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Cautionary Statement Regarding Forward-Looking Statements

This quarterly report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 that are subject to
risks and uncertainties. In particular, statements relating to our liquidity and capital resources, our performance and results of operations contain forward-
looking statements. Furthermore, all of the statements regarding future financial performance (including market conditions and demographics) are forward-
looking statements. We caution investors that any forward-looking statements presented in this quarterly report are based on management’s current beliefs and
assumptions made by, and information currently available to, management. When used, the words “anticipate,” “believe,” “expect,” “intend,” “may,” “might,”
“plan,” “estimate,” “project,” “should,” “will,” “would,” “result,” the negative version of these words and similar expressions that do not relate solely to
historical matters are intended to identify forward-looking statements. You can also identify forward-looking statements by discussions of strategy, plans or
intentions.

Forward-looking statements are subject to risks, uncertainties and assumptions and may be affected by known and unknown risks, trends, uncertainties
and factors that are beyond our control. Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual
results may vary materially from those anticipated, estimated or projected. We caution you therefore against relying on any of these forward-looking
statements.

Some of the risks and uncertainties that may cause our actual results, performance, liquidity or achievements to differ materially from those expressed or
implied by forward-looking statements include, among others, the following:

• Unfavorable changes in economic conditions and their effects on the real estate industry generally and our operations and financial condition,
including inflation, rising interest rates, tightening monetary policy or recession, which may limit our ability to access funding and generate returns for
shareholders;

• Our loans and investments expose us to risks similar to and associated with real estate investments generally;

• Commercial real estate-related investments that are secured, directly or indirectly, by real property are subject to delinquency, foreclosure and loss,
which could result in losses to us;

• Risks associated with the ownership of real estate, including dependence on tenants and compliance with laws and regulations related to ownership of
real property;

• Risks associated with our investment in diverse issuers, industries and investment forms and classes, both in real estate and in non-real estate sectors,
including common equity, preferred equity securities, options or other derivatives, short sale contracts, secured loans of securities, reverse repurchase
agreements, structured finance securities, below investment grade senior loans, bonds, convertible instruments, joint ventures, and emerging markets;

• Fluctuations in interest rate and credit spreads, could reduce our ability to generate income on our loans and other investments, which could lead to a
significant decrease in our results of operations, cash flows and the market value of our investments;

• The use of leverage to finance our investments;

• Risks associated with our loans and investments in debt instruments including, senior loans, mezzanine loans, collateralized loan obligations
("CLOs"), and structured finance securities;

• Our loans and investments are concentrated in terms of type of interest, geography, asset types, industry and sponsors and may continue to be so in the
future;

• We have a substantial amount of indebtedness which may limit our financial and operating activities and may adversely affect our ability to incur
additional debt to fund future needs;
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• We have limited operating history as a standalone company and may not be able to operate our business successfully, find suitable investments, or
generate sufficient revenue to make or sustain distributions to our shareholders;

• We may not replicate the historical results achieved by other entities managed or sponsored by affiliates of NexPoint Advisors, L.P. (“NexPoint” or
our “Sponsor”), members of the NexPoint Real Estate Advisors X, L.P. (our “Adviser”) management team or their affiliates.

• We are dependent upon our Adviser and its affiliates to conduct our day-to-day operations; thus, adverse changes in their financial health or our
relationship with them could cause our operations to suffer;

• Our Adviser and its affiliates face conflicts of interest, including significant conflicts created by our Adviser’s compensation arrangements with us,
including compensation which may be required to be paid to our Adviser if our advisory agreement is terminated, which could result in decisions that are not in
the best interests of our shareholders;

• We pay substantial fees and expenses to our Adviser and its affiliates, which payments increase the risk that you will not earn a profit on your
investment;

• If we fail to qualify as a real estate investment trust (a “REIT”) for U.S. federal income tax purposes, cash available for distributions to be paid to our
shareholders could decrease materially, which would limit our ability to make distributions to our shareholders;

• Risks associated with the COVID-19 pandemic or the future outbreak of other highly infectious or contagious diseases; and

• Any other risks included under Part I, Item 1A, “Risk Factors,” of our Annual Report on Form 10-K filed with the Securities and Exchange
Commission (“SEC”) on March 31, 2023.

While forward-looking statements reflect our good faith beliefs, they are not guarantees of future performance. They are based on estimates and
assumptions only as of the date of this quarterly report. We undertake no obligation to update or revise any forward-looking statement to reflect changes in
underlying assumptions or factors, new information, data or methods, future events or other changes, except as required by law.

iii
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and par value amounts)

March 31, 2023
(Unaudited) December 31, 2022

ASSETS  
Consolidated Real Estate Investments

Land $ 47,708  $ 47,708 
Buildings and improvements 174,471  174,469 
Intangible lease assets 10,979  10,979 
Construction in progress 44,894  39,731 
Furniture, fixtures, and equipment 362  354 

Total Gross Consolidated Real Estate Investments 278,414  273,241 
Accumulated depreciation and amortization (10,603) (7,158)

Total Net Consolidated Real Estate Investments 267,811  266,083 
Investments, at fair value ($561,873 and $576,419 with related parties, respectively) 727,856  754,910 
Equity method investments ($7,289 and $7,272 with related parties, respectively) 69,852  70,656 
Life insurance policies, at fair value 66,384  67,711 
Cash and cash equivalents 8,348  13,360 
Restricted cash 36,453  35,289 
Accounts receivable, net 1,919  1,903 
Prepaid and other assets 4,959  6,441 
Accrued interest and dividends 5,292  4,302 
Deferred tax asset, net 2,363  2,247 

TOTAL ASSETS $ 1,191,237  $ 1,222,902 

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities:  

Mortgages payable, net $ 143,918  $ 144,414 
Notes payable 21,250  24,250 
Prime brokerage borrowing 736  2,624 
Accounts payable and other accrued liabilities 12,512  13,865 
Income tax payable 11,641  10,720 
Accrued real estate taxes payable 1,131  254 
Accrued interest payable 1,128  1,115 
Security deposit liability 422  416 
Prepaid rents 1,150  1,273 
Intangible lease liabilities, net 5,656  6,027 
Due to affiliates 112  112 

Total Liabilities $ 199,656  $ 205,070 

Shareholders' Equity:  
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Preferred shares, $0.001 par value: 4,800,000 shares authorized; 3,359,593 shares issued and outstanding 3  3 
Common shares, $0.001 par value: unlimited shares authorized; 37,171,807 shares issued and outstanding 37  37 
Additional paid-in capital 999,845  999,845 
Accumulated earnings (loss) (8,304) 17,947 

Total Shareholders' Equity 991,581  1,017,832 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 1,191,237  $ 1,222,902 

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS

AND COMPREHENSIVE INCOME (LOSS)
(in thousands, except per share amounts)

(Unaudited)

For the Three
Months Ended

March 31,
2023

Revenues  
Rental income $ 4,720 
Interest income ($625 with related parties) 2,018 
Dividend income ($6,426 with related parties) 8,119 
Other income 9 

Total revenues 14,866 

Expenses  
Property operating expenses 1,506 
Property management fees 171 
Real estate taxes and insurance 1,357 
Advisory and administrative fees 3,578 
Property general and administrative expenses 743 
Corporate general and administrative expenses 1,496 
Conversion expenses 163 
Depreciation and amortization 3,524 

Total expenses 12,538 

Operating income 2,328 
Interest expense (3,462)
Equity in income (losses) of unconsolidated equity method ventures (76)
Change in unrealized gain (losses) (18,640)
Realized gains (losses) 1,135

Net loss before income taxes (18,715)
Income tax expense (806)

Net loss (19,521)

Net income attributable to preferred shareholders (1,155)

Net loss attributable to common shareholders $ (20,676)

Weighted average common shares outstanding - basic 37,172 
Weighted average common shares outstanding - diluted 37,172 

Loss per share - basic $ (0.56)
Loss per share - diluted $ (0.56)

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS (Predecessor Basis)

(in thousands)
(Unaudited)

For the Three
Months Ended

March 31,
2022

Investment income:
Income:

Dividends from unaffiliated issuers $ 7,530 
Dividends from affiliated issuers 6,247 
Interest from unaffiliated issuers 795 
Interest from affiliated issuers 143 

Total income 14,715 

Expenses:
Investment advisory 3,055 
Legal fees 524 
Interest expense and commitment fees 323 
Conversion expense 363 
Accounting services fees 163 
Insurance 46 
Reports to shareholders 68 
Trustees fees 68 
Audit and tax preparation fees 38 
Transfer agent fees 30 
Pricing fees 26 
Registration fees 26 
Other 192 

Total operating expenses 4,922 
Net investment income 9,793 
Preferred dividend expenses (1,155)

Net realized and unrealized gain (loss) on investments
Realized gain on:

Investments from unaffiliated issuers 27,591 

Net change in unrealized gain on:
Investments from unaffiliated issuers (14,688)
Investments from affiliated issuers 36,582 
Securities sold short 153 

Net realized and unrealized gain on investments 49,638 

Total increase in net assets resulting from operations $ 58,276 

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY

(in thousands, except share and per share amounts)
(Unaudited)

  Preferred Shares Common Shares
Additional

Paid-in
Capital

Accumulated
Earnings (Loss) Total

Three Months Ended
March 31, 2023

Number of
Shares Amount

Number of
Shares Amount

Balances, December 31,
2022 3,359,593 $ 3  37,171,807 $ 37  $ 999,845  $ 17,947  $ 1,017,832 

Net loss attributable to
common shareholders — —  — —  —  (20,676) (20,676)
Net income attributable
to preferred
shareholders — —  — —  —  1,155  1,155 
Common share
dividends declared
($0.15 per share) — —  — —  —  (5,575) (5,575)
Preferred share
dividends declared
($0.34375 per share) — —  — —  —  (1,155) (1,155)

Balances, March 31,
2023 3,359,593 $ 3  37,171,807 $ 37  $ 999,845  $ (8,304) $ 991,581 

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS (Predecessor Basis)

(in thousands, except share amounts)
(Unaudited)

For the Three
Months Ended

March 31,
2022

Increase (decrease) in net assets operations:
Net investment income $ 9,793 
Preferred dividend expenses (1,155)
Accumulated net realized gain (loss) on investments, securities sold short, written options, futures contracts, and foreign currency
transactions 27,591 
Net change in unrealized appreciation on investments, securities sold short, written options contracts and translation of assets and
liabilities denominated in foreign currency 22,047 

Net increase from operations 58,276 

Distributions declared to common shareholders:
Distribution (5,566)

Total distributions declared to common shareholders: (5,566)
Increase in net assets from operations and distributions 52,710 

Share transactions:
Value of distributions reinvested 447 
Proceeds from sale of shares 1,526 

Net increase from shares transactions 1,973 
Total increase in net assets 54,683 

Net assets
Beginning of period 911,208 

End of period $ 965,891 

Change in Common Shares
Issued for distribution reinvested 46

Net increase in common shares 46

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

(in thousands)
(Unaudited)

For the Three Months
Ended March 31,

2023
Cash flows from operating activities
Net loss $ (19,521)
Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization 3,524 
Amortization of intangible lease liabilities (371)
Amortization of deferred financing costs 474 
Paid-in-kind interest ($0 with related parties) (1,008)
Realized (gain) loss (1,135)
Change in unrealized (gain) loss on investments held at fair value ($(16,009) with related parties) 18,640 
Equity in (income) losses of unconsolidated equity method ventures ($213 with related parties) 76 
Distributions of earnings from unconsolidated ventures ($195 with related parties) 727 
Cash paid for life settlement premiums (1,266)

Changes in operating assets and liabilities
Deferred tax asset (116)
Income tax payable 921 
Real estate taxes payable 877 
Other operating assets 476 
Other operating liabilities (1,793)

Net cash provided by operating activities 505 

Cash flows from investing activities
Distributions from CLO investments — 
Proceeds from sale of investments 14,549 
Purchases of investments (1,464)
Additions to consolidated real estate investments (4,851)

Net cash provided by investing activities 8,234 

Cash flows from financing activities
Mortgage payments (591)
Prime brokerage borrowing 6,397 
Credit facilities payments (2,999)
Prime brokerage payments (8,285)
Deferred financing costs paid (379)
Dividends paid to preferred shareholders (1,155)
Dividends paid to common shareholders (5,575)

Net cash used in financing activities (12,587)

Net decrease in cash, cash equivalents and restricted cash (3,848)
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Cash, cash equivalents and restricted cash, beginning of period 48,649 

Cash, cash equivalents and restricted cash, end of period $ 44,801 

Supplemental Disclosure of Cash Flow Information
Interest paid $ 2,504 
Income tax paid $ 1,501 

Supplemental Disclosure of Noncash Activities
Change in capitalized construction costs included in accounts payable and other accrued liabilities $ 322 

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (Predecessor Basis)

(in thousands)
(Unaudited)

For the Three
Months Ended

March 31,
2022

Cash flows from operating activities:
Net increase in net assets resulting from operations $ 58,276 

Adjustments to reconcile net increase in net assets resulting from operations to net cash provided by operating activities:
Purchases of investment securities from unaffiliated issuers (116,182)
Purchases of investment securities from affiliated issuers (15,147)
Proceeds from the disposition of investment securities from unaffiliated issuers 159,220 
Proceeds from the disposition of investment securities from affiliated issuers 2,086 
Amortization (accretion) of premiums (89)
Net realized (gain) loss on investments from unaffiliated issuers (27,591)
Net realized (gain) loss on securities sold short (153)
Net change in unrealized depreciation on unaffiliated investments 14,688 
Net change in unrealized appreciation on investments in affiliated investments (36,582)

Changes in operating assets and liabilities
Dividends and interest receivable 684 
Prepaid expenses and other assets 421 
Decrease in payable for investments purchased 511 
Due to broker 6,902 
Accrued expenses and other liabilities 49 
Net cash provided by operating activities 47,093 

Cash flows from financing activities:
Payments on notes payable (10,000)
Distributions paid in cash (5,119)
Proceeds from shares sold 1,498 

Net cash used in financing activities (13,621)
Net increase in cash 33,472 

Cash, cash equivalents and restricted cash:
Beginning of period 2,678 

End of period $ 36,150 

Supplemental disclosure of cash flow information
Reinvestment of distributions $ 447 
Cash paid during the period for interest expense and commitment fees $ 312 

See Notes to Consolidated Financial Statements
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Description of Business

NexPoint Diversified Real Estate Trust (the "Company", "we", "us", or "our") was formed in Delaware and has elected to be taxed as a real estate
investment trust (a “REIT”). Substantially all of the Company’s business is conducted through NexPoint Diversified Real Estate Trust Operating Partnership,
L.P. (the "OP"), the Company’s operating partnership. The Company conducts its business (the "Portfolio") through the OP and its wholly owned taxable REIT
subsidiaries ("TRSs"). The Company's wholly owned subsidiary, NexPoint Diversified Real Estate Trust OP GP, LLC (the "OP GP"), is the sole general partner
of the OP. As of March 31, 2023, there were 2,000 partnership units of the OP (the “OP Units”) outstanding, of which 100.0% were owned by the Company.

