controls the physical use
of the leased asset. The excess of rents recognized over amounts contractually due pursuant to the underlying leases is
recorded as deferred rent. If the lease provides for tenant improvements, we determine whether the tenant
improvements, for accounting purposes, are owned by the tenant or us. When we are the owner of the tenant
improvements, the tenant is not considered to have taken physical possession or have control of the physical use of the
leased asset until the tenant improvements are substantially completed. When the tenant is considered the owner of the
improvements, any tenant improvement allowance that is funded is treated as an incentive. Lease incentives paid to
tenants are included in other assets and amortized as a reduction to rental revenue on a straight-line basis over the term
of the related lease.

Reimbursements from tenants, consisting of amounts due from tenants for common area maintenance, real estate
taxes, insurance, and other recoverable costs, are recognized as revenue in the period the expenses are incurred.
Tenant reimbursements are recognized and presented on a gross basis when we are primarily responsible for fulfilling
the promise to provide the specified good or service and control that specified good or service before it is transferred
to the tenant.

In addition to minimum rents, certain leases provide for additional rents based upon varying percentages of tenants’
sales in excess of annual minimums. Percentage rent is recognized once lessees’ specified sales targets have been met.
We derive parking revenues from leases with third-party operators. Our parking leases provide for additional rents
based upon varying percentages of tenants’ sales in excess of annual minimums. Parking percentage rent is recognized
once lessees’ specific sales targets have been met.

Revenue from lending activities

Interest income included in interest and other income is comprised of interest earned on loans and our short-term
investments and the accretion of net loan origination fees and discounts. Interest income on loans is accrued as earned
with the accrual of interest suspended when the related loan becomes a Non-Accrual Loan (as defined below).
Revenue from hotel activities

Hotel revenue is recognized upon establishment of a contract with a customer. At contract inception, the Company
assesses the goods and services promised in its contracts with customers and identifies a performance obligation for
each promise to transfer to the customer a good or service (or bundle of goods or services) that is distinct. To identify
the performance obligations, the Company considers all of the goods or services promised in the contract regardless of
whether they are explicitly stated or implied by customary business practices. Various performance obligations of
hotel revenues can be categorized as follows:

cancellable and noncancelable room revenues from reservations and

ancillary services including facility usage and food or beverage.

Cancellable reservations represent a single performance obligation of providing lodging services at the hotel. The
Company satisfies its performance obligation and recognizes revenues associated with these reservations over time as
services are rendered to the customer. The Company satisfies its performance obligation and recognizes revenues
associated with noncancelable reservations at the earlier of (i) the date on which the customer cancels the reservation
or (ii) over time as services are rendered to the customer.

Ancillary services include facilities usage and providing food and beverage. The Company satisfies its performance
obligation and recognizes revenues associated with these services at a point in time when the good or service is
delivered to the customer.

At inception of these contracts with customers for hotel revenues, the contractual price is equivalent to the transaction
price as there are no elements of variable consideration to estimate.

10
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for the Three and Six Months Ended June 30, 2018 and 2017 (Unaudited)

Amounts recognized for hotel revenues were $10,160,000 and $9,832,000 for the three months ended June 30, 2018
and 2017, respectively, and $19,849,000 and $19,582,000 for the six months ended June 30, 2018 and 2017,
respectively. Below is a reconciliation of the hotel revenue from contracts with customers to the total hotel segment
revenue disclosed in Note 18:

Three Months Six Months

Ended June 30, Ended June 30,

2018 2017 2018 2017

(in thousands)
Hotel properties

Hotel income $10,160 $9,832 $19,849 $19,582
Rental and other property income 733 738 1,496 1,490
Interest and other income 54 34 93 50
Hotel revenues $10,947 $10,604 $21,438 $21,122

Tenant recoveries outside of the lease agreements

Tenant recoveries outside of the lease agreements are related to construction projects in which our tenants have agreed
to fully reimburse us for all costs related to construction. At inception of the contract with the customer, the
contractual price is equivalent to the transaction price as there are no elements of variable consideration to estimate.
While these individual services are distinct, in the context of the arrangement with the customer, all of these services
are bundled together and represent a single package of construction services requested by the customer. The Company
satisfies its performance obligation and recognizes revenues associated with these services over time as the
construction is completed.

Amounts recognized for tenant recoveries outside of the lease agreements were $275,000 and $0 for the three months
ended June 30, 2018 and 2017, respectively, and $278,000 and $4,000 for the six months ended June 30, 2018 and
2017, respectively, which are included in expense reimbursements on the consolidated statements of operations. As of
June 30, 2018, performance obligations associated with tenant recoveries outside of lease agreements totaled
$123,000.

Loans Receivable—Our loans receivable are carried at their unamortized principal balance less unamortized acquisition
discounts and premiums, retained loan discounts and loan loss reserves. For loans originated under the Small Business
Administration's ("SBA") 7(a) Guaranteed Loan Program ("SBA 7(a) Program"), we sell the portion of the loan that is
guaranteed by the SBA. Upon sale of the SBA guaranteed portion of the loans, which are accounted for as sales, the
unguaranteed portion of the loan retained by us is valued on a fair value basis and a discount is recorded as a reduction
in basis of the retained portion of the loan.

At the Acquisition Date, the carrying value of our loans was adjusted to estimated fair market value and acquisition
discounts of $33,907,000 were recorded, which are being accreted to interest and other income using the effective
interest method. We sold substantially all of our commercial mortgage loans with unamortized acquisition discounts
of $15,951,000 to an unrelated third-party in December 2015. Acquisition discounts of $1,068,000 remained as of
June 30, 2018, which have not yet been accreted to income.

A loan receivable is generally classified as non-accrual (a "Non-Accrual Loan") if (i) it is past due as to payment of
principal or interest for a period of 60 days or more, (ii) any portion of the loan is classified as doubtful or is
charged-off or (iii) the repayment in full of the principal and or interest is in doubt. Generally, loans are charged-off
when management determines that we will be unable to collect any remaining amounts due under the loan agreement,
either through liquidation of collateral or other means. Interest income, included in interest and other income, on a
Non-Accrual Loan is recognized on either the cash basis or the cost recovery basis.

On a quarterly basis, and more frequently if indicators exist, we evaluate the collectability of our loans receivable. Our
evaluation of collectability involves judgment, estimates, and a review of the ability of the borrower to make principal
and interest payments, the underlying collateral and the borrowers' business models and future operations in
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accordance with Accounting Standards Codification ("ASC") 450-20, Contingencies—Loss Contingencies, and ASC
310-10, Receivables. For the three and six months ended June 30, 2018, we recorded no impairment on our loans
receivable. For the three and six months ended June 30, 2017, we recorded a net impairment of $0 and $12,000 on our
loans receivable, respectively. We establish a
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general loan loss reserve when available information indicates that it is probable a loss has occurred based on the
carrying value of the portfolio and the amount of the loss can be reasonably estimated. Significant judgment is
required in determining the general loan loss reserve, including estimates of the likelihood of default and the estimated
fair value of the collateral. The general loan loss reserve includes those loans, which may have negative characteristics
which have not yet become known to us. In addition to the reserves established on loans not considered impaired that
have been evaluated under a specific evaluation, we establish the general loan loss reserve using a consistent
methodology to determine a loss percentage to be applied to loan balances. These loss percentages are based on many
factors, primarily cumulative and recent loss history and general economic conditions.

Deferred Rent Receivable and Charges—Deferred rent receivable and charges consist of deferred rent, deferred leasing
costs, deferred offering costs (Note 10) and other deferred costs. Deferred rent receivable is $54,798,000 and
$52,619,000 at June 30, 2018 and December 31, 2017, respectively. Deferred leasing costs, which represent lease
commissions and other direct costs associated with the acquisition of tenants, are capitalized and amortized on a
straight-line basis over the terms of the related leases. Deferred leasing costs of $49,460,000 and $52,414,000 are
presented net of accumulated amortization of $22,557,000 and $23,807,000 at June 30, 2018 and December 31, 2017,
respectively. Deferred offering costs represent direct costs incurred in connection with our offering of Series A
Preferred Units (as defined in Note 10), excluding costs specifically identifiable to a closing, such as commissions,
dealer-manager fees, and other offering fees and expenses. For a specific issuance of Series A Preferred Units,
associated offering costs are reclassified as a reduction of proceeds raised on the issuance date. Offering costs incurred
but not directly related to a specifically identifiable closing are deferred. Deferred offering costs are first allocated to
each issuance on a pro-rata basis equal to the ratio of Series A Preferred Units issued in an issuance to the maximum
number of Series A Preferred Units that are expected to be issued. Then, the deferred offering costs allocated to such
issuance are further allocated to the Series A Preferred Stock (as defined in Note 10) and Series A Preferred Warrants
(as defined in Note 10) issued in such issuance based on the relative fair value of the instruments on the date of
issuance. The deferred offering costs allocated to the Series A Preferred Stock and Series A Preferred Warrants are
reductions to temporary equity and permanent equity, respectively. Deferred offering costs of $4,185,000 and
$3,401,000 related to our offering of Series A Preferred Units are included in deferred rent receivable and charges at
June 30, 2018 and December 31, 2017, respectively. Other deferred costs are $276,000 and $121,000 at June 30, 2018
and December 31, 2017, respectively.

Redeemable Preferred Stock—Beginning on the date of original issuance of any given shares of Series A Preferred
Stock (Note 10), the holder of such shares has the right to require the Company to redeem such shares at a redemption
price of 100% of the Series A Preferred Stock Stated Value (as defined in Note 10), plus accrued and unpaid
dividends, subject to the payment of a redemption fee until the fifth anniversary of such issuance. From and after the
fifth anniversary of the date of the original issuance, the holder will have the right to require the Company to redeem
such shares at a redemption price of 100% of the Series A Preferred Stock Stated Value, plus accrued and unpaid
dividends, without a redemption fee, and the Company will have the right (but not the obligation) to redeem such
shares at 100% of the Series A Preferred Stock Stated Value, plus accrued and unpaid dividends. The applicable
redemption price payable upon redemption of any Series A Preferred Stock is payable in cash or, on or after the first
anniversary of the issuance of such shares of Series A Preferred Stock to be redeemed, in the Company's sole
discretion, in cash or in equal value through the issuance of shares of Common Stock, based on the volume weighted
average price of our Common Stock for the 20 trading days prior to the redemption. Since a holder of Series A
Preferred Stock has the right to request redemption of such shares and redemptions prior to the first anniversary are to
be paid in cash, we have recorded the activity related to our Series A Preferred Stock in temporary equity. We
recorded the activity related to our Series A Preferred Warrants (Note 10) in permanent equity. On the first
anniversary of the date of original issuance of a particular share of Series A Preferred Stock, we reclassify such share
of Series A Preferred Stock from temporary equity to permanent equity because the feature giving rise to temporary
equity classification, the requirement to satisfy redemption requests in cash, lapses on the first anniversary date.
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Proceeds and expenses from the sale of the Series A Preferred Units are allocated to the Series A Preferred Stock and
the Series A Preferred Warrants using their relative fair values on the date of issuance.

Our Series L Preferred Stock (as defined in Note 10) is redeemable at the option of the holder or CIM Commercial.
From and after the fifth anniversary of the date of original issuance of the Series L Preferred Stock, each holder will
have the right to require the Company to redeem, and the Company will also have the option to redeem (subject to
certain conditions), such shares of Series L Preferred Stock at a redemption price equal to the Series L Preferred Stock
Stated Value (as defined in Note 10), plus, provided certain conditions are met, all accrued and unpaid distributions.
Notwithstanding the foregoing, a holder of shares of our Series L Preferred Stock may require us to redeem such
shares at any time prior to the fifth anniversary of the date of original issuance of the Series L Preferred Stock if (1)
we do not declare and pay in full the distributions on the Series L. Preferred Stock for any annual period prior to such
fifth anniversary (provided that the first distribution on the Series L
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Preferred Stock is payable in January 2019) or (2) we do not declare and pay all accrued and unpaid distributions on
the Series L Preferred Stock for all past dividend periods prior to the applicable holder redemption date. The
applicable redemption price payable upon redemption of any Series L Preferred Stock will be made, in the Company's
sole discretion, in the form of (A) cash in Israeli new shekels ("ILS") at the then-current currency exchange rate
determined in accordance with the Articles Supplementary defining the terms of the Series L Preferred Stock, (B) in
equal value through the issuance of shares of Common Stock, with the value of such Common Stock to be deemed the
lower of (i) the NAV per share of our Common Stock as most recently published by the Company as of the effective
date of redemption and (ii) the volume-weighted average price of our Common Stock, determined in accordance with
the Articles Supplementary defining the terms of the Series L Preferred Stock, or (C) in a combination of cash in ILS
and our Common Stock, based on the conversion mechanisms set forth in (A) and (B), respectively. We recorded the
activity related to our Series L Preferred Stock in permanent equity.