On July 1, 2022 (the “Deregistration Date”), the Securities and Exchange Commission (the “SEC”) issued an order pursuant to Section 8(f) of the
Investment Company Act of 1940 (the “Investment Company Act”) declaring that the Company has ceased to be an investment company under the Investment
Company Act (the “Deregistration Order”). The issuance of the Deregistration Order enabled the Company to proceed with full implementation of its new
business mandate to operate as a diversified REIT that focuses primarily on investing in various commercial real estate property types and across the capital
structure, including but not limited to equity, mortgage debt, mezzanine debt and preferred equity (the “Business Change”).

The Company is externally managed by NexPoint Real Estate Advisors X, L.P. (the “Adviser”), through an agreement dated July 1, 2022, amended on
October 25, 2022 and April 11, 2023, (the “Advisory Agreement”), by and among the Company and the Adviser for an initial three-year term that will expire
on July 1, 2025 and successive one-year terms thereafter unless earlier terminated. The Adviser manages the day-to-day operations of the Company and
provides investment management services. The Company had no employees as of March 31, 2023. All of the Company’s investment decisions are made by the
Adviser, subject to general oversight by the Adviser’s investment committee and our board of trustees (the “Board”). The Adviser is wholly owned by
NexPoint Advisors, L.P. (the “Sponsor” or “NexPoint”).

As a diversified REIT, the Company’s primary investment objective is to provide both current income and capital appreciation. The Company seeks to
achieve this objective through the Business Change. Target underlying property types primarily include, but are not limited to, single-family rentals,
multifamily, self-storage, life science, office, industrial, hospitality, net lease and retail. The Company may, to a limited extent, hold, acquire or transact in
certain non-real estate securities.

2. Summary of Significant Accounting Policies

Basis of Accounting

Prior to the Deregistration Date, the Company was accounted for as an investment company in accordance with Financial Accounting Standards Board
("FASB") Accounting Standards Codification ("ASC") 946, Financial Services – Investment Companies, or the “Predecessor Basis.” Upon the Deregistration
Order, the Company discontinued the use of the guidance in FASB ASC 946 and prospectively applied the guidance under United States generally accepted
accounting principles (“GAAP”) required for companies that are not investment companies, or what we refer to as the “Successor Basis". As a result of these
changes, our consolidated financial statements as of and for the three months ended March 31, 2023, are accounted for using the Successor Basis and are
presented separately from our consolidated financial statements on the Predecessor Basis, as of and for the periods prior to the Deregistration Date. The fair
value of the Company’s investments and consolidated operating properties as of the Deregistration Date became the new basis in accordance with FASB ASC
946. Due to this change, the Company reallocated these fair values to the assets and liabilities of operating properties.

The accompanying unaudited consolidated financial statements have been prepared according to the rules and regulations of the SEC. Certain information
and note disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or omitted according to such rules and
regulations, although management believes that the disclosures are adequate to make the information presented not misleading.

In the opinion of management, all adjustments and eliminations necessary for the fair presentation of the Company’s financial position as of March 31,
2023, and December 31, 2022 and results of operations for the three months ended
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March 31, 2023, and three months ended March 31, 2022 (Predecessor Basis) have been included. Such adjustments are normal and recurring in nature. The
unaudited information included in this quarterly report 10-Q should be read in conjunction with the Company’s audited consolidated financial statements for
the year ended December 31, 2022, and notes included thereto included in Annual Report on Form 10-K filed with the SEC on March 31, 2023.

Use of Estimates and Assumptions

The accompanying consolidated financial statements are presented in accordance with GAAP which requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent liabilities at the dates of the unaudited consolidated
financial statements and the amounts of revenues and expenses during the reporting periods. Actual amounts realized or paid could differ from those estimates.
All significant intercompany accounts and transactions have been eliminated in consolidation.

Due to the inherent uncertainty of determining the fair value of investments that do not have a readily available fair market value, the fair value of the
Company’s investments may fluctuate from period to period. Additionally, the fair value of investments may differ significantly from the values that would
have been used had an active market existed for such investments and may differ materially from the values the Company may ultimately realize. Further, such
investments may be subject to legal and other restrictions on resale or otherwise be less liquid than publicly traded securities.

Principles of Consolidation

Upon the application for the historical cost accounting basis, the Company accounts for partnerships, joint ventures and other similar entities in which it
holds an ownership interest in accordance with FASB ASC 810, Consolidation. The Company first evaluates whether each entity is a variable interest entity
(“VIE”). Under the VIE model, the Company consolidates an entity when it has control to direct the activities of the VIE and the obligation to absorb losses or
the right to receive benefits that could potentially be significant to the VIE. Under the voting model, the Company consolidates an entity when it controls the
entity through ownership of a majority voting interest.

The unaudited consolidated financial statements include the accounts of the Company and its subsidiaries, including the OP and its subsidiaries. The
Company’s sole significant asset is its investment in the OP, and consequently, substantially all of the Company’s assets and liabilities represent those assets
and liabilities of the OP.

Variable Interest Entities

The Company evaluates all of its interests in VIEs for consolidation. When the Company’s interests are determined to be variable interests, the Company
assesses whether it is deemed to be the primary beneficiary of the VIE. The primary beneficiary of a VIE is required to consolidate the VIE. FASB ASC Topic
810, Consolidation, defines the primary beneficiary as the party that has both of the following factors: (i) the power to direct the activities of the VIE that most
significantly impact its economic performance, and (ii) the obligation to absorb losses and the right to receive benefits from the VIE which could be potentially
significant. The Company considers its variable interests, as well as any variable interests of its related parties in making this determination. Where both of
these factors are present, the Company is deemed to be the primary beneficiary, and it consolidates the VIE. Where either one of these factors is not present, the
Company is not the primary beneficiary, and it does not consolidate the VIE.

Purchase Price Allocation

Upon acquisition of a property considered to be an asset acquisition, the purchase price and related acquisition costs (“total consideration”) are allocated
to land, buildings, improvements, furniture, fixtures, and equipment, and intangible lease assets and liabilities in accordance with FASB ASC 805, Business
Combinations.

The allocation of total consideration, which is determined using inputs that are classified within Level 3 of the fair value hierarchy established by FASB
ASC 820, Fair Value Measurement and Disclosures (“ASC 820”) (see Note 9), is based on management’s estimate of the property’s “as-if” vacant fair value
and is calculated by using all available information such as the replacement cost of such asset, appraisals, property condition reports, market data and other
related information. If any debt is assumed in an acquisition, the difference between the fair value, which is estimated using inputs that are classified within
Level 2 of the fair value hierarchy, and the face value of debt is recorded as a premium or discount and amortized as interest expense over the life of the debt
assumed.
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Real estate assets, including land, buildings, improvements, furniture, fixtures and equipment, and intangible lease assets are stated at historical cost less
accumulated depreciation and amortization. Costs incurred in making repairs and maintaining real estate assets are expensed as incurred. Expenditures for
improvements, renovations, and replacements are capitalized at cost. Real estate-related depreciation and amortization are computed on a straight-line basis
over the estimated useful lives as described in the following table:

Years
Land Not depreciated
Buildings 30 - 40
Improvements 5 - 40
Furniture, fixtures, and equipment 5 - 10
Intangible lease assets and liabilities Over lease term

Construction in progress includes the cost of renovation projects being performed at the various properties. Once a project is complete, the historical cost
of the renovation is placed into service in one of the categories above depending on the type of renovation project and is depreciated over the estimated useful
lives as described in the table above.

Fair Value Measurements

Fair value measurements are determined based on the assumptions that market participants would use in pricing an asset or liability. As a basis for
considering market participant assumptions in fair value measurements, FASB ASC 820, Fair Value Measurement and Disclosures establishes a fair value
hierarchy that distinguishes between market participant assumptions based on market data obtained from sources independent of the reporting entity
(observable inputs that are classified within Levels 1 and 2 of the hierarchy) and the reporting entity’s own assumptions about market participant assumptions
(unobservable inputs classified within Level 3 of the hierarchy):

• Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the ability to access.

• Level 2 inputs are inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. Level
2 inputs may include quoted prices for similar assets and liabilities in active markets, as well as inputs that are observable for the asset or liability
(other than quoted prices), such as interest rates and yield curves that are observable at commonly quoted intervals.

• Level 3 inputs are the unobservable inputs for the asset or liability, which are typically based on an entity’s own assumption, as there is little, if any,
related market activity. In instances where the determination of the fair value measurement is based on input from different levels of the fair value
hierarchy, the level in the fair value hierarchy within which the entire fair value measurement falls is based on the lowest level input that is
significant to the fair value measurement in its entirety.

The Company’s assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment and considers factors
specific to the asset or liability. The Company utilizes independent third parties to perform the allocation of value analysis for each property acquisition and to
perform the market valuations on its derivative financial instruments and has established policies, as described above, processes and procedures intended to
ensure that the valuation methodologies for investments and derivative financial instruments are fair and consistent as of the measurement date.

Valuation of Investments

As of March  31, 2023, the Company’s fair valued investments consisted of senior loans, corporate bonds, collateralized loan obligations (“CLOs”),
convertible notes, common stocks, rights, warrants, life settlement contracts, LP interests and LLC interests. The fair value of the Company’s senior loans,
bonds, and CLOs are generally based on quotes received from brokers or independent pricing services. Senior loans, bonds, and CLOs with quotes that are
based on actual trades with a sufficient level of activity on or near the measurement date are classified as Level 2 assets. Senior loans, bonds, and CLOs that are
priced using quotes derived from implied values, indicative bids, or a limited number of actual trades are classified as Level 3 assets because the inputs used by
the brokers and pricing services to derive the values are
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not readily observable. The Company has elected for certain of the equity method investments to be measured using fair value.

The fair value of the Company’s common stocks, rights, and warrants that are not actively traded on national exchanges are generally priced using quotes
derived from implied values, indicative bids, or a limited amount of actual trades and are classified as Level 3 assets because the inputs used by the brokers and
pricing services to derive the values are not readily observable. At the end of each calendar quarter, the Adviser evaluates the Level 2 and 3 assets and liabilities
for changes in liquidity, including but not limited to: whether a broker is willing to execute at the quoted price, the depth and consistency of prices from third
party services, and the existence of contemporaneous, observable trades in the market. Additionally, the Adviser evaluates the Level 1 and 2 assets and
liabilities on a quarterly basis for changes in listings or delistings on national exchanges. Due to the inherent uncertainty of determining the fair value of
investments that do not have a readily available market value, the fair value of the Company’s investments may fluctuate from period to period. Additionally,
the fair value of investments may differ significantly from the values that would have been used had an active market existed for such investments and may
differ materially from the values the Company may ultimately realize. Further, such investments may be subject to legal and other restrictions on resale or
otherwise be less liquid than publicly traded securities.

The fair value of the Company’s common stocks, exchange-traded funds, other registered investment companies and warrants that are not actively traded
on national exchanges are generally priced using quotes derived from implied values, indicative bids, or a limited amount of actual trades and are classified as
Level 3 assets because the inputs used by the brokers and pricing services to derive the values are not readily observable. The Company’s real estate
investments include equity interests in limited liability companies and equity issued by REITs that invest in commercial real estate. The fair value of real estate
investments that are not actively traded on national exchanges are based on internal models developed by the Adviser. The significant inputs to the models
include cash flow projections for the underlying properties, capitalization rates and appraisals performed by independent valuation firms. These inputs are not
readily observable, and the Company has classified the investments as Level 3 assets. Exchange-traded options are valued based on the last trade price on the
primary exchange on which they trade. If an option does not trade, the mid-price, which is the mean of the bid and ask price, is utilized to value the option.

The fair value of the Company’s convertible notes are categorized as Level 3 assets in the fair value hierarchy. Convertible notes are valued using a
discounted cash flow model using discount rates derived from observable market data applied to the internal rate of return implied by the expected contractual
cash flows.

Upon initial acquisition, the Company’s life settlement contracts are recognized at the transaction price. For each subsequent reporting period, the
investments are measured at fair value by a third-party valuation specialist using a life settlement pricing model and are categorized as Level 3 assets in the fair
value hierarchy. Key assumptions utilized in determining fair value include but are not limited to: (i) life expectancy estimates provided by independent third
party underwriters based on actuarially developed mortality tables and industry life expectancy reports; (ii) future premium estimates; (iii) rates of return
consistent with those sought by independent purchasers of life policies at the time of purchase; and (iv) offers and/or commitments from purchasers. In
addition, the valuation agent will also consider recent sales as well as offers received for the life policies deemed likely to close in the near future in estimating
fair value.

The assumptions used to value life policies are by nature, inherently uncertain and the effect of changes in estimates may be material. The fair value
measurement used in estimating the present value calculations are derived from valuation techniques that include inputs that are not based on observable
market data. Changes in the fair value of the life settlement contracts are reported as net unrealized gains or losses on the Consolidated Statement of Operations
(Successor Basis). Upon the death of an insured or the sale of a life policy, the Company will recognize the difference between the proceeds received and the
cost of the life policy as a realized gain or loss in the Company's Consolidated Statement of Operations (Successor Basis).