Noncontrolling Interests—Noncontrolling interests represent the interests in various properties owned by third parties.
Restricted Cash—Our mortgage loan and hotel management agreements provide for depositing cash into restricted
accounts reserved for capital expenditures, free rent, tenant improvement and leasing commission obligations.
Restricted cash also includes cash required to be segregated in connection with certain of our loans receivable.
Reclassifications—Certain prior period amounts have been reclassified to conform with the current period presentation.
These reclassifications had no effect on previously reported net income or cash flows, other than the adoption of
Accounting Standards Update ("ASU") 2016-18 (as defined below) on January 1, 2018, which requires the inclusion
of a reconciliation of cash and restricted cash in our consolidated statements of cash flows.

Assets Held for Sale and Discontinued Operations—In the ordinary course of business, we may periodically enter into
agreements relating to dispositions of our assets. Some of these agreements are non-binding because either they do not
obligate either party to pursue any transactions until the execution of a definitive agreement or they provide the
potential buyer with the ability to terminate without penalty or forfeiture of any material deposit, subject to certain
specified contingencies, such as completion of due diligence at the discretion of such buyer. We do not classify assets
that are subject to such non-binding agreements as held for sale.

We classify assets as held for sale, if material, when they meet the necessary criteria, which include: a) management
commits to and actively embarks upon a plan to sell the assets, b) the assets to be sold are available for immediate sale
in their present condition, c) the sale is expected to be completed within one year under terms usual and customary for
such sales and d) actions required to complete the plan indicate that it is unlikely that significant changes to the plan
will be made or that the plan will be withdrawn. We generally believe that we meet these criteria when the plan for
sale has been approved by our board of directors (the "Board of Directors"), there are no known significant
contingencies related to the sale and management believes it is probable that the sale will be completed within one
year.

Assets held for sale are recorded at the lower of cost or estimated fair value less cost to sell. In addition, if we were to
determine that the asset disposal associated with assets held for sale or disposed of represents a strategic shift, the
revenues, expenses and net gain (loss) on dispositions would be recorded in discontinued operations for all periods
presented through the date of the applicable disposition.

We sold all of our multifamily properties during the year ended December 31, 2017. We assessed the sale of these
properties in accordance with ASC 205-20, Discontinued Operations. In our assessment, we considered, among other
factors, the materiality of the revenue, net operating income, and total assets of our multifamily segment. Based on our
qualitative and quantitative assessment, we concluded the disposals did not represent a strategic shift that will have a
major effect on our operations and financial results and therefore should not be classified as discontinued operations
on our consolidated financial statements.

Consolidation Considerations for Our Investments in Real Estate—ASC 810-10, Consolidation, addresses how a
business enterprise should evaluate whether it has a controlling interest in an entity through means other than voting
rights that would require the entity to be consolidated. We analyze our investments in real estate in accordance with
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this accounting standard to determine whether they are variable interest entities, and if so, whether we are the primary
beneficiary. Our judgment with respect to our level of influence or control over an entity and whether we are the
primary beneficiary of a variable interest entity involves consideration of various factors, including the form of our
ownership interest, our voting interest, the size of our investment (including loans), and our ability to participate in
major policy-making decisions. Our ability
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to correctly assess our influence or control over an entity affects the presentation of these investments in real estate on
our consolidated financial statements.

Use of Estimates—The preparation of consolidated financial statements in conformity with GAAP requires management
to make certain estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities at the date of the consolidated financial statements, and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Recently Issued Accounting Pronouncements—In January 2016, the Financial Accounting Standards Board ("FASB")
issued ASU No. 2016-01, Financial Instruments-Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assets and Financial Liabilities, which is designed to improve the recognition and measurement of financial
instruments through targeted changes to existing GAAP. The ASU requires an entity to: (i) measure equity
investments at fair value through net income, with certain exceptions; (ii) present in OCI the changes in
instrument-specific credit risk for financial liabilities measured using the fair value option; (iii) present financial assets
and financial liabilities by measurement category and form of financial asset; (iv) calculate the fair value of financial
instruments for disclosure purposes based on an exit price; and (v) assess a valuation allowance on deferred tax assets
related to unrealized losses of available-for-sale debt securities in combination with other deferred tax assets. In
addition, the ASU provides an election to subsequently measure certain nonmarketable equity investments at cost less
any impairment and adjusted for certain observable price changes. The ASU also requires a qualitative impairment
assessment of such equity investments and amends certain fair value disclosure requirements. For public business
entities, the ASU is effective for annual reporting periods (including interim reporting periods within those periods)
beginning after December 15, 2017. The adoption of this ASU did not have a material impact on our consolidated
financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which is intended to improve financial
reporting about leasing transactions. Under the new guidance, a lessee will be required to recognize assets and
liabilities for leases with lease terms of more than 12 months. Consistent with current GAAP, the recognition,
measurement, and presentation of expenses and cash flows arising from a lease by a lessee primarily will depend on
its classification as a finance or operating lease. However, unlike current GAAP, which requires a lessee to recognize
only capital leases on the balance sheet, the new ASU will require a lessee to recognize both types of leases on the
balance sheet. The lessor accounting will remain largely unchanged from current GAAP. However, the ASU contains
some targeted improvements that are intended to align, where necessary, lessor accounting with the lessee accounting
model and with the updated revenue recognition guidance issued in 2014. In July 2018, the FASB issued ASU No.
2018-10, Leases (Topic 842), which contained targeted improvements to amend inconsistencies and clarify guidance
that were brought about by stakeholders. Furthermore, in July 2018, the FASB issued ASU 2018-11, Leases (Topic
842), which provided the following practical expedients to entities: (1) a transition method that allows entities to apply
the new standard at the adoption date and to recognize a cumulative-effect adjustment to the opening balance of
retained earnings effective at the adoption date; and (2) the option for lessors to not separate lease and non-lease
components provided that certain criteria are met. For public entities, these ASUs are effective for annual reporting
periods (including interim reporting periods within those periods) beginning after December 15, 2018.

We are currently conducting an evaluation of the impact of the guidance on our consolidated financial statements. We
currently believe that the adoption of the standard will not significantly change the accounting for operating leases on
our consolidated balance sheet where we are the lessor, and that such leases will be accounted for in a similar method
to existing standards with the underlying leased asset being recognized and reported as a real estate asset. We expect
to adopt the guidance using the new transition method provided by ASU 2018-11.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments, which is intended to provide financial statement users with more
decision-useful information about the expected credit losses on financial instruments and other commitments to
extend credit held by a reporting entity. The amendments in the ASU replace the incurred loss impairment
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methodology in current GAAP with a methodology that reflects expected credit losses and requires consideration of a
broader range of reasonable and supportable information to inform credit loss estimates. For public entities, the ASU
is effective for annual reporting periods (including interim reporting periods within those periods) beginning after
December 15, 2019. Early adoption is permitted for annual reporting periods (including interim reporting periods
within those periods) beginning after December 15, 2018. We are currently in the process of evaluating the impact of
adoption of this new accounting guidance on our consolidated financial statements.
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In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments ("ASU 2016-15"), which provides guidance on how certain cash receipts and cash
payments are to be presented and classified in the statement of cash flows. For public entities, the ASU is effective for
annual reporting periods (including interim reporting periods within those periods) beginning after December 15,
2017. The Company adopted ASU 2016-15 on January 1, 2018 and such adoption did not have a material impact on
our consolidated financial statements.

In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash
("ASU 2016-18"), which requires that a statement of cash flows explain the change during the period in the total cash,
cash equivalents, and amounts generally described as restricted cash or restricted cash equivalents. Therefore, amounts
generally described as restricted cash and restricted cash equivalents should be included with cash and cash
equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the statement of cash
flows. The amendments in this update do not provide a definition of restricted cash or restricted cash equivalents. For
public entities, the ASU is effective for annual reporting periods (including interim reporting periods within those
periods) beginning after December 15, 2017. The Company adopted ASU 2016-18 on January 1, 2018. Restricted
cash is now included as a component of cash, cash equivalents, and restricted cash on the Company's consolidated
statements of cash flows. The inclusion of restricted cash resulted in a decrease to net cash provided by investing
activities of $5,403,000 for the six months ended June 30, 2017.

In December 2016, the FASB issued ASU No. 2016-20, Technical Corrections and Improvements to Topic 606,
Revenue from Contracts with Customers, which makes certain technical corrections and improvements to ASU
2014-09, Revenue from Contracts with Customers (Topic 606). In February 2017, the FASB issued ASU No.
2017-05, Clarifying the Scope of Asset Derecognition Guidance and Accounting for Partial Sales of Nonfinancial
Assets, which provided further clarification on the recognition of gains and losses from the transfer of nonfinancial
assets in contracts with noncustomers provided for under ASU 2014-09. This revenue recognition standard became
effective for the Company on January 1, 2018. The standard allows the use of a full retrospective or modified
retrospective approach to adopt this ASU. The full retrospective approach requires entities to recast their revenues for
all periods presented to conform with the new revenue recognition guidance. Revenues that are restated for periods
before January 1, 2016 will be reflected as an adjustment to retained earnings as of January 1, 2016. Under the
modified retrospective approach, an entity can apply the standard to all contracts existing as of January 1, 2018, or
only to uncompleted contracts existing as of January 1, 2018. Any differences in current and new revenue recognition
guidance would be reflected as an adjustment to retained earnings as of January 1, 2018 under this approach. Under
both approaches, additional disclosures may be required depending on the significance of the revenues impacted. The
Company has elected to use the modified retrospective approach for all uncompleted contracts as of January 1, 2018.
The core principle of this revenue recognition standard is that an entity recognizes revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services, with an emphasis on the timing of the transfer of control of these
goods or services to the customer. The guidance requires the use of a new five-step model, which includes (i)
identifying the contract with a customer, (ii) identifying the performance obligations in the contract, (iii) determining
the transaction price, (iv) allocating the transaction price to the performance obligations, and (v) recognizing revenue
when (or as) the entities satisfies a performance obligation.

Our revenues and gains that were scoped into the revenue recognition standard were (i) hotel revenues, (ii) gains on
sales of real estate, and (iii) certain tenant recoveries outside of the terms of the lease agreement.

For all contracts within the scope of this new revenue recognition standard, which include hotel revenues, sales of real
estate, and tenant recoveries outside the lease agreements, the Company determined that there were no differences in
the recognition of timing and amount under the current and new guidance. Therefore, the adoption of this standard
effective January 1, 2018 did not result in an adjustment to our retained earnings on January 1, 2018. Additionally, a
majority of the Company's revenues are concentrated in rental income from leases which are outside of the scope of
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the new revenue recognition standard. The Company adopted this guidance on January 1, 2018 and such adoption did
not have a material impact on our consolidated financial statements.