Impairment

Real estate assets and equity method investments are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. The key inputs into our impairment analysis include, but are not limited to, the holding period, net operating
income, and capitalization rates. In such cases, the Company will evaluate the recoverability of such real estate assets based on estimated future cash flows and
the estimated liquidation value of such real estate assets and provide for impairment if such undiscounted cash flows are insufficient to recover the carrying
amount of the real estate asset. If impaired, the real estate asset will be written down to its estimated
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fair value. The Company’s impairment analysis identifies and evaluates events or changes in circumstances that indicate the carrying amount of a real estate
investment may not be recoverable, including determining the period the Company will hold the rental property, net operating income, and the estimated
capitalization rate for each respective real estate investment. The Company recognizes its share of the investee's comprehensive income or loss for equity
method investments. If the investee is loss-making, the Company recognizes its share of the losses until its equity interest is reduced to zero. As of March 31,
2023, the Company has not recorded any impairment on its real estate assets.

Held for Sale

The Company periodically classifies real estate assets as held for sale when certain criteria are met in accordance with GAAP. At that time, the Company
presents the net real estate assets and the net real estate liabilities associated with the real estate held for sale separately in its consolidated balance sheet, and
the Company ceases recording depreciation and amortization expense related to that property. Real estate held for sale is reported at the lower of its carrying
amount or its estimated fair value less estimated costs to sell. As of March 31, 2023, there are no properties held for sale.

Income Taxes

The Company elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended (the “Code"), effective
for our taxable year ended December 31, 2021. To qualify as a REIT, the Company must meet a number of organizational and operational requirements,
including a requirement to distribute annually at least 90% of its “REIT taxable income,” as defined by the Code, to its shareholders. As a REIT, the Company
will be subject to federal income tax on its undistributed REIT taxable income and net capital gain and to a 4% nondeductible excise tax on any amount by
which distributions it pays with respect to any calendar year are less than the sum of (1) 85% of its ordinary income, (2) 95% of its capital gain net income and
(3) 100% of its undistributed income from prior years. The Company intends to operate in such a manner so as to qualify as a REIT, but no assurance can be
given that the Company will operate in a manner so as to qualify as a REIT. Taxable income from certain non-REIT activities is managed through a TRS and is
subject to applicable federal, state, and local income and margin taxes.

If the Company fails to meet these requirements, it could be subject to federal income tax on all of the Company’s taxable income at regular corporate
rates for that year. The Company would not be able to deduct distributions paid to shareholders in any year in which it fails to qualify as a REIT. Additionally,
the Company will also be disqualified from electing to be taxed as a REIT for the four taxable years following the year during which qualification was lost
unless the Company is entitled to relief under specific statutory provisions. As of March 31, 2023, the Company believes it is in compliance with all applicable
REIT requirements.

The Company has recorded a current income tax expense of $0.9 million associated with the TRSs for the three months ended March 31, 2023, which is
largely driven by income from the Company’s legacy CLO investments. The tax expense is partially offset by removing the valuation allowance on a deferred
tax asset of $0.1 million for a net expense of $0.8 million for the three months ended March 31, 2023, that is recorded on the Consolidated Statement of
Operations.

The Company evaluates the accounting and disclosure of tax positions taken or expected to be taken in the course of preparing the Company’s tax returns
to determine whether the tax positions are “more-likely-than-not” (greater than 50% probability) of being sustained by the applicable tax authority. Tax
positions not deemed to meet the more-likely-than-not threshold would be recorded as a tax benefit or expense in the current year. The Company’s management
is required to analyze all open tax years, as defined by the statute of limitations, for all major jurisdictions, which include federal and certain states. As of
March 31, 2023 and to the knowledge of the Company, the Company has no examinations in progress and none are expected at this time.

The Company recognizes its tax positions and evaluates them using a two-step process. First, the Company determines whether a tax position is more-
likely-than-not to be sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the
position. Second, the Company will determine the amount of benefit to recognize and record the amount that is more likely than not to be realized upon
ultimate settlement.

The Company had no material unrecognized tax benefit or expense, accrued interest or penalties as of March 31, 2023. The Company and its subsidiaries
are subject to federal income tax as well as income tax of various state and local jurisdictions. The 2022, 2021 and 2020 and 2019 tax years remain open to
examination by tax jurisdictions to which the Company and its subsidiaries are subject. When applicable, the Company recognizes interest and/or penalties
related to
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uncertain tax positions on its consolidated statement of operations and comprehensive income (loss). The Company has not recorded any uncertain tax
positions for the three months ended March 31, 2023.

Deferred Tax Assets

As of March 31, 2023, significant components of the net deferred tax assets (“DTA”) of the Company's TRSs were as follows (in thousands):

Deferred Tax Asset
Capital loss carryover from December 31, 2022 $ 126 
Net operating loss carryover from December 31, 2022 471 
Net operating loss carryover to be utilized in 2023 (30)
Unrealized tax loss on investments 16,596
Total deferred tax assets 17,163 
Valuation allowance (14,800)
Net deferred tax asset $ 2,363 

The Company may not offset tax assets or liabilities from one TRS with those of another TRS. NHF TRS, LLC, one of the Company's TRSs, is estimated
to generate a net taxable capital gain of $1.5 million for the three months ended March 31, 2023. The Company believes it is more likely than not that it will be
able to harvest capital losses within this TRS during the three succeeding taxable years to be eligible for a capital loss carryback refund claim and has therefore
not applied a valuation allowance to the extent of the expected future refund claim. As such, the Company has recorded a valuation allowance of $14.8 million
against the Company’s gross deferred tax assets to arrive at a net DTA of $3.8 million to reflect the expected tax benefit associated with the unrealized tax
losses at this TRS. NREO TRS, Inc. ("NREO TRS"), one of the Company's TRSs, has an estimated net operating loss balance of $2.2 million as of December
31, 2022 compared to $2.1 million as of March 31, 2023, as well as an estimated $0.6 million capital loss balance as of December 31, 2022, compared to
$0.6 million as of March 31, 2023. NREO TRS's net operating loss balance does not have an expiration date and its capital loss balance will expire if not
utilized prior to December 31, 2027. Additionally, NREO TRS has unrealized tax gains of $8.6 million as of December 31, 2022 compared to $9.4 million as of
March 31, 2023 resulting in a Deferred Tax Liability of $1.8 million and $2.0 million, respectively. The Company believes that it will be able to fully utilize the
tax assets from NREO TRS and has not therefore applied a valuation allowance to the $0.6 million DTA generated by this TRS.

Cash, Cash Equivalents and Restricted Cash

The Company considers all highly liquid investments purchased with an original maturity of six months or less to be cash equivalents. Cash and cash
equivalents are stated at cost, which approximates fair value. Substantially all amounts on deposit with major financial institutions exceed insured limits.
Restricted cash represents cash deposited in accounts related to security deposits, property taxes, insurance premiums and deductibles and other lender-required
escrows. Amounts deposited in the reserve accounts associated with the loans can only be used as provided for in the respective loan agreements, and security
deposits held pursuant to lease agreements are required to be segregated.

Income Recognition

Rental Income – The Company has made several investments in direct real estate. The primary operations of these direct real estate investments consist of
rental income earned from its tenants under lease agreements. Rental income is recognized on the straight-line method over the related terms of the leases.
Tenant reimbursements and other income consist of charges billed to tenants for utilities, administrative, application and other fees and are recognized when
earned which is included in rental income in the accompanying consolidated statements of operations.

Interest Income – Debt investments where the Company expects to collect the contractual interest and principal payments are considered to be
performing. The Company recognizes income on performing debt investments in accordance with the terms of the investment on an accrual basis. Interest
income also includes amortization of loan premiums or discounts and loan origination costs and prepayment penalties.
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Dividend Income – Dividends and other corporate actions are recorded on the ex-dividend date except for certain foreign corporate actions, which are
recorded as soon after ex-dividend date as such information becomes available and is verified.

Realized Gain (Loss) on Investments - The Company recognizes the excess, or deficiency, of net proceeds received, less the carrying value of such
investments, as realized gains or losses, respectively. The Company reverses cumulative, unrealized gains or losses previously reported in its consolidated
statement of operations on both the Successor and Predecessor basis with respect to the investment sold at the time of the sale.

Unrealized Gain (Loss) on Investments – Unrealized gains and losses represent changes in fair value for equity method investments, CLO equity
investments, bonds, common stock, convertible notes, LLC interests, LP interests, rights and warrants, and senior loans for which the fair value option has been
elected.

Expense Recognition

Interest expense, in accordance with the Company’s financing agreements, is recorded on the accrual basis. General and administrative expenses are
expensed as incurred.

Property operating expenses - Property operating expenses include property maintenance costs, salary and employee benefit costs, utilities, casualty-
related expenses and recoveries and other property operating costs.

Property management fees - Property management fees include fees paid to NexVest, our property manager, for managing each property directly or
indirectly owned by us (see Note 13 to our unaudited consolidated financial statements).

Real estate taxes and insurance - Real estate taxes include the property taxes assessed by local and state authorities depending on the location of each
property. Insurance includes the cost of commercial, general liability, and other needed insurance for each property

Advisory and administrative fees - Advisory and administrative fees include the fees paid to our Adviser pursuant to the Advisory Agreement (see Note 13
to our unaudited consolidated financial statements).

Property general and administrative expense - Property general and administrative expenses include the costs of marketing, professional fees, general
office supplies, and other administrative related costs of each property.

Corporate general and administrative expenses - Corporate general and administrative expenses include, but are not limited to, audit fees, legal fees,
listing fees, board of director fees, equity-based compensation expense, investor relations costs and payments of reimbursements to our Adviser for operating
expenses. Corporate general and administrative expenses and the advisory and administrative fees paid to our Adviser will not exceed 1.5% of Managed Assets
(as defined below) per calendar year (or part thereof that the Advisory Agreement is in effect), calculated in accordance with the Advisory Agreement, or the
Expense Cap (as defined below). The Expense Cap does not limit the reimbursement by us of expenses related to securities offerings paid by our Adviser. The
Expense Cap also does not apply to legal, accounting, financial, due diligence, and other service fees incurred in connection with mergers and acquisitions,
extraordinary litigation, or other events outside our ordinary course of business or any out-of-pocket acquisition or due diligence expenses incurred in
connection with the acquisition or disposition of real estate assets. Additionally, in the sole discretion of the Adviser, the Adviser may elect to waive certain
advisory and administrative fees otherwise due. If advisory and administrative fees are waived in a period, the waived fees for that period are considered to be
waived permanently and the Adviser may not be reimbursed in the future.

Conversion expense - Conversion expenses include the costs of the Business Change in conjunction with the Deregistration Order, which primarily
include legal fees and other fees incurred in preparation for or as a direct result of the conversion.

Depreciation and amortization - Depreciation and amortization costs primarily include depreciation of our properties and amortization of leases.
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Recent Accounting Pronouncements

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848) (“ASU 2020-04”). ASU 2020-04 contains practical expedients for
reference rate reform related activities that impact debt, leases, derivatives and other contracts. The guidance in ASU 2020-04 is optional and may be elected
over time as reference rate reform activities occur. The Company will continue to evaluate the impact of the guidance and may apply other elections as
applicable as additional changes in the market occur.

Investments

The Company holds investments in publicly traded companies and privately held entities primarily involved in the life science, multifamily, self-storage,
single-family rental, mortgage lending, and hospitality industries. Each investment is evaluated to determine whether the Company has the ability to exercise
significant influence, but not control, over an investee. Investments are evaluated in which Company ownership is equal to or greater than 20%, but less than or
equal to 50%, of an investee’s voting stock with a presumption that the Company has this ability. For our investments in limited partnerships and functional
equivalents that maintain specific ownership accounts, we presume that such ability exists when our ownership interest exceeds 3% to 5%. In addition to the
Company’s ownership interest, the Company also considers whether it has a board seat or whether it participates in the policy-making process, among other
criteria, to determine if we have an ability to exert significant influence, but not control, over an investee. If we determine that we have such ability, but we do
not control, we account for the investment under the equity method of accounting, as described below.

Investments that qualify for the equity method of accounting – Under the equity method of accounting, the Company initially recognizes its investment at
cost and subsequently adjusts the carrying amount of the investments for its share of earnings and losses reported by the investee, distributions received, and
other-than-temporary impairments. The Company has elected the fair value option for several of its investments that would otherwise be accounted for under
the equity method (See Note 8). Distributions from these investments are accounted for as Interest and Dividend income and mark-to-market gains and losses
are included in Change in Unrealized Gains/(Losses) on the consolidated Statement of Operations. For more information about the Company’s investments
accounted for under the equity method, refer to Note 8 – Equity Method Investments. The Company has elected for certain of the equity method investments to
be measured using fair value.

Investments that do not qualify for the equity method of accounting – For investees over which we determine that we do not have the ability to exercise
significant influence or control, we account for each investment depending on whether it is an investment in a (i) publicly traded company, (ii) privately held
entity that reports net asset value (“NAV”) per share, or (iii) privately held entity that does not report NAV per share, as described below.

Investments in publicly traded companies – Our investments in publicly traded companies are classified as investments with readily determinable fair
values and are presented at fair value in our consolidated balance sheets, with changes in fair value classified in change in unrealized gain (loss) in our
consolidated statement of operations. The fair values of our investments in publicly traded companies are determined based on sales prices or quotes available
on securities exchanges.

Investments in privately held companies – Our investments in privately held entities without readily determinable fair values consist of (i) investments in
privately held entities that report NAV per share and (ii) investments in privately held entities that do not report NAV per share. These investments are
accounted for as follows:

Investments in privately held entities that report NAV per share – Investments in privately held entities that elect the fair value option
that report NAV per share, such as our privately held investments in limited partnerships, are presented at fair value using NAV, with changes in
fair value recognized in net income. We use NAV per share reported by limited partnerships generally without adjustment, unless we are aware of
information indicating that the NAV reported by a limited partnership does not accurately reflect the fair value of the investment at our reporting
date.