In May 2017, the FASB issued ASU No. 2017-09, Compensation - Stock Compensation (Topic 718): Scope of
Modification Accounting ("ASU 2017-09"), which clarifies the scope of modification accounting. Under the guidance,
an entity will not apply modification accounting to a share-based payment award if the award’s fair value, vesting
conditions, and classification as an equity or liability instrument remain the same immediately before and after the
change. For public entities, the ASU is effective for annual reporting periods (including interim periods within those
periods) beginning after December 15, 2017. The Company adopted ASU 2017-09 on January 1, 2018 and such
adoption did not have a material impact on our consolidated financial statements.
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In August 2017, the FASB issued ASU 2017-12, Targeted Improvements to Accounting for Hedging Activities, which
simplifies and expands the eligible hedging strategies for financial and nonfinancial risks by more closely aligning
hedge accounting with a company’s risk management activities, and also simplifies the application of Topic 815,
Derivatives and Hedging, through targeted improvements in key practice areas. In addition, the ASU prescribes how
hedging results should be presented and requires incremental disclosures. Further, the ASU provides partial relief on
the timing of certain aspects of hedge documentation and eliminates the requirement to recognize hedge
ineffectiveness separately in earnings in the current period. For public entities, the ASU is effective for annual
reporting periods (including interim periods within those periods) beginning after December 15, 2018. Early adoption
is permitted in any interim period after issuance of the ASU for existing hedging relationships on the date of adoption.
We are currently in the process of evaluating the impact of adoption of this new accounting guidance on our
consolidated financial statements.

In March 2018, the FASB issued ASU No. 2018-05, Income Taxes (Topic 740): Amendments to SEC Paragraphs
Pursuant to SEC Staff Accounting Bulletin No. 118, which addresses the application of GAAP in situations when a
registrant does not have the necessary information available, prepared or analyzed in reasonable detail to complete the
accounting for certain tax effects of the Tax Cuts and Jobs Act (the “2017 Act”), which was signed into law on
December 22, 2017. The guidance requires that the impact of the new tax laws take effect on the enactment date but
provides relief to registrants under certain scenarios. The Company has evaluated the guidance and determined that
the effects of the 2017 Act do not have a material impact on our consolidated financial statements.

3. ACQUISITIONS AND DISPOSITIONS

The fair value of real estate acquired is recorded to the acquired tangible assets, consisting primarily of land, land
improvements, building and improvements, tenant improvements, and furniture, fixtures, and equipment, and
identified intangible assets and liabilities, consisting of the value of acquired above-market and below-market leases,
in-place leases and ground leases, if any, based in each case on their respective fair values. Loan premiums, in the case
of above-market rate loans, or loan discounts, in the case of below-market rate loans, are recorded based on the fair
value of any loans assumed in connection with acquiring the real estate.

2018 Transactions—On January 18, 2018, we acquired a 100% fee-simple interest in an office property known as 9460
Wilshire Boulevard from an unrelated third-party. The property has approximately 68,866 square feet of office space
and 22,884 square feet of retail space and is located in Beverly Hills, California. The acquisition was funded with
proceeds from our Series L Preferred Stock offering, and the acquired property is reported as part of the office
segment (Note 18). We performed an analysis and, based on our analysis, determined this acquisition was an asset
purchase and not a business combination. As such, transaction costs were capitalized as incurred in connection with
this acquisition.

Provert Asset Date of Square Purchase
ey Type Acquisition Feet  Price (1)
(in
thousands)

9460 Wilshire Boulevard, Beverly Hills, CA Office January 18, 2018 91,750 $ 132,000

In December 2017, at the time we entered into the purchase and sale agreement, we made a $20,000,000
non-refundable deposit to an escrow account that is included in other assets on our consolidated balance sheet at
December 31, 2017. Transaction costs that were capitalized in connection with the acquisition of this property
totaled $48,000, which are not included in the purchase price above.

ey
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The results of operations of the property we acquired during the six months ended June 30, 2018 have been included
in the consolidated statements of operations from the date of acquisition. The purchase price of the acquisition
completed during the six months ended June 30, 2018 was less than 10% of total assets as of the most recent annual
consolidated financial statements filed at or prior to the date of acquisition. The fair value of the net assets acquired
for the aforementioned acquisition during the six months ended June 30, 2018 are as follows:

(in

thousands)
Land $52,199
Land improvements 756
Buildings and improvements 74,522
Tenant improvements 1,451
Acquired in-place leases (1) 7,003
Acquired above-market leases (1) 109
Acquired below-market leases (1) (3,992 )
Net assets acquired $132,048

(I)Acquired in-place leases, above-market leases, and below-market leases have weighted average amortization
periods of 3 years, 2 years, and 3 years, respectively.

There were no dispositions during the six months ended June 30, 2018.

2017 Transactions—There were no acquisitions during the six months ended June 30, 2017.

We sold 100% fee-simple interests in the following properties to unrelated third-parties during the six months ended

June 30, 2017. Transaction costs related to these sales were expensed as incurred.

Square

. Sales Transaction Gain on

Property Asset Type Date of Sale Fle)et or Units Price Costs Sale (2)
(in thousands)
211 Main Street, ! March 28,
San Francisco, CA Office 2017 417,266 $292,882 $2,943 (3) $187,734
3636 McKinney Avenue, ) )
Dallas, TX Multifamily May 30,2017 103 $20,000 $1,320 (3) $5,488
3839 McKinney Avenue, ) )
Dallas, TX Multifamily May 30, 2017 75 $14,100 $938 (3) $4,224
200 S College Street, !
Charlotte, NC Office June 8, 2017 567,865 $148,500 $833 $45,906
980 9th Street and 1010 8th . .
Street, Office & Parking 5 1020, 2017 485,926 $120,500 $1,119  $34,559
Garage

Sacramento, CA
4649 Cole Avenue, ) )
Dallas, TX Multifamily June 23,2017 334 $64,000 $3,311 (3) $25,836

(1)Reflects the square footage of office properties and number of units of multifamily properties.

(2)Represents the final gain on sale for each asset, which reflects certain post-closing adjustments, as applicable, that
were recognized in our consolidated statements of operations in reporting periods subsequent to the period of sale.