Investments in privately held entities that do not report NAV per share – Investments in privately held entities that do not report NAV per
share are accounted for using a valuation technique described further in Note 9 - Fair Value of Derivatives and Financial Instruments.
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Impairment evaluation of equity method investments – We monitor equity method investments not reported at fair value for indicators that a decrease in
the value of the investment has occurred that is other than temporary. If such indicators are present, we are required to estimate the investment’s fair value and
immediately recognize an impairment charge in an amount equal to the investment’s carrying value in excess of its estimated fair value.

Distributions from equity method investments

We use the “nature of the distribution” approach to determine the classification within our consolidated statements of cash flows of cash distributions
received from equity method investments, including our unconsolidated real estate joint ventures and equity method non-real estate investments. Under this
approach, distributions are classified based on the nature of the underlying activity that generated the cash distributions. Under the cumulative earnings
approach, distributions up to the amount of cumulative equity in earnings recognized are classified as cash inflows from operating activities, and those in
excess of that amount are classified as cash inflows from investing activities.

3. Business Change

As discussed in Note 1 and Note 2, on the Deregistration Date, the SEC issued an order pursuant to Section 8(f) of the Investment Company Act declaring
that the Company has ceased to be an investment company under the Investment Company Act. The issuance of the Deregistration Order enabled the Company
to proceed with full implementation of the Business Change. Upon the Deregistration Order, the Company discontinued the use of guidance in FASB ASC 946.
To effectuate this change, the fair values of the Company’s investments became the July 1, 2022 cost basis. The change also required the consolidation of
several investments that were previously not required to be consolidated under FASB ASC 946.

4. Investments in Real Estate Subsidiaries

The Company conducts its operations through the OP, which owns several real estate properties through single asset limited liability companies that are
special purpose entities (“SPEs”). The Company consolidates the SPEs that it controls as well as any VIEs where it is the primary beneficiary. All of the
properties the SPEs own are consolidated in the Company’s consolidated financial statements. The assets of each entity can only be used to settle obligations of
that particular entity, and the creditors of each entity have no recourse to the assets of other entities or the Company.

As of March 31, 2023, the Company, through the OP, owned four properties through SPEs. The following table represents the Company’s ownership in
each property by virtue of its 100% ownership of the SPEs that directly own the title to each property as of March 31, 2023:

Effective Ownership
Percentage at

Property Name Location Year Acquired March 31, 2023
White Rock Center Dallas, Texas 2013 100 %
5916 W Loop 289 Lubbock, Texas 2013 100 %
Cityplace Tower Dallas, Texas 2018 100 %
NexPoint Dominion Land, LLC (1) Plano, Texas 2022 100 %

(1) NexPoint Dominion Land, LLC owns 100% of 21.5 acres of undeveloped land in Plano, Texas.
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5. Consolidated Real Estate Investments

As of March 31, 2023, the major components of the Company’s investments in real estate held by SPEs the Company consolidates, which are included in
"Consolidated Real Estate Investments" on the Consolidated balance sheet, were as follows (in thousands):

Operating Properties Land
Buildings and
Improvements

Intangible
Lease Assets

Intangible
Lease

Liabilities
Construction in

Progress

Furniture,
Fixtures, and
Equipment Totals

White Rock Center $ 1,315  $ 10,314  $ 1,921  $ (101) $ —  $ 5  $ 13,454 
5916 W Loop 289 1,081  2,939  —  —  —  —  4,020 
Cityplace Tower 18,812  161,218  9,058  (6,669) 44,894  357  227,670 
NexPoint Dominion Land, LLC 26,500  —  —  —  —  —  26,500 

47,708  174,471  10,979  (6,770) 44,894  362  271,644 
Accumulated depreciation and
amortization —  (6,230) (4,178) 1,114  —  (195) (9,489)

Total Operating Properties $ 47,708  $ 168,241  $ 6,801  $ (5,656) $ 44,894  $ 167  $ 262,155 

Depreciation expense was $2.1 million for the three months ended March  31, 2023. Amortization expense related to the Company’s intangible lease
assets was $1.3 million and $0.4 million for the Company’s intangible lease liabilities for the three months ended March 31, 2023. The net amount amortized as
an increase to rental revenue for capitalized above and below-market lease intangibles was $0.4 million for the three months ended March 31, 2023.

Acquisitions

There were no acquisitions by the Company for the three months ended March 31, 2023.

6. Debt

Cityplace Debt

The Company has debt on its office and hospitality real estate property pursuant a Loan Agreement, originally dated August 15, 2018 and subsequently
amended (the “Loan Agreement”). The debt is limited recourse to the Company and encumbers the property. The debt had an original maturity of September 8,
2022, and the Company has deferred the maturity date with the lender to May 8, 2023, with the possibility to extend for an additional four months to September
8, 2023 provided certain metrics are met. On May 8, 2023, the lender agreed to defer the maturity of the Cityplace debt by four months to September 8, 2023.
Also on May 8, 2023, the parties to the Loan Agreement agreed to convert the index upon which the interest rate is based to the one-month secured overnight
financing rate ("SOFR") effective as of the first interest period beginning on or after May 8, 2023. The purpose of the deferral was to allow for continued
discussions around refinancing the debt. Management recognizes that finding an alternative source of funding is necessary to repay the debt by the maturity
date. Management is evaluating multiple options to fund the repayment of the $144.1 million principal balance outstanding as of March 31, 2023, including
refinancing the debt, securing additional equity or debt financing, selling a portion of the portfolio, or any combination thereof. Management believes that there
is sufficient time before the maturity date and that the Company has sufficient access to capital to ensure the Company is able to meet its obligations as they
become due. Due to the short term nature of the debt, the fair value of the debt is approximately the outstanding balance. The below table contains summary
information related to the mortgages payable (dollars in thousands):
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Outstanding principal
as of

March 31, 2023 Interest Rate Maturity Date (1)
Note A-1 $ 102,375  6.96 % 5/8/2023
Note A-2 22,394  10.96 % 5/8/2023
Note B-1 12,888  6.96 % 5/8/2023
Note B-2 3,199  10.96 % 5/8/2023
Mezzanine Note 1 2,819  10.96 % 5/8/2023
Mezzanine Note 2 403  10.96 % 5/8/2023

Mortgages payable 144,078 
Deferred financing costs, net (160)

Mortgages payable, net $ 143,918 

(1) On May 8, 2023, the lender agreed to defer the maturity date to September 8, 2023.

The weighted average interest rate of the Company’s debt related to its Cityplace investment was 7.8% as of March 31, 2023.

The loan agreements contain customary events of default, including defaults in the payment of principal or interest, defaults in compliance with the
covenants contained in the documents evidencing the loan, defaults in payments under any other security instrument covering any part of the property, whether
junior or senior to the loan, and bankruptcy or other insolvency events. As of March 31, 2023, the Company believes it is in compliance with all covenants.

Notes Payable

On August 9, 2022, the Company borrowed approximately $13.3 million from the seller, Gabriel Legacy, LLC to finance its acquisition of 21.5 acres of
land in Plano, Texas held through NexPoint Dominion Land, LLC, a wholly owned subsidiary of the OP. Due to the short term nature of the note, the fair value
of the note is approximately the outstanding balance. The note bears interest at an annual rate equal to the WSJ Prime Rate and matures on August 8, 2025.

Credit Facility

On January 8, 2021, the Company entered into a $30.0 million credit facility (the "Credit Facility") with Raymond James Bank, N.A. and drew the full
balance. As of March 31, 2023, the Credit Facility, as amended, bore interest at the one-month London Inter-Bank Offered Rate ("LIBOR") plus 3.50% and
matures on November 6, 2023. On March 6, 2023, the interest rate on the Credit Facility increased to one-month LIBOR plus 4.25%. During the three months
ended March 31, 2023, the Company paid down $3.0 million on the Credit Facility. As of March 31, 2023, the Credit Facility had an outstanding balance of
$8.0 million. Due to the short term nature of the debt, the fair value of the debt is approximately the outstanding balance. Management believes that the
Company has sufficient access to capital to ensure the Company is able to meet its obligations as they become due.

Deferred Financing Costs

The Company defers costs incurred in obtaining financing and amortizes the costs over the terms of the related loans using the straight-line method,
which approximates the effective interest method. Deferred financing costs, net of amortization, are recorded as a reduction from the related debt on the
Company’s consolidated balance sheet. Upon repayment of or in conjunction with a material change in the terms of the underlying debt agreement, any
unamortized costs are charged to loss on extinguishment of debt and modification costs.

Prime Brokerage Borrowing

Effective July 2, 2022, the Company entered a prime brokerage account with Jefferies to hold securities owned by the Company. The Company from time
to time borrows against the value of these securities. As of March 31, 2023, the Company had a margin balance of approximately $0.7 million outstanding with
Jefferies bearing interest at the Overnight Bank Funding Rate plus 0.50%. Securities with a fair value of approximately $11.4 million are pledged as collateral
against
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this margin balance. This arrangement has no stated maturity date. Due to the floating interest rate nature of the debt, the fair value of the debt is approximately
the outstanding balance.

Schedule of Debt Maturities

The aggregate scheduled maturities, including amortizing principal payments, of total debt for the next five calendar years subsequent to March 31, 2023
are as follows (in thousands):

Mortgages Payable Notes Payable Total
2023 $ 144,078  $ 8,000  $ 152,078 
2024 —  —  — 
2025 —  13,250  13,250 
2026 —  —  — 
2027 —  —  — 
Thereafter —  —  — 

Total $ 144,078  $ 21,250  $ 165,328 

7. Variable Interest Entities

Consolidated VIEs

The Company reassesses its initial evaluation of whether an entity is a VIE when certain reconsideration events occur. The Company reassesses its
determination of whether it is the primary beneficiary of a VIE on an ongoing basis based on current facts and circumstances.

As of March 31, 2023, the Company has accounted for the following investments as unconsolidated VIEs:

Entities Instrument Asset Type
Percentage Ownership
as of March 31, 2023 Relationship as of March 31, 2023

Unconsolidated Entities:
NexPoint Real Estate Finance Operating
Partnership, L.P. LP interest Mortgage 16.1 % VIE
VineBrook Homes Operating Partnership, L.P. LP interest Single-family rental 11.5 % VIE
NexPoint Storage Partners Operating Company,
LLC LLC interest Self-storage 29.7 % VIE
NexPoint Storage Partners, Inc. Common stock Self-storage 53.0 % VIE
Perilune Aero Equity Holdings One, LLC LLC interest Aircraft 16.4 % VIE
SFR WLIF III, LLC LLC interest Single-family rental 20.0 % VIE
IQHQ Holdings, LP LP interest Life science 1.1 % VIE

8. Equity Method Investments

As discussed in Note 2, investments are evaluated in which Company ownership is equal to or greater than 20%, but less than or equal to 50%, of an
investee’s voting stock with a presumption that the Company has the ability to exercise
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significant influence but not control, over an investee. For our investments in limited partnerships and functional equivalents that maintain specific ownership
accounts, we presume that such ability exists when our ownership interest exceeds 3% to 5%. In addition to the Company’s ownership interest, the Company
also considers whether it has a board seat or whether it participates in the policy-making process, among other criteria, to determine if we have an ability to
exert significant influence, but not control, over an investee. If we determine that we have such ability but do not have control, we account for the investment
under the equity method of accounting.

Below is a summary of the Company’s equity method investments as of March 31, 2023 (dollars in thousands):

Investee Name Instrument Asset Type

NXDT
Percentage
Ownership

Investment
Basis

Share of
Investee's Net

Assets (1)
Basis

Difference (2)

Share of
Earnings
(Loss)

Sandstone Pasadena
Apartments, LLC LLC interest Multifamily 50.0 % $ 12,548  $ (9,590) $ 22,138  $ (16)
AM Uptown Hotel,
LLC LLC interest Hospitality 60.0 % (3) 26,455  21,334  5,121  (80)

SFR WLIF III, LLC LLC interest
Single-family
rental 20.0 % 7,289  7,466  (177) 195 

Las Vegas Land
Owner, LLC LLC interest Land 77.0 % (4) 12,312  12,312  —  — 
Perilune Aero
Equity Holdings
One, LLC LLC interest Aircraft 16.4 % 11,248  9,990  1,258  360 
Claymore Holdings,
LLC LLC interest N/A 50.0 % (5) —  (6) —  —  — 
Allenby, LLC LLC interest N/A 50.0 % (5) —  (6) —  —  — 

$ 69,852  $ 41,512  $ 28,340  $ 459 
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Below is a summary of the Company’s equity method investments as of December 31, 2022 (dollars in thousands):

Investee Name Instrument Asset Type

NXDT
Percentage
Ownership

Investment
Basis

Share of
Investee's Net

Assets (1)
Basis

Difference (2)

Share of
Earnings
(Loss)

Sandstone Pasadena
Apartments, LLC LLC interest Multifamily 50.0 % $ 13,013  $ —  $—  $ 13,013  $ (217)
AM Uptown Hotel,
LLC LLC interest Hospitality 60.0 % (3) 27,136  21,334  —  5,802  (227)

SFR WLIF III, LLC LLC interest
Single-family
rental 20.0 % 7,272  7,466  —  (194) 280 

Las Vegas Land
Owner, LLC LLC interest Land 77.0 % (4) 12,312  12,312  —  —  — 
Perilune Aero
Equity Holdings
One, LLC LLC interest Aircraft 16.4 % 10,923  8,751  —  2,172  665 
Claymore Holdings,
LLC LLC interest N/A 50.0 % (5) —  (6) —  —  —  — 
Allenby, LLC LLC interest N/A 50.0 % (5) —  (6) —  —  —  — 

$ 70,656  $ 49,863  $—  $ 20,793  $ 501 

Below is a summary of the Company's investments that qualify for equity method accounting for which the Company has elected to account for using the
fair value option. Amounts are included in "investments, at fair value" on the consolidated balance sheet.