Includes a prepayment penalty incurred in connection with the prepayment of the mortgage on the property in the

(3)amount of $1,508,000 at 211 Main Street, $1,143,000 at 3636 McKinney Avenue, $758,000 at 3839 McKinney
Avenue, and $2,812,000 at 4649 Cole Avenue (Note 7).
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The results of operations of the properties we sold have been included in the consolidated statements of operations
through each properties' respective disposition date. The following is the detail of the carrying amounts of assets and
liabilities at the time of the sales of the properties that occurred during the six months ended June 30, 2017:

(in
thousands)
Assets
Investments in real estate, net $319,078
Deferred rent receivable and charges, net 22,089
Other intangible assets, net 129
Other assets 38
Total assets $ 341,334
Liabilities
Debt, net (1) $64,777
Intangible liabilities, net 1,800
Total liabilities $66,577

(1)Net of $665,000 of premium on assumed mortgage.

4. INVESTMENTS IN REAL ESTATE
Investments in real estate consist of the following:

June 30, December

2018 31,2017

(in thousands)
Land $273,984  $221,785
Land improvements 18,501 17,745
Buildings and improvements 922,541 847,849
Furniture, fixtures, and equipment 3,219 3,363
Tenant improvements 140,345 128,876
Work in progress 8,562 9,162
Investments in real estate 1,367,152 1,228,780
Accumulated depreciation (291,221 ) (271,055)

Net investments in real estate $1,075,931 $957,725
We recorded depreciation expense of $10,907,000 and $12,670,000 for the three months ended June 30, 2018 and
2017, respectively, and $21,586,000 and $27,354,000 for the six months ended June 30, 2018 and 2017, respectively.
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5. LOANS RECEIVABLE
Loans receivable consist of the following:

June 30, December
2018 31,2017
(in thousands)

SBA 7(a) loans receivable, subject to loan-backed notes $40,463 $—

SBA 7(a) loans receivable, subject to secured borrowings 20,800 21,664

SBA 7(a) loans receivable, subject to credit risk 9,923 58,298
Commercial mortgage loans receivable — 424
Loans receivable 71,186 80,386
Deferred capitalized costs 915 1,132
Loan loss reserves (495 ) (462 )
Loans receivable, net $71,606 $81,056

SBA 7(a) Loans Receivable, Subject to Loan-Backed Notes—Represents the unguaranteed portions of loans originated
under the SBA 7(a) Program which were transferred to a trust and are held as collateral in connection with a
securitization transaction. The proceeds received from the transfer are reflected as loan-backed notes payable (Note 7).
SBA 7(a) Loans Receivable, Subject to Secured Borrowings—Represents the government guaranteed portions of loans
originated under the SBA 7(a) Program which were sold with the proceeds received from the sale are reflected as
secured borrowings—government guaranteed loans. There is no credit risk associated with these loans since the SBA has
guaranteed payment of the principal.

SBA 7(a) Loans Receivable, Subject to Credit Risk—Represents the unguaranteed portions of loans originated under the
SBA 7(a) Program which were retained by the Company and the government guaranteed portions of such loans that
have not yet been fully funded or sold.

Commercial Mortgage Loans Receivable—Represents loans to small businesses primarily collateralized by first liens on
the real estate of the related business.

At each of June 30, 2018 and December 31, 2017, 100.0% of our loans subject to credit risk were current. We classify
loans with negative characteristics in substandard categories ranging from special mention to doubtful. At June 30,

2018 and December 31, 2017, $0 and $388,000, respectively, of loans subject to credit risk were classified in
substandard categories.

At June 30, 2018 and December 31, 2017, our loans subject to credit risk were 97.0% and 97.3%, respectively,
concentrated in the hospitality industry.
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6. OTHER INTANGIBLE ASSETS
A schedule of our intangible assets and liabilities and related accumulated amortization and accretion as of June 30,
2018 and December 31, 2017 is as follows:

Assets Liabilities
Acquireicquired Elr;riz Acquired
June 30, 2018 Above-Mdrkate Below-Market
and
Leases Leases . Leases
License
(in thousands)
Gross balance $146 $18,090 $2,957 $ (6,618 )
Accumulated amortization 26 ) (9542 ) — 2,789
$120 $8,548 $2,957 $ (3,829 )
Average useful life (in years) 3 7 Indefinite 4
Assets Liabilities
Acquéreduired ;rade Acquired
December 31, 2017 Abovier-Mladect ame Below-Market
and
Leasdscases . Leases
License

(in thousands)

Gross balance $37 $11,087 $2957 $ (2,902 )
Accumulated amortization — (7,700 ) — 1,832

$37 $3,387 $2,957 $ (1,070 )
Average useful life (inyears) 7 9 Indefinite 5

The amortization of the acquired above-market leases, which decreased rental and other property income, was $14,000
and $0 for the three months ended June 30, 2018 and 2017, respectively, and $26,000 and $3,000 for the six months
ended June 30, 2018 and 2017, respectively. The amortization of the acquired in-place leases included in depreciation
and amortization expense was $930,000 and $195,000 for the three months ended June 30, 2018 and 2017,
respectively, and $1,842,000 and $411,000 for the six months ended June 30, 2018 and 2017, respectively. Tax
abatement amortization included in rental and other property operating expenses was $0 and $138,000 for the three
months ended June 30, 2018 and 2017, respectively, and $0 and $276,000 for the six months ended June 30, 2018 and
2017, respectively. The amortization of the acquired below-market ground lease included in rental and other property
operating expenses was $0 and $35,000 for the three months ended June 30, 2018 and 2017, respectively, and $0 and
$70,000 for the six months ended June 30, 2018 and 2017, respectively. The amortization of the acquired
below-market leases included in rental and other property income was $520,000 and $219,000 for the three months
ended June 30, 2018 and 2017, respectively, and $1,233,000 and $638,000 for the six months ended June 30, 2018
and 2017, respectively.
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A schedule of future amortization and accretion of acquisition related intangible assets and liabilities as of June 30,
2018, is as follows:

Assets Liabilities

Acquirkdquired Acquired
Years Ending December 31, AboveliMRldaxt Below-Market

Leased.eases  Leases

(in thousands)

2018 (Six months ending December 31,2018) $25 $1,849 $ (957 )
2019 54 3,222 (1,540 )
2020 18 1,535 (751 )
2021 5 798 (347 )
2022 5 562 (234 )
Thereafter 13 582 —