Investee Name Instrument Asset Type
NXDT Percentage

Ownership Investment Basis
NexPoint Real Estate Finance Operating
Partnership, L.P. LP interest Mortgage 16.1 % (7) $ 76,299  (6)
NexPoint Real Estate Finance, Inc. Common stock Mortgage 12.2 % (7) 32,907  (6)
VineBrook Homes Operating Partnership,
L.P. LP interest Single-family rental 11.5 % (7) 166,463  (6)
NexPoint Storage Partners, Inc. Common stock Self-storage 53.0 % (3) 103,194  (6)
NexPoint Storage Partners Operating
Company, LLC LLC interest Self-storage 29.7 % 56,232  (6)
NexPoint SFR Operating Partnership, L.P. LP interest Single-family rental 30.8 % 48,666  (6)
NexPoint Hospitality Trust Common stock Hospitality 45.4 % 22,935  (6)
LLV Holdco, LLC LLC interest Land 26.8 % 3,896  (6)

$ 510,592 

(1) Represents the Company’s percentage share of net assets of the investee per the investee’s books and records.
(2) Represents the difference between the basis at which the investments in unconsolidated ventures are carried by the Company and the Company's

proportionate share of the equity method investee's net assets. To the extent
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that the Company’s cost basis is different from the basis reflected at the joint venture level, the basis difference is generally amortized over the lives
of the related assets and liabilities, and such amortization is included in the Company’s share of equity in earnings of the joint venture.

(3) The Company owns greater than 50% of the outstanding common equity but is not deemed by the Company to be the primary beneficiary (for a
VIE) or have a controlling financial interest of the investee and as such, accounts for the investee using the equity method.

(4) The Company owns 100% of Las Vegas Land Owner, LLC which owns 77% of a joint venture that owns an 8.5 acre tract of land (the "Tivoli North
Property") as described below. Through the TIC (as defined below), the Company shares control and as such accounts for this investment using the
equity method.

(5) The Company has a 50% non-controlling interest in Claymore Holdings, LLC (“Claymore”) and Allenby, LLC, (“Allenby”). The Company has
determined it is not the primary beneficiary and does not consolidate these entities.

(6) The Company has elected the fair value option with respect to these investments. The basis in these investments is their March 31, 2023 fair value.
(7) The Company owns less than 20% of the investee but has significant influence due to members of the management team serving on the board of the

investee or its parent and as such, accounts for the investee using the equity method.

Sandstone

On May 29, 2015, the Company, via a wholly owned subsidiary, invested $12 million in Sandstone Pasadena Apartments, LLC ("Sandstone"), which
beneficially owns a 696-unit multifamily property (the “Ashmore”) located in Pasadena, Texas. This contribution by the Company gave it an initial ownership
percentage of 83.3%. Sandstone and the Ashmore are managed by Knightvest 2015, LLC (the “Sandstone Manager”). The LLC agreement of Sandstone vests
the Sandstone Manager with the exclusive right, power, authority and discretion in conducting the business of Sandstone, subject to certain exceptions. Since
the Company does not have a controlling financial interest, it does not consolidate Sandstone and therefore uses the equity method of accounting. Per the
Sandstone organizational documents, the Company was entitled to a return on unreturned equity of 10%, which compounded annually. There was a capital
event in 2018 which led to a full return of the Company’s and the other member’s equity in Sandstone. This triggered a change in the distribution-sharing
percentage, which is now effectively 50% for the Company. The Sandstone Manager determines the monthly distributions at their discretion. As of March 31,
2023, the Company still maintains 50% ownership of Sandstone.

Marriott Uptown

On June 8, 2018, the Company, through a subsidiary, initially invested amounts in exchange for which it received an approximately 85% interest in AM
Uptown Hotel, LLC, (“AM Uptown”) which beneficially owns a 255-key upscale hotel (the “Marriott Uptown”) located in Dallas, Texas. AM Uptown
appointed Alamo Manhattan Properties, LLC (“Alamo Manhattan”) as the manager to manage and operate the Marriott Uptown. The management, control and
direction of AM Uptown and its operations, business and affairs is vested exclusively in Alamo Manhattan, which has the right, power, and authority, acting
solely by itself to carry out all the purposes of AM Uptown. The Company does not participate in the management, control, or direction of AM Uptown’s
operations, business, or affairs and has no substantive kickout rights over Alamo Manhattan. Since the Company does not have a controlling financial interest,
it does not consolidate AM Uptown and therefore uses the equity method of accounting. As of March 31, 2023, the Company maintains 60% ownership interest
of AM Uptown due to previous capital events that triggered a change in the distribution-sharing percentage and ownership percentage.

SFR WLIF III

On July 11, 2019, the Company initially invested amounts in exchange for which it received an approximately 20% interest in SFR WLIF III, LLC, an
SPE designed to hold an investment in debt issued to VineBrook Homes Operating Partnership, L.P. (the "VB OP"), an entity that manages single family rental
properties, whose parent is advised by an affiliate of the Adviser. The loan to the VB OP bears interest at 1-month LIBOR plus 155 basis points, matures on
December 1, 2025, and has an outstanding principal balance of $239.2 million. SFR WLIF III, LLC is managed, directly or indirectly, by an affiliate of the
Adviser. As the Company is not the primary beneficiary in this entity, it is accounted for as an equity method investment.
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Tivoli

On March 30, 2022, the Company invested in Las Vegas Land Owner, LLC ("Tivoli"), a joint venture that owns the Tivoli North Property, comprised of
an 8.5-acre tract of land, upon which site Tivoli plans to develop a 300-unit multifamily apartment community directly adjacent to Tivoli Village, a high-end
mixed-use center in Las Vegas, Clark County, Nevada. On August 8, 2022 the joint venture was restructured to a tenants-in-common arrangement (the "TIC").
Post restructure, the Company owns 100% of Tivoli, and Tivoli owns 77% of the underlying land investment. Members of the TIC must unanimously agree on
certain major decisions regarding the underlying investment giving the Company shared control, and as such, the Company accounts for the TIC investment
using the equity method.

Perilune

The Company is a 16.4% member of Perilune Aero Equity Holdings One, LLC ("Perilune"). Perilune is a pooled investment vehicle created to finance,
acquire, lease and/or sell two aircraft through subordinated or other lending arrangements and/or direct or indirect equity investments. Due to the timing of the
receipt of financial statements from Perilune, the Company applies up to a 90 day lag reporting for this investment. In instances where the timing of the receipt
of financial statements exceeds the 90 day window, earnings for the period are estimated. Since Perilune is a partnership-like LLC, and the Company holds
more than an insignificant ownership percentage but is not the primary beneficiary, the investment is accounted for using the equity method.

Claymore and Allenby

The Company owns noncontrolling interests in two LLCs, Claymore and Allenby, created to hold litigation claims. The probability, timing, and potential
amount of recovery, if any, are unknown as of March 31, 2023. Since the Company does not have controlling financial interests in these entities, they are
accounted for as equity method investments.

NexPoint Real Estate Finance Operating Partnership, L.P.

In February 2020, the Company contributed assets to certain subsidiaries of the then-newly formed NexPoint Real Estate Finance Operating Partnership,
L.P. (the "NREF OP"), the operating partnership of a publicly traded mortgage REIT, in exchange for equity in those subsidiaries. The equity in the subsidiaries
owned by the Company, including additional equity received upon receipt of liquidating distributions from other vehicles that contributed to the NREF OP, was
subsequently contributed to the Company's wholly owned subsidiary NexPoint Real Estate Opportunities, LLC ("NREO") and redeemed for limited
partnership units in the NREF OP. The NREF OP is the operating partnership of NexPoint Real Estate Finance, Inc. ("NREF"), a public mortgage REIT
managed by an affiliate of the Adviser. The Company, through NREO, owns approximately 16.1% of the common units of limited partnership of the NREF OP
("NREF OP Units"), and is not considered the primary beneficiary.

NexPoint Real Estate Finance, Inc.

On December 23, 2022, the Company, through NREO, redeemed 2,100,000 NREF OP Units for 2,100,000 shares of common stock of NREF. The
Company, through NREO owns approximately 12.2%, of NREF’s common stock. The Company owns less than 20% of the investee and does not have a
controlling financial interest but has significant influence due to members of the management team serving on the board of the investee, and as such, the
investment qualifies to be accounted for using the equity method. However, management has elected to account for the investment using the fair value option.

VineBrook Homes Operating Partnership, L.P.

On November 1, 2018, the Company through NREO contributed $70.7 million to the VB OP in exchange for limited partnership units. The VB OP is the
operating partnership of VineBrook Homes Trust, Inc. ("VineBrook"), a private single-family rental REIT managed by an affiliate of the Adviser. The Company
owns less than 20% of the investee but has significant influence due to members of the management team serving on the board of VineBrook and as such, the
investment qualifies to be accounted for using the equity method. However, management has elected to account for the investment using the fair value option.
The Company, through NREO, owns approximately 11.5% of the common units of the VB OP as of March  31, 2023 and is not considered the primary
beneficiary.
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NexPoint Storage Partners, Inc.

In November 2020, the Company’s preferred stock investment in Jernigan Capital, Inc. was converted into common shares of NexPoint Storage Partners,
Inc. ("NSP") as part of a transaction where affiliates of the Adviser took Jernigan Capital, Inc. private. NSP is a privately owned self-storage REIT. As of
March 31, 2023, the Company owns 53.0% of the outstanding common stock of NSP. The Company has determined that it is not the primary beneficiary of
NSP. The investment qualifies to be accounted for using the equity method. However, management has elected to account for the investment using the fair
value option.

NexPoint Storage Partners Operating Company, LLC.

On December 8, 2022, the Company, through NREO, contributed all of its interests in the joint ventures (the "SAFStor Ventures") with SAFStor NREA
GP – I, LLC, SAFStor NREA GP – II, LLC and NREA GP – III, LLC to NexPoint Storage Partners Operating Company, LLC (the "NSP OC") in exchange for
47,064 newly created Class B Units of the NSP OC. The NSP OC is the operating company of NSP. As of March 31, 2023, the Company owns approximately
29.7% of the outstanding combined classes of common units of the NSP OC (the “NSP OC Common Units") and is not the primary beneficiary, and as such,
the investment qualifies to be accounted for using the equity method. However, management has elected to account for the investment using the fair value
option.

NexPoint SFR Operating Partnership, L.P.

On June 8, 2022, the Company, directly or through one or more subsidiaries, contributed $25.0 million to the newly formed NexPoint SFR Operating
Partnership, L.P. (the "SFR OP") in exchange for common units of the SFR OP (the “SFR OP Units"). Additionally, on June 8, 2022, the Company, directly or
through one or more subsidiaries, loaned $25.0 million to the SFR OP in exchange for $25.0 million of 7.50% convertible notes of the SFR OP (the “SFR OP
Convertible Notes") that are interest only during the term and mature on June 30, 2027. The SFR OP is a subsidiary of NexPoint Homes Trust, Inc., a single-
family rental REIT managed by an affiliate of the Adviser. Subsequent to June 8, 2022 and through December 31, 2022, the Company, directly or through one
or more subsidiaries, contributed approximately an additional $27.5 million to the SFR OP in exchange for SFR OP Units. Subsequent to June 8, 2022 and
through December 31, 2022, the Company, directly or through one or more subsidiaries, contributed approximately an additional $1.0 million to the SFR OP in
exchange for SFR OP Units through distribution reinvestments. Additionally, subsequent to June 8, 2022 and through December  31, 2022, the Company,
directly or through one or more subsidiaries, loaned an additional $5.0 million to the SFR OP in exchange for $5.0 million of SFR OP Convertible Notes.
Through March 31, 2023, the Company did not loan any additional funds to the SFR OP. As of March 31, 2023, the Company, owns approximately 30.8% of
the outstanding units of SFR OP and does not have a controlling financial interest. The investment qualifies to be accounted for using the equity method.
However, management has elected to account for the investment using the fair value option.

NexPoint Hospitality Trust

As of March  31, 2023, the Company owns 45.4% of the outstanding common stock of NexPoint Hospitality Trust ("NHT") and does not have a
controlling financial interest. The investment qualifies to be accounted for using the equity method. However, management has elected to account for the
investment using the fair value option. NHT is a publicly traded hospitality REIT that owns 10 properties located throughout the United States. NHT is
managed by an affiliate of the Adviser. NHT is listed on the TSX Venture Exchange under the ticker NHT.U.

LLV Holdco, LLC

As of March 31, 2023, the Company owns approximately 26.8% of the series A and B equity units of LLV Holdco, LLC (“LLV”) and does not have a
controlling financial interest. The investment qualifies to be accounted for using the equity method. However, management has elected to account for the
investment using the fair value option. Additionally, the Company owns $12,280,646 par of LLV's senior revolving loan maturing December 31, 2023 and
paying interest at a fixed rate of 5% per annum. LLV specializes in managing real estate assets, which are ultimately sold to both residential and commercial
developers. LLV owns approximately 300 gross acres of undeveloped land, of which 115 acres are developable near Lake Las Vegas in Henderson, Nevada.
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Significant Equity Method Investments

The table below presents the unaudited summary balance sheets for the Company’s significant equity method investments as of March 31, 2023 (dollars
in thousands). NREF, NSP and VineBrook do not prepare standalone financials for their operating companies as all operations and investments are owned
through their operating companies and are consolidated by the corporate entities. As such, only the financial information for NREF, NSP and VineBrook are
presented below.

NREF VineBrook NSP

ASSETS
Investments $ 7,943,558  $ 2,500  $ — 
Real estate assets 59,072  3,566,053  1,297,814 
Cash and cash equivalents 38,830  82,128  9,751 
Other assets 1,106  95,365  173,979 

TOTAL ASSETS 8,042,566  3,746,046  1,481,544 

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities:

Debt 1,275,290  2,622,755  914,999 
Other liabilities 6,294,300  126,974  397,768 

Total Liabilities 7,569,590  2,749,729  1,312,767 

Redeemable noncontrolling interests in the operating company 95,712  467,290  205,114 
Noncontrolling interests in consolidated VIEs —  8,685  4,035 
Total Shareholders' Equity 377,264  520,342  (40,372)

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 8,042,566  $ 3,746,046  $ 1,481,544 

The table below presents the unaudited summary statement of operations for the three months ended March 31, 2023 for the Company’s significant equity
method investments (dollars in thousands).