$120 $8,548 $ (3,829 )
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7. DEBT
Information on our debt is as follows:
June 30, December
2018 31,2017
(in thousands)
Mortgage loans with a fixed interest rate of 4.14% per annum, with monthly payments of
interest only, and balances totaling $370,300,000 due on July 1, 2026. The loans are $370,300 $370,300
nonrecourse.
Mortgage loan with a fixed interest rate of 4.50% per annum, with monthly payments of
interest only for 10 years, and payments of interest and principal starting in February 2022. 46,000 46,000
The loan has a $42,008,000 balance due on January 5, 2027. The loan is nonrecourse.
416,300 416,300

Deferred loan costs related to mortgage loans (1,449 ) (1,540 )
Total Mortgages Payable 414,851 414,760
Secured borrowing principal on SBA 7(a) loans sold for a premium and excess spread—variable

rate, reset quarterly, based on prime rate with weighted average coupon rate of 5.36% and 15,396 16,812

4.85% at June 30, 2018 and December 31, 2017, respectively.
Secured borrowing principal on SBA 7(a) loans sold for excess spread—rvariable rate, reset
quarterly, based on prime rate with weighted average coupon rate of 3.07% and 2.60% at June 4,566 3,879
30, 2018 and December 31, 2017, respectively.
19,962 20,691

Unamortized premiums 1,317 1,466
Total Secured Borrowings—Government Guaranteed Loans 21,279 22,157
Unsecured term loan facility 170,000 170,000

SBA 7(a) loan-backed notes with a variable interest rate which resets monthly based on the

lesser of the one-month LIBOR plus 1.40% or the prime rate less 1.08%, with payments due 37,603 —

monthly of interest and principal. Balance due at maturity in March 20, 2043.

Junior subordinated notes with a variable interest rate which resets quarterly based on the

three-month LIBOR (as defined below) plus 3.25%, with quarterly interest only payments. 27,070 27,070

Balance due at maturity on March 30, 2035.

Unsecured credit facility — —
234,673 197,070

Deferred loan costs related to other debt (1,974 ) (1,198 )
Discount on junior subordinated notes (1,897 ) (1,937 )
Total Other Debt 230,802 193,935
Total Debt $666,932 $630,852

The mortgages payable are secured by deeds of trust on certain of the properties and assignments of rents. The junior
subordinated notes may be redeemed at par at our option.

Secured borrowings—government guaranteed loans represent sold loans which are treated as secured borrowings
because the loan sales did not meet the derecognition criteria provided for in ASC 860-30, Secured Borrowing and
Collateral. These loans included cash premiums that are amortized as a reduction to interest expense over the life of
the loan using the effective interest method and are fully amortized when the underlying loan is repaid in full.

SBA 7(a) loan-backed notes are secured by deeds of trust or mortgages.

Deferred loan costs, which represent legal and third-party fees incurred in connection with our borrowing activities,
are capitalized and amortized to interest expense on a straight-line basis over the life of the related loan,
approximating the effective interest method. Deferred loan costs of $4,914,000 and $3,843,000 are presented net of

35



Edgar Filing: CIM Commercial Trust Corp - Form 10-Q

accumulated amortization of $1,491,000 and $1,105,000 at June 30, 2018 and December 31, 2017, respectively, and
are a reduction to total debt.
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In September 2014, CIM Commercial entered into an $850,000,000 unsecured credit facility with a bank syndicate
consisting of a $450,000,000 revolver, a $325,000,000 term loan and a $75,000,000 delayed-draw term loan. CIM
Commercial is subject to certain financial maintenance covenants and a minimum property ownership condition.
Outstanding advances under the revolver bear interest at (i) the base rate plus 0.20% to 1.00% or (ii) the London
Interbank Offered Rate ("LIBOR") plus 1.20% to 2.00%, depending on the maximum consolidated leverage ratio.
Outstanding advances under the term loans bore interest at (i) the base rate plus 0.15% to 0.95% or (ii) LIBOR plus
1.15% to 1.95%, depending on the maximum consolidated leverage ratio. The revolver is also subject to an unused
commitment fee of 0.15% or 0.25% depending on the amount of aggregate unused commitments. Proceeds from the
unsecured credit facility were used to repay mortgage loans and outstanding balances under our prior unsecured credit
facilities, for acquisitions, short-term funding of a Common Stock tender offer in June 2016, short-term funding of a
private repurchase of Common Stock in June 2017, and for general corporate purposes. In June 2016, we entered into
six mortgage loan agreements with an aggregate principal amount of $392,000,000. A portion of the net proceeds
from the loans was used to repay outstanding balances under our unsecured credit facility and the remaining portion
was used to repurchase shares of our Common Stock in a private repurchase in September 2016. The June 2017
borrowing used to fund the private share repurchase was repaid using proceeds from subsequent asset sales. The credit
facility was set to mature in September 2016 and, prior to maturity, we exercised the first of two one year extension
options through September 2017 and we permanently reduced the revolving credit commitment under the credit
facility to $200,000,000. In August 2017, we exercised the second of two one year extension options through
September 2018 and, in connection with such exercise, we paid an extension fee of $300,000. At each of June 30,
2018 and December 31, 2017, $0 was outstanding under the credit facility and approximately $200,000,000 was
available for future borrowings.

In May 2015, CIM Commercial entered into an unsecured term loan facility with a bank syndicate pursuant to which
CIM Commercial could borrow up to a maximum of $385,000,000. The term loan facility ranks pari passu with CIM
Commercial's unsecured credit facility described above; covenants under the term loan facility are substantially the
same as those in the unsecured credit facility. Outstanding advances under the term loan facility bear interest at (i) the
base rate plus 0.60% to 1.25% or (ii) LIBOR plus 1.60% to 2.25%, depending on the maximum consolidated leverage
ratio. The term loan facility matures in May 2022. On November 2, 2015, $385,000,000 was drawn under the term
loan facility. Proceeds from the term loan facility were used to repay balances outstanding under our unsecured credit
facility. On August 3, 2017, we repaid $65,000,000 of outstanding borrowings on our unsecured term loan facility. In
connection with such paydown, we wrote off deferred loan costs of $601,000 and related accumulated amortization of
$193,000, a proportionate amount to the borrowings being repaid. Additionally, on November 29, 2017, we repaid
$150,000,000 of outstanding borrowings on our unsecured term loan facility. In connection with such paydown, we
wrote off deferred loan costs of $1,387,000 and related accumulated amortization of $512,000, a proportionate amount
to the borrowings being repaid. At each of June 30, 2018 and December 31, 2017, $170,000,000 was outstanding
under the term loan facility and the variable interest rate was 3.58% and 2.96%, respectively. The interest rate of the
term loan facility has been effectively converted to a fixed rate of 3.16% until May 8, 2020 (Note 12) through interest
rate swaps that convert the interest rate on the first $170,000,000 of our one-month LIBOR indexed variable rate
borrowings to a fixed rate.

At June 30, 2018 and December 31, 2017, we were in compliance with all of our respective financial covenants under
the unsecured credit and term loan facilities.

On March 28, 2017, in connection with the sale of an office property in San Francisco, California, we paid off a
mortgage with an outstanding balance of $25,331,000 using proceeds from the sale. Additionally, we paid a
prepayment penalty of $1,508,000 in connection with the prepayment of this mortgage (Note 3).

On May 30, 2017, in connection with the sale of two multifamily properties, both located in Dallas, Texas, we paid off
two mortgages with an aggregate outstanding balance of $15,448,000 using proceeds from the sales. Additionally, we
paid aggregate prepayment penalties of $1,901,000 in connection with the prepayment of these mortgages (Note 3).
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On June 23, 2017, in connection with the sale of a multifamily property in Dallas, Texas, we paid off a mortgage with
an outstanding balance of $23,333,000 using proceeds from the sale. Additionally, we paid a prepayment penalty of
$2,812,000 in connection with the prepayment of this mortgage (Note 3).

On May 30, 2018, we completed a securitization of the unguaranteed portion of certain of our SBA 7(a) loans
receivable with the issuance of $38,200,000 of unguaranteed SBA 7(a) loan-backed notes. The SBA 7(a) loan-backed
notes are collateralized by the right to receive payments and other recoveries attributable to the unguaranteed portions
of certain of our SBA 7(a) loans receivable. The SBA 7(a) loan-backed notes mature on March 20, 2043, with
monthly payments due as payments on the collateralized loans are received. Based on the anticipated repayments of
our collateralized SBA 7(a) loans,

23

38



Edgar Filing: CIM Commercial Trust Corp - Form 10-Q

CIM COMMERCIAL TRUST CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements as of June 30, 2018 and December 31, 2017, and
for the Three and Six Months Ended June 30, 2018 and 2017 (Unaudited)

we estimate the weighted average life of the SBA 7(a) loan-backed notes to be approximately three years. The SBA
7(a) loan-backed notes bear interest at the lower of the one-month LIBOR plus 1.40% or the prime rate less 1.08%.
We reflect the SBA 7(a) loans receivable as assets on our consolidated balance sheet and the SBA 7(a) loan-backed
notes as debt on our consolidated balance sheet.

At June 30, 2018 and December 31, 2017, accrued interest and unused commitment fees payable of $2,139,000 and
$2,098,000, respectively, are included in accounts payable and accrued expenses.

We are currently in discussions with a group of banks with respect to our financing options following the maturity of
our unsecured credit facility in September 2018 as well as the possibility of refinancing our unsecured term loan
facility. There can be no assurance that such discussions will result in any new financing arrangements. We believe
other financing sources would be available to us if such discussions do not result in a new facility.

Future principal payments on our debt (face value) at June 30, 2018 are as follows:

. Mortgagessecured. Other
Years Ending December 31, Payable Borrowings Q) Total
Principal (1)
(in thousands)

2018 (Six months ending December 31, 2018) $— $ 350 $1,296 $1,646
2019 — 725 2,652 3,377
2020 — 760 2,723 3,483
2021 — 797 2,795 3,592
2022 679 835 172,876 174,390
Thereafter 415,621 16,495 52,331 484,447

$416,300 $ 19,962  $234,673 $670,935

Principal payments on secured borrowings and SBA 7(a) loan-backed notes, which are included in Other, are
generally dependent upon cash flows received from the underlying loans. Our estimate of their repayment is based
(1)on scheduled payments on the underlying loans. Our estimate will differ from actual amounts to the extent we
experience prepayments and or loan liquidations or charge-offs. No payment is due unless payments are received
from the borrowers on the underlying loans.
(2)Represents the junior subordinated notes, SBA 7(a) loan-backed notes, and unsecured credit and term loan
facilities.
8. STOCK-BASED COMPENSATION PLANS
In May 2016, we granted awards of 3,392 restricted shares of Common Stock to each of the independent members of
the Board of Directors (10,176 in aggregate) under the 2015 Equity Incentive Plan, which fully vested in May 2017
based on one year of continuous service. In June 2017, we granted awards of 3,195 restricted shares of Common
Stock to each of the independent members of the Board of Directors (9,585 in aggregate) under the 2015 Equity
Incentive Plan, which fully vested in June 2018 based on one year of continuous service. In May 2018, we granted
awards of 3,378 restricted shares of Common Stock to each of the independent members of the Board of Directors
(10,134 in aggregate) under the 2015 Equity Incentive Plan, which vest after one year of continuous service.
Compensation expense related to these restricted shares of Common Stock is recognized over the vesting period. We
recorded compensation expense of $48,000 and $29,000 for the three months ended June 30, 2018 and 2017,
respectively, and $86,000 and $77,000 for the six months ended June 30, 2018 and 2017, respectively, related to these
restricted shares of Common Stock.
We issued to two of our executive officers an aggregate of 2,000 restricted shares of Common Stock on March 6,
2015, which fully vested in March 2017. The restricted shares of Common Stock vested based on two years of
continuous service with one-third of the shares of Common Stock vesting immediately upon issuance and one-third
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vesting at the end of each of the next two years from the date of issuance. Compensation expense related to these
restricted shares of Common Stock was recognized over the vesting period. We recognized no compensation expense
for the three months ended June 30, 2018 and
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2017, respectively, and $0 and $1,000 for the six
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