NREF VineBrook NSP

Revenues
Rental income $ 1,018  $ 84,497  $ 26,877 
Net interest income 3,949  —  809 
Other income —  1,608  1,472 

Total revenues 4,967  86,105  29,158 

Expenses
Total expenses 5,520  120,987  31,833 

Gain (loss) on sales of real estate —  (15,853) — 
Other income (expense) 9,931  (41,662) (34,885)
Unrealized gain (loss) on derivatives —  (9,485) — 

Total comprehensive income (loss) $ 9,378  $ (101,882) $ (37,560)
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9. Fair Value of Derivatives and Financial Instruments

As of March  31, 2023, the Company’s fair valued investments consisted of senior loans, corporate bonds, CLOs, convertible notes, common stocks,
rights, warrants, life settlement contracts, LP interests and LLC interests. The fair value of the Company’s senior loans, bonds, and CLOs are generally based
on quotes received from brokers or independent pricing services. Senior loans, bonds, and CLOs with quotes that are based on actual trades with a sufficient
level of activity on or near the measurement date are classified as Level 2 assets. Senior loans, bonds, and CLOs that are priced using quotes derived from
implied values, indicative bids, or a limited number of actual trades are classified as Level 3 assets because the inputs used by the brokers and pricing services
to derive the values are not readily observable.

The fair value of the Company’s common stocks, rights, and warrants that are not actively traded on national exchanges are generally priced using quotes
derived from implied values, indicative bids, or a limited amount of actual trades and are classified as Level 3 assets because the inputs used by the brokers and
pricing services to derive the values are not readily observable. At the end of each calendar quarter, the Adviser evaluates the Level 2 and 3 assets and liabilities
for changes in liquidity, including but not limited to: whether a broker is willing to execute at the quoted price, the depth and consistency of prices from third
party services, and the existence of contemporaneous, observable trades in the market. Additionally, the Adviser evaluates the Level 1 and 2 assets and
liabilities on a quarterly basis for changes in listings or delistings on national exchanges. Due to the inherent uncertainty of determining the fair value of
investments that do not have a readily available market value, the fair value of the Company’s investments may fluctuate from period to period. Additionally,
the fair value of investments may differ significantly from the values that would have been used had a ready market existed for such investments and may
differ materially from the values the Company may ultimately realize. Further, such investments may be subject to legal and other restrictions on resale or
otherwise be less liquid than publicly traded securities.

The fair value of the Company’s common stocks, exchange-traded funds, other registered investment companies and warrants that are not actively traded
on national exchanges are generally priced using quotes derived from implied values, indicative bids, or a limited amount of actual trades and are classified as
Level 3 assets because the inputs used by the brokers and pricing services to derive the values are not readily observable. The Company’s real estate
investments include equity interests in limited liability companies and equity issued by REITs that invest in commercial real estate. The fair value of real estate
investments that are not actively traded on national exchanges are based on internal models developed by the Adviser. The significant inputs to the models
include cash flow projections for the underlying properties, capitalization rates and appraisals performed by independent valuation firms. These inputs are not
readily observable, and the Company has classified the investments as Level 3 assets. Exchange-traded options are valued based on the last trade price on the
primary exchange on which they trade. If an option does not trade, the mid-price, which is the mean of the bid and ask price, is utilized to value the option.

The fair value of the Company’s convertible notes are categorized as Level 3 assets in the fair value hierarchy. Convertible notes are valued using a
discounted cash flow model using discount rates derived from observable market data applied to the internal rate of return implied by the expected contractual
cash flows.

Upon initial acquisition, the Company’s life settlement contracts are recognized at the transaction price. For each subsequent reporting period, the
investments are measured at fair value by a third-party valuation specialist using a life settlement pricing model and are categorized as Level 3 assets in the fair
value hierarchy. Key assumptions utilized in determining fair value include but are not limited to: (i) life expectancy estimates provided by independent third-
party underwriters based on actuarially developed mortality tables and industry life expectancy reports; (ii) future premium estimates; (iii) rates of return
consistent with those sought by independent purchasers of life policies at the time of purchase; and (iv) offers and/or commitments from purchasers. In
addition, the valuation agent will also consider recent sales as well as offers received for the life policies deemed likely to close in the near future in estimating
fair value.

The assumptions used to value life policies are by nature, inherently uncertain and the effect of changes in estimates may be material. The fair value
measurement used in estimating the present value calculations are derived from valuation techniques that include inputs that are not based on observable
market data. Changes in the fair value of the life settlement contracts are reported as net unrealized gains or losses on the consolidated statement of operations
(Successor Basis). Upon the death of an insured or the sale of a life policy, the Company will recognize the difference between the proceeds received and the
cost of the life policy as a realized gain or loss in the Company's consolidated statement of operations (Successor Basis).
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The inputs or methodology used for valuing securities are not necessarily an indication of the risk associated with investing in those securities. The table
below summarizes the inputs used to value the Company’s assets carried at fair value on a recurring basis as of March 31, 2023 (in thousands):

Fair Value
Cost Basis Level 1 Level 2 Level 3 Total

Assets
Bond $ 17  $ —  $ 21  $ —  $ 21 
CLO 34,958  —  563  6,900  7,463 
Common stock 316,867  45,239  —  228,867  274,106 
Convertible notes 54,802  —  —  51,302  51,302 
Life settlement 64,267  —  —  66,384  66,384 
LLC interest 66,492  —  —  60,128  60,128 
LP interest 322,453  —  76,300  215,129  291,429 
Rights and warrants 3,937  —  3,795  —  3,795 
Senior loan 39,447  —  59  39,553  39,612 

$ 903,240  $ 45,239  $ 80,738  $ 668,263  $ 794,240 
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The table below summarizes the inputs used to value the Company’s assets carried at fair value on a recurring basis as of December 31, 2022 (in
thousands):

Fair Value
Cost Basis Level 1 Level 2 Level 3 Total

Assets
Bond $ 17  $ —  $ 20  $ —  $ 20 
CLO 34,958  —  563  6,412  6,975 
Common stock 325,275  53,872  —  234,667  288,539 
Convertible notes 54,802  —  —  50,828  50,828 
Life settlement 64,267  —  —  67,711  67,711 
LLC interest 66,492  —  —  60,836  60,836 
LP interest 321,026  —  77,370  223,141  300,511 
Rights and warrants 3,947  —  3,794  —  3,794 
Senior loan 43,399  —  66  43,341  43,407 

$ 914,183  $ 53,872  $ 81,813  $ 686,936  $ 822,621 

The table below sets forth a summary of changes in the Company’s Level 3 assets (assets measured at fair value using significant unobservable inputs) for
the three months ended March 31, 2023 (in thousands):

December 31,
2022

Contributions/
Purchases

Paid in-
kind

dividends
Redemptions/
Conversions

Return of
capital

Realized
gain/(loss)

Unrealized
gain/(loss) March 31, 2023

CLO $ 6,412  $ —  $ —  $ —  $ —  $ —  $ 488  $ 6,900 
Common stock 234,667  —  —  —  —  —  (5,800) 228,867 

Convertible notes 50,828  —  —  —  —  —  474  51,302 
Life settlement 67,711  1,266  —  —  —  —  (2,593) 66,384 

LLC interest 60,836  —  —  —  —  —  (708) 60,128 
LP interest 223,141  1,427  —  —  —  —  (9,439) 215,129 

Senior loan 43,341  —  1,008  (4,971) —  11  164  39,553 

Total $ 686,936  $ 2,693  $ 1,008  $ (4,971) $ —  $ 11  $ (17,414) $ 668,263 
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The following is a summary of the significant unobservable inputs used in the fair valuation of assets categorized within Level 3 of the fair value
hierarchy as of March 31, 2023.

Category Valuation Technique
Significant Unobservable

Inputs
Input Value(s)

(Arithmetic Mean) Fair Value

CLO
Discounted Net Asset

Value Discount 70% $ 6,900 

Common Stock Market Approach Unadjusted Price/MHz-PoP $0.09 — $0.95 (0.52%) $ 228,867 
NAV / sh multiple $1.10x — $1.45x $(1.28)x

Discounted Cash Flow Discount Rate 8.63% — 12.00% (9.85)%
Market Rent (per sqft) $16.00 — $58.00 $(37.00)

RevPAR $74.00 — $192.00 $113.00
Capitalization Rates 5.38% — 9.75% (8.67)%

Recent Transaction

Implied Enterprise Value
from Transaction Price

($mm) $841.00
N/A $25.31 — $28.00 $(26.655)

Convertible Notes Discounted Cash Flow Discount Rate 7.00% — 9.25% (8.13)% 51,302 

Life Settlement Discounted Cash Flow Discount Rate 14% 66,384 
Life Expectancy (Months) 12 — 302 63 Months

LLC Interest Discounted Cash Flow Discount Rate 8.75% — 30.00% (19.375)% 60,128 
Market Rent (per sqft) $16 — $58 $(37)

Capitalization Rate 5.375%

LP Interest Discounted Cash Flow Discount Rate 6.40% — 9.10% (7.75)% 215,129 
Capitalization Rate 3.6% — 7.0% (5.3)%

Recent Transaction Price per Share $22.75

Senior Loan Discounted Cash Flow Discount Rate 11.30% — 20.00% (15.65)% $ 39,553 

Total $ 668,263 
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10. Life Settlement Portfolio

The Company owns 100% of the outstanding equity and debt of Specialty Financial Products, Ltd. ("SFP"), an Ireland domiciled private company with
limited liability and a Designated Activity Company. SFP was formed for the purpose of and at the proposal of NexAnnuity Asset Management, L.P.
("NexAnnuity"), an affiliate of the Adviser, entering into acquisitions of U.S. life settlement policies approved by NexAnnuity and funded by the issuance of
debt securities, or the Structured Note purchased by the Company. SFP utilizes proceeds from maturing life settlement contracts to repay the Structured Note
and to further invest in life settlement contracts. As the Company owns the outstanding equity of and Structured Note issued by SFP, the Company consolidates
SFP in its entirety. SFP’s equity and the Structured Note are eliminated during consolidation and the financial assets held by SFP are measured at fair value.

As of March 31, 2023, the Company’s life settlement portfolio consists of the following (dollars in thousands):

Number of
Policies Face Value (Death Benefit) Acquisition Cost Premium Cost Estimated Fair Value

Total Range Total Range Total Range Total Range Total

28 $1,500 -$15,000 $ 142,952  $350 - $3,895 $ 48,132  $0 - $570 $ 4,006  $65 - $6,163 $ 66,384 

Remaining Life Expectancy (in years) Number Face Value Fair Value
0 - 1 —  $ —  $ — 
1 - 2 3 10,351  7,406 
2 - 3 10 49,412  29,685 
3 - 4 3 21,000  10,815 
4 - 5 3 17,100  8,160 

Thereafter 9 45,089  10,318 
Total 28 $ 142,952  $ 66,384 

The premiums to be paid for each of the five succeeding calendar years to keep the life settlement contracts in force as of March 31, 2023, assuming no
maturities occur in that period, are as follows (dollars in thousands):

Year Premiums
2023 4,006 
2024 5,768 
2025 6,291 
2026 7,004 
2027 7,675 

During the three months ended March 31, 2023, the Company did not purchase any policies, had no policies mature, and paid $1.3 million in premiums to
keep the life settlement contracts in force.

11. Shareholders’ Equity

Common Shares

As of March 31, 2023, the Company had 37,171,807 common shares, par value $0.001 per share, issued and outstanding. No shares were issued during
the three months ended March 31, 2023.

During the three months ended March  31, 2023, the Company paid a distribution of $0.15 per share on its common shares on March  31, 2023 to
shareholders of record on March 15, 2023.

32



Table of Contents

Preferred Shares

On January 8, 2021, the Company issued 3,359,593 5.50% Series A Cumulative Preferred Shares, par value $0.001 per share, liquidation preference
$25.00 per share ("Series A Preferred Shares") with an aggregate liquidation preference of approximately $84.0 million. The Series A Preferred Shares were
issued as part of the consideration for an exchange offer for a portion of the Company’s common shares. The Series A Preferred Shares are callable beginning
on December 15, 2023 at a price of $25 per share. The Company may exercise its call option at the Company's discretion. As a result, these are included in
permanent equity.

During the three months ended March 31, 2023, the Company declared distributions on its Series A Preferred Shares in the amount of $0.34375 per share,
which was paid to holders of Series A Preferred Shares on March 31, 2023 to shareholders of record on March 24, 2023.

Dividends on the Series A Preferred Shares are cumulative from their original issue date at the annual rate of 5.5% of the $25 per share liquidation
preference and are payable quarterly on March 31, June 30, September 30, and December 31 of each year, or in each case on the next succeeding business day.

12. Earnings (Loss) Per Share

Basic earnings (loss) per share is computed by dividing net income (loss) attributable to common shareholders by the weighted average number of the
Company’s common shares outstanding. The Company currently does not have any dilutive instruments outstanding.

The following table sets forth the computation of basic and diluted earnings (loss) per share (in thousands, except per share and share amounts):

Three Months Ended March
31,

2023
Numerator for loss per share:

Net loss attributable to common shareholders $ (20,676)

Denominator for loss per share:
Weighted average common shares outstanding 37,171,807

Denominator for basic and diluted loss per share 37,171,807

Loss per weighted average common share:
Basic $ (0.56)
Diluted $ (0.56)

13. Related Party Transactions

Advisory and Administrative Fees

Prior to the Deregistration Date, the Company was party to an investment advisory agreement (the "Former Advisory Agreement") with an affiliate of the
Adviser (the "Former Adviser") pursuant to which the Former Adviser provided investment advisory services to the Company and certain of its subsidiaries.
The Company's contractual fee under the Former Advisory Agreement was an annual fee, payable monthly, in an amount equal to 1.00% an amount (the
"Former Managed Assets”) equal to the total assets of the Company, including any form of investment leverage, minus all accrued expenses incurred in the
normal course of operations, but not excluding any liabilities or obligations attributable to investment leverage obtained through (i) indebtedness of any type
(including, without limitation, borrowing through a credit facility or the issuance of debt securities), (ii) the issuance of preferred stock or other preference
securities, (iii) the
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reinvestment of collateral received for securities loaned in accordance with the Company’s investment objectives and policies, and/or (iv) any other means. The
Former Adviser was permitted to waive a portion of its fees.

Prior to the Deregistration Date, the Company was also party to an administration services agreement (the “Administration Services Agreement”)
pursuant to which the Former Adviser previously performed administrative functions for us in connection with our operation as a closed-end investment
company. For its services, the Former Adviser received an annual fee, payable monthly, in an amount equal to 0.20% of the average weekly value of the Former
Managed Assets.

In connection with the Business Change and effective on the Deregistration Date, the Company terminated its investment advisory agreement and its
administrative services agreement with NexPoint and entered into the Advisory Agreement with the Adviser, a subsidiary of NexPoint. The Company also
terminated the investment advisory agreements between NexPoint and its wholly owned subsidiaries, NREO and NexPoint Real Estate Capital, LLC, effective
on the Deregistration Date. Pursuant to the Advisory Agreement, subject to the overall supervision of our Board, the Adviser manages the day-to-day
operations of the Company, and provides investment management services.

As of March 31, 2023, as consideration for the Adviser’s services under the Advisory Agreement, we pay our Adviser an annual fee (the "Advisory Fee")
of 1.00% of Managed Assets and an annual fee (the "Administrative Fee" and, together with the Advisory Fee, the "Fees") of 0.20% of the Company’s
Managed Assets (defined below). The Advisory Agreement provides that the first portion of the monthly installment of the Advisory Fee shall be paid in cash
up to $1.0 million and the remainder of the monthly installment of the Advisory Fee, if any, shall be paid in common shares of the Company, subject to certain
restrictions related to maintaining the Company’s status as a REIT and compliance with federal securities laws and rules promulgated by the New York Stock
Exchange. In addition, in no event will the common shares issued to the Adviser under the Advisory Agreement exceed five percent of the number of common
shares or five percent of the voting power of the Company outstanding prior to the first such issuance. The number of common shares payable to the Adviser
under the Advisory Agreement as a portion of the Advisory Fee shall equal (i) the total dollar amount of the monthly installment of the Advisory Fee payable
minus the $1.0 million cash portion of the monthly installment of the Advisory Fee divided by (ii) the volume-weighted average price per share for the 10
trading days prior to the end of the month for which the Fees will be paid. The Fees shall be payable independent of the performance of the Company or its
investments. The Advisory Agreement also provides that the Administrative Fee shall be paid in cash.

On April 11, 2023, we entered into an amendment to the Advisory Agreement whereby the monthly installment of the Fees shall be paid in cash unless the
Adviser elects, in its sole discretion, to receive all or a portion of the monthly installment of the Fees in common shares of the Company, subject to certain
restrictions including that in no event shall the common shares issued to the Adviser under the Advisory Agreement exceed five percent of the number of
common shares or five percent of the voting power of the Company outstanding prior to the first such issuance (the “Share Cap”) and that in no event shall the
common shares issued to the Adviser under the Advisory agreement exceed 6,000,000 common shares; provided, however, that the Share Cap will not apply if
the Company’s shareholders have approved issuances in excess of the Share Cap.

Under the Advisory Agreement, “Managed Assets” means an amount equal to the total assets of the Company, including any form of leverage, minus all
accrued expenses incurred in the normal course of operations, but not excluding any liabilities or obligations attributable to leverage obtained through (i)
indebtedness of any type (including, without limitation, borrowing to purchase or develop real estate or other investments, borrowing through a credit facility,
or the issuance of debt securities), (ii) the issuance of preferred shares or other preference securities, (iii) the reinvestment of collateral received for securities
loaned in accordance with the Company’s investment objectives and policies, and/or (iv) any other means. In the event the Company holds collateralized
mortgage-backed securities ("CMBS") where the Company holds the controlling tranche of the securitization and is required to consolidate under GAAP all
assets and liabilities of a specific CMBS trust, the consolidated assets and liabilities of the consolidated trust will be netted to calculate the allowable amount to
be included as Managed Assets. In addition, in the event the Company consolidates another entity it does not wholly own as a result of owning a controlling
interest in such entity or otherwise, Managed Assets will be calculated without giving effect to such consolidation and instead such entity’s assets, leverage,
expenses, liabilities and obligations will, on a pro rata basis consistent with the Company’s percentage ownership, be considered those of the Company for
purposes of calculation of Managed Assets. The Adviser computes Managed Assets as of the end of each fiscal quarter and then computes each installment of
the Fees as promptly as possible after the end of the month with respect to which such installment is payable.
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Reimbursement of Expenses; Expense Cap

The Company is required to pay directly or reimburse the Adviser for all of the documented “operating expenses” (all out-of-pocket expenses of the
Adviser in performing services for us, including but not limited to the expenses incurred by the Adviser in connection with any provision by the Adviser of
legal, accounting, financial, due diligence, investor relations or other services performed by the Adviser that outside professionals or outside consultants would
otherwise perform and our pro rata share of rent, telephone, utilities, office furniture, equipment, machinery or other office, internal and overhead expenses of
the Adviser required for our operations) and any and all expenses (other than underwriters' discounts) paid or to be paid by us in connection with an offering of
our securities, including, without limitation, our legal, accounting, printing, mailing and filing fees and other documented offering expenses (collectively,
"Offering Expenses"), paid or incurred by the Adviser or its affiliates in connection with the services it provides to us pursuant to the Advisory Agreement.
Direct payment of operating expenses by us together with reimbursement of operating expenses to the Adviser, plus compensation expenses relating to equity
awards granted under a long-term incentive plan and all other corporate general and administrative expenses of the Company, including the Fees payable under
the Advisory Agreement, may not exceed 1.5% (the "Expense Cap") of Managed Assets, calculated as of the end of each quarter, for the twelve-month period
following the Company’s receipt of the Deregistration Order; provided, however, that this limitation will not apply to Offering Expenses, legal, accounting,
financial, due diligence and other service fees incurred in connection with extraordinary litigation and mergers and acquisitions or other events outside the
ordinary course of our business or any out-of-pocket acquisition or due diligence expenses incurred in connection with the acquisition or disposition of certain
real estate-related investments; provided, further, in the event the Company consolidates another entity that it does not wholly own as a result of owning a
controlling interest in such entity or otherwise, expenses will be calculated without giving effect to such consolidation and instead such entity’s expenses will,
on a pro rata basis consistent with the Company’s percentage ownership, be considered those of the Company for purposes of calculation of expenses. On
occasion, the Adviser may waive additional fees to the extent assets are invested in certain affiliated investments. The Adviser may, at its discretion and at any
time, waive its right to reimbursement for eligible out-of-pocket expenses paid on the Company’s behalf. Once waived, these expenses are considered
permanently waived and become non-recoupable in the future.

The Advisory Agreement has an initial term of three years that will expire on July 1, 2025, and successive additional one-year terms thereafter unless
earlier terminated. We have the right to terminate the Advisory Agreement on 30 days’ written notice upon the occurrence of a cause event (as defined in the
Advisory Agreement). The Advisory Agreement can be terminated by us or the Adviser without cause upon the expiration of the then-current term with at least
180 days’ written notice to the other party prior to the expiration of s term. The Adviser may also terminate the agreement with 30 days’ written notice if we
have materially breached the agreement and such breach has continued for 30 days before we are given such notice. In addition, the Advisory Agreement will
automatically terminate in the event of Advisers Act Assignment (as defined in the Advisory Agreement) unless we provide written consent. A termination fee
will be payable to the Adviser by us upon termination of the Advisory Agreement for any reason, including non-renewal, other than a termination by us upon
the occurrence of a cause event or due to an Advisers Act Assignment. The termination fee will be equal to three times the Fees earned by the Adviser during
the twelve month period immediately preceding the most recently completed calendar quarter prior to the effective termination date; provided, however, if the
Advisory Agreement is terminated prior to the one year anniversary of the date of the Advisory Agreement, the Fees earned during such period will be
annualized for purposes of calculating the Fees.

For the three months ended March 31, 2023, the Company incurred Administrative Fees and Advisory Fees of $3.6 million, which excludes $0.4 million
in fees that were deferred to comply with the Expense Cap. Should the Fees and expenses and any other items subject to the Expense Cap be less than the 1.5%
limit for the twelve-month period subsequent to the Deregistration Date, some or all of the deferred expenses could be recouped by the Adviser up to the
Expense Cap.

Guaranties of NexPoint Storage Partners, Inc. Debt

On September  14, 2022, the Company entered into guaranties (the “BS Guaranties”) for the benefit of JPMorgan Chase Bank, National Association
(“JPM”) and any additional or subsequent lenders from time to time (collectively, “BS Lender”) under a loan agreement (the "BS Loan Agreement"), pursuant
to which the Company guaranteed certain obligations of the borrowers (“BS Borrower”) under the BS Loan Agreement. The Company, through its ownership
in NSP, owns an indirect interest in BS Borrower and entered into the BS Guaranties as a condition of BS Lender lending to BS Borrower under the BS Loan
Agreement. Pursuant to the BS Guaranties, the Company guaranteed certain carrying obligations, including interest payments, of BS Borrower and certain
recourse obligations of BS Borrower pertaining to exculpation or indemnification of BS Lender. The BS Guaranties also provide that the Company may be
required to repay
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principal amounts upon the occurrence of certain events, including certain action or inaction by BS Borrower, but does not provide for a full guarantee of
repayment in all circumstances. The BS Loan Agreement provides for a single initial advance of the loan in the amount of $221.8 million to BS Borrower on
the closing date, and provides BS Borrower the right to request additional advances in connection with subsequently acquired properties. Amounts outstanding
under the BS Loan Agreement are due and payable on September 9, 2023 which date may, at the option of BS Borrower, be extended for two successive one-
year terms upon the satisfaction of certain terms and conditions. Borrowings outstanding under the BS Loan Agreement are secured by mortgages on real
property owned by one or more of the borrowers comprising BS Borrower and bear interest at the one-month SOFR, subject to a floor of 0.5%, plus an
applicable spread of approximately 4.0% with respect to approximately $184.9 million of initial principal thereunder and approximately 5.4% with respect to
approximately $36.9 million of initial principal thereunder.

In connection with the foregoing, the Company entered into a Sponsor Guaranty Agreement in favor of Extra Space Storage LP ("Extra Space") pursuant
to which the Company and certain affiliates of the Adviser (the "Co-Guarantors") guaranteed obligations of NSP with respect to NSP’s newly created Series D
Preferred Stock and two promissory notes in an aggregate principal amount of approximately $64.2  million issued to Extra Space. The guaranties by the
Company and the Co-Guarantors are capped at $97.6 million, which cap amount will be reduced as the guaranteed obligations of NSP are paid. Each of the
Company and the Co-Guarantors generally guaranteed the foregoing obligations of NSP up to the cap amount on a pro rata basis with respect to its percentage
ownership of NSP’s common stock. The maximum liability of the Company under the guaranties is approximately $83.8  million. The Company has not
recorded a contingent liability due to NSP being current on all debt and preferred dividend payments and in compliance with all debt compliance provisions of
the Sponsor Guaranty Agreement.

Separately, on September 14, 2022, the Company entered into a Guaranty Agreement (Recourse Obligations), dated September 14, 2022 (the “CMBS
Guaranty”) for the benefit of JPM and any additional or subsequent lenders from time to time (collectively, the “CMBS Lender”) under a loan agreement (the
"CMBS Loan Agreement"), by and among the borrowers thereunder (collectively, “CMBS Borrower”) and the CMBS Lender. The Company, through its
ownership in NSP, owns an indirect interest in CMBS Borrower and entered into the CMBS Guaranty as a condition of CMBS Lender lending to CMBS
Borrower under the CMBS Loan Agreement. Pursuant to the CMBS Guaranty, the Company guaranteed certain recourse obligations of CMBS Borrower
pertaining to exculpation or indemnification of CMBS Lender. The CMBS Guaranty also provides that the Company may be required to repay principal
amounts upon the occurrence of certain events, including certain action or inaction by CMBS Borrower, but does not provide for a full guarantee of repayment
in all circumstances. The CMBS Loan Agreement provides for a loan of $356.5 million to CMBS Borrower. Amounts outstanding under the CMBS Loan
Agreement are due and payable on September 9, 2024 which date may, at the option of CMBS Borrower, be extended for three successive one-year terms upon
the satisfaction of certain terms and conditions. Borrowings outstanding under the CMBS Loan Agreement are secured by mortgages on real property owned
by one or more of the borrowers comprising CMBS Borrower and bear interest at one-month SOFR plus a spread of approximately 3.6%, which will increase
by 0.1% upon a second extension of the loan maturity and by an additional approximately 0.15% upon a third extension of the loan maturity.

Subsidiary Investment Management Agreement

SFP is a party to a management agreement (the "SFP IMA") with NexAnnuity pursuant to which NexAnnuity provides investment management services
to SFP. Mr. Dondero serves as President of NexAnnuity, which is indirectly owned by a trust of which Mr. Dondero is the primary beneficiary.

In exchange for its services, the SFP IMA provides that NexAnnuity will receive a management fee (the "SFP Management Fee") paid monthly in an
amount equal to 1.0% of the average weekly value of an amount equal to the total assets of SFP, including any form of leverage, minus all accrued expenses
incurred in the normal course of operations, but not excluding any liabilities or obligations attributable to investment leverage obtained through (i) indebtedness
of any type (including, without limitation, borrowing through a credit facility or the issuance of debt securities), (ii) the issuance of preferred stock or other
preference securities, (iii) the reinvestment of collateral received for securities loaned in accordance with the investment objective, investment guidelines and
policies under the SFP IMA, and/or (iv) any other means, plus any value added tax or any other applicable tax, if any, thereon. NexAnnuity may waive all or a
portion of the SFP Management Fee.
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Other Related Party Transactions

The Company has in the past, and may in the future, utilize the services of affiliated parties. The Company holds multiple operating accounts at NexBank
an affiliate of the Adviser through common beneficial ownership. The Company’s operating properties, other than undeveloped land, are managed by NexVest
Realty Advisors, LLC ("NexVest"), an affiliate of the Adviser. For the three months ended March 31, 2023, the Company through its subsidiaries has paid
approximately $0.1 million in property management fees to NexVest. The property management agreement with NexVest for the retail property in Lubbock,
Texas is dated January 1, 2014 and had a fixed fee of $750 per month. Effective January 1, 2023, the property management agreement was amended and the
property management fee was increased to $1,200 per month. The property management agreement with NexVest for Cityplace Tower is dated August 15,
2018, and the management fee is calculated on 3% of gross revenues, with a minimum fee of $20,000 per month. The property management agreement with
NexVest for the White Rock Center is dated June 1, 2013, and the management fee is calculated on 4% of gross receipts, payable monthly.

The Company is a limited guarantor and an indemnitor on one of NHT's loans with an aggregate principal amount of $77.4 million as of March 31, 2023.
The obligations include a customary environmental indemnity and a so-called "bad boy" guarantee, which is generally only applicable if and when the
borrower directly, or indirectly through an agreement with an affiliate, joint venture partner or other third party, voluntarily files a bankruptcy or similar
liquidation or reorganization action or takes other actions that are fraudulent or improper. The Company has not recorded a contingent liability as NHT is
current on all debt payments and in compliance with all debt compliance provisions.

On March 31, 2022, the Company, through an unconsolidated subsidiary, borrowed approximately $13.5 million from NREF, an entity advised by an
affiliate of the Adviser, to finance its acquisition of a 77.0% interest in Tivoli North Property. The bridge note bore interest at an annual rate equal to the WSJ
Prime Rate plus 1.5% and had a maturity date of October 1, 2022. The Company refinanced this bridge note with PNC Bank, N.A ("PNC Bank") on August 8,
2022. The new loan had a principal amount of $13.5 million, matures on August 7, 2023, and bears interest at an annual rate of daily simple SOFR plus 3.5%.
Proceeds from the note with PNC Bank were used to repay in full the financing provided by NREF on August 9, 2022.

On December 8, 2022, the Company, through NREO, entered into a Contribution Agreement pursuant to which NREO contributed all of its interests in
the SAFStor Ventures with SAFStor NREA GP – I, LLC, SAFStor NREA GP – II, LLC and NREA GP – III, LLC to NSP OC in exchange for approximately
47,064 newly created Class B Units of the NSP OC, representing 14.8% of NSP OC Common Units immediately after NREO’s acquisition of Class B Units.
The NSP OC is the operating company of NSP, of which the Company owns approximately 86,369 shares, or 53.0%, of the outstanding common stock as of
March  31, 2023. In connection with the foregoing, the NSP OC acquired all of the other interests in the SAFStor Ventures from affiliates of the Adviser
following which they were wholly owned by a subsidiary of the NSP OC. The SAFStor Ventures are invested, through subsidiaries, in various self-storage real
estate development projects primarily located on the East Coast of the United States. As of March 31, 2023, the Company owns approximately 47,064 units, or
29.7%, of the outstanding NSP OC Common Units.

On December 23, 2022, the Company, through NREO, redeemed 2,100,000 NREF OP Units for 2,100,000 shares of common stock of NREF. The NREF
OP is the operating partnership of NREF, a publicly traded mortgage REIT managed by an affiliate of the Adviser.
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Related Party Investments

The Company, from time to time, may invest in entities managed by affiliates of the Adviser. For the three months ended and as of March 31, 2023, the
Company has the following investments in entities managed or advised by, or directly or indirectly owned by entities managed or advised by, affiliates of the
Adviser (in thousands).

Related Party Investment
Fair

Value

Change in
Unrealized
Gain/(Loss)

Realized
Gain/(Loss)

Interest and
Dividends Total Income

SFR WLIF III, LLC LLC Units $ 7,289  $ 213  $ —  $ —  $ 213 
NexPoint Residential Trust,
Inc. Common Stock 3,875  13  —  37  50 
NexPoint Hospitality Trust Common Stock 22,935  (4,750) —  —  (4,750)
NexPoint Hospitality Trust Convertible Notes 21,677  198  —  62  260 
NexPoint Storage Partners,
Inc. Common Stock 103,194  (501) —  —  (501)
NexPoint Storage Partners
Operating Company, LLC LLC Units 56,232  (273) —  —  (273)
NexPoint SFR Operating
Partnership, L.P. Partnership Units 48,666  (4,813) —  602  (4,211)
NexPoint SFR Operating
Partnership, L.P. Convertible Notes 29,625  275  —  563  838 
Claymore Holdings, LLC LLC Units —  —  —  —  — 
Allenby, LLC LLC Units —  —  —  —  — 
NexPoint Real Estate Finance
Operating Partnership, L.P. Partnership Units 76,299  (1,071) —  2,921  1,850 
NexPoint Real Estate
Finance, Inc. Common Stock 32,907  (462) —  1,439  —  977 
VineBrook Homes Operating
Partnership, L.P. Partnership Units 166,463  (4,625) —  1,427  —  (3,198)
Total $ 569,162  $ (15,796) $ —  $7,051 $ (8,745)
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14. Commitments and Contingencies

Commitments

On December 8, 2022 and in connection with a restructuring of NSP, the Company, together with the Co-Guarantors, as guarantors, entered into a
Sponsor Guaranty Agreement in favor of Extra Space pursuant to which the Company and the Co-Guarantors guaranteed obligations of NSP with respect to
NSP’s newly created Series D Preferred Stock and two promissory notes in an aggregate principal amount of approximately $64.2 million issued to Extra
Space. The guaranties by the Company and the Co-Guarantors are capped at $97.6 million, which cap amount will be reduced as the guaranteed obligations of
NSP are paid. Each of the Company and the Co-Guarantors generally guaranteed the foregoing obligations of NSP up to the cap amount on a pro rata basis
with respect to its percentage ownership of NSP’s common stock. The maximum liability of the Company under the guaranties is approximately $83.8 million.
As of March 31, 2023, the Company owns approximately 53.0% of the total outstanding shares of common stock of NSP. NSP is current on all debt and
dividend payments and in compliance with all debt compliance provisions. See Note 13 for additional information.

The Company is a limited guarantor and an indemnitor on one of NHT's loans with an aggregate principal amount of $77.4 million outstanding, as of
March 31, 2023. The obligations include a customary environmental indemnity and a so-called "bad boy" guarantee, which is generally only applicable if and
when the borrower directly, or indirectly through an agreement with an affiliate, joint venture partner or other third party, voluntarily files a bankruptcy or
similar liquidation or reorganization action or takes other actions that are fraudulent or improper. The Company has not recorded a contingent liability as NHT
is current on all debt payments and in compliance with all debt compliance provisions.

Contingencies

In the normal course of business, the Company is subject to claims, lawsuits, and legal proceedings. While it is not possible to ascertain the ultimate
outcome of all such matters, management believes that the aggregate amount of such liabilities, if any, in excess of amounts provided or covered by insurance,
will not have a material adverse effect on the consolidated balance sheets or consolidated statements of operations and comprehensive income (loss) of the
Company. The Company is not involved in any material litigation nor, to management’s knowledge, is any material litigation currently threatened against the
Company or its properties or subsidiaries.

Environmental liabilities could have a material adverse effect on the Company’s business, assets, cash flows or results of operations. As of March 31,
2023, the Company was not aware of any environmental liabilities. There can be no assurance that material environmental liabilities do not exist.

Claymore and Allenby are engaged in ongoing litigation that could result in a possible gain contingency to the Company. The probability, timing, and
potential amount of recovery, if any, are unknown.

15. Operating Leases

Lessor Accounting

We generate the majority of our revenue by leasing our operating properties to customers under operating lease agreements. The manner in which we
recognize these transactions in our financial statements is described in the Income Recognition section of Footnote 2 to these consolidated financial statements.

The following table summarizes the future minimum lease payments to the Company as the lessor under the operating lease obligations at March 31,
2023 (in thousands). These amounts do not reflect future rental revenues from renewal or replacement of existing leases. Reimbursements of operating
expenses and variable rent increases are excluded from the table below.
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Year: Operating Leases
2023 $7,369
2024 6,398
2025 6,089
2026 4,773
2027 3,959
Thereafter 3,308
Total $31,896

The following table lists the tenants where the rental revenue from the tenants during the period presented represented 10% or more of total rental income
in the Company’s consolidated statements of operations (in thousands):

Three Months Ended March 31, 2023
Tenant Rental Income
Hudson Advisors, LLC $712

16. Subsequent Events

Dividends Declared

On April 24, 2023, the Board approved a quarterly dividend of $0.15 per common share, payable on June 30, 2023 to shareholders of record on June 15,
2023. Also on April 24, 2023, the Board approved a quarterly dividend of $0.34375 per Series A Preferred Share, payable on June 30, 2023 to shareholders of
record on June 23, 2023.

Second Amendment to the Advisory Agreement

On April 11, 2023, the Company entered into the Advisory Agreement whereby the monthly installment of the Fees shall be paid in cash unless the
Adviser elects, in its sole discretion, to receive all or a portion of the monthly installment of the Fees in common shares of the Company, subject to certain
restrictions including that in no event shall the common shares issued to the Adviser under the Advisory Agreement exceed the Share Cap and that in no event
shall the common shares issued to the Adviser under the Advisory Agreement exceed 6,000,000 common shares; provided, however, that the Share Cap will not
apply if the Company’s shareholders have approved issuances in excess of the Share Cap.

Cityplace Debt Extension

On May 8, 2023, the Company, CP Tower Owner, LLC (“CP Tower”), CP Land Owner, LLC (“CP Land”), CP Equity Owner, LLC, CP Equity Land
Owner, LLC, NexPoint Real Estate Partners, LLC (“NexPoint Real Estate Partners”), Delphi CRE Funding LLC, ACORE Credit IV REIT II SPV, LLC,
ACORE Credit IV (Offshore) SPV II, LLC and ACORE Capital Mortgage, LP entered into the Limited Consent and Eleventh Omnibus Amendment
Agreement (the “Amendment Agreement”), amending the Loan Agreement, pursuant to which the lenders party thereto made a loan in an original principal
amount of $153.7  million to CP Tower and CP Land secured by a mortgage interest in Cityplace Tower in Dallas, Texas. Prior to the execution of the
Amendment Agreement, the maturity date for borrowings under the Loan Agreement was May 8, 2023. The Amendment Agreement defers the maturity date to
September 8, 2023.

CP Tower is an indirect wholly owned subsidiary of the Company, and CP Land is an indirect wholly owned subsidiary of NexPoint Real Estate Partners.
The Company is a limited guarantor for borrowings under the Loan Agreement and its Adviser is an affiliate of NexPoint Real Estate Partners, which is also a
limited guarantor for borrowings under the Loan Agreement.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following is a discussion and analysis of our financial condition and our historical results of operations. The following should be read in conjunction
with our financial statements and accompanying notes included herein. This discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those projected, forecasted, or expected in these forward-looking statements as a result of various
factors, including, but not limited to, those discussed below and elsewhere in this quarterly report. See “Cautionary Statement Regarding Forward-Looking
Statements” in this report.

Overview

As of March 31, 2023, our Portfolio consisted primarily of debt and equity investments in the single-family rental, self-storage, office, hospitality, life
science and multifamily sectors. Substantially all of our business is conducted through the OP. The OP GP is the sole general partner of the OP and is owned
100% by the Company. As of March 31, 2023, there were 2,000 OP Units outstanding, of which 100% were owned by us.

On July 1, 2022, or the Deregistration Date, the SEC issued the Deregistration Order pursuant to Section 8(f) of the Investment Company Act declaring
that the Company has ceased to be an investment company under the Investment Company Act. The issuance of the Deregistration Order enabled the Company
to proceed with full implementation the Business Change. As a result of the Business Change, we have not provided a comparison of our financial statements
to prior periods in which we were operating as a registered investment company because it would not be useful to our shareholders.

As a diversified REIT, the Company’s primary investment objective is to provide both current income and capital appreciation. The Company seeks to
achieve this objective through the Business Change. Target underlying property types primarily include, but are not limited to, single-family rentals,
multifamily, self-storage, life science, office, industrial, hospitality, net lease and retail. The Company may, to a limited extent, hold, acquire or transact in
certain non-real estate securities. We are externally managed by the Adviser through the Advisory Agreement, by and among the Company and the Adviser. The
Advisory Agreement was dated July 1, 2022, and amended on October 25, 2022 and April 11, 2023, for an initial three-year term that will expire on July 1,
2025 and successive one-year terms thereafter unless earlier terminated. The Adviser is wholly owned by our Sponsor.

We have elected to be taxed as a REIT under Sections 856 through 860 of the Code. To qualify as a REIT, we must meet a number of organizational and
operational requirements, including a requirement that we distribute at least 90% of our REIT taxable income to our shareholders. As a REIT, we will be
subject to federal income tax on our undistributed REIT taxable income and net capital gain and to a 4% nondeductible excise tax on any amount by which
distributions we pay with respect to any calendar year are less than the sum of (1) 85% of our ordinary income, (2) 95% of our capital gain net income and (3)
100% of our undistributed income from prior years. We believe we qualify for taxation as a REIT under the Code, and we intend to continue to operate in such
a manner, but no assurance can be given that we will operate in a manner so as to qualify as a REIT. Taxable income from certain non-REIT activities is
managed through one or more TRS entities and are subject to applicable federal, state, and local income and margin taxes.

On October 15, 2021, Marc S. Kirschner, as litigation trustee of a litigation subtrust formed in connection with the bankruptcy proceedings of Highland, a
former affiliate of our Sponsor, filed a lawsuit (the “Bankruptcy Trust Lawsuit”) against various persons and entities, including our Sponsor and James
Dondero. In addition, on February 8, 2023, UBS Securities and its affiliate (collectively “UBS”) filed a lawsuit in the Supreme Court of the State of New York,
County of New York against Mr. Dondero and a number of entities currently or previously affiliated with Mr. Dondero, seeking to collect on $1.3 billion in
judgments UBS obtained against entities that were managed indirectly by Highland (the “UBS Lawsuit”). Neither the Bankruptcy Trust Lawsuit nor the UBS
Lawsuit include claims related to our business or our assets. Our Sponsor and Mr. Dondero have informed us they believe the Bankruptcy Trust Lawsuit has no
merit and Mr. Dondero has informed us he believes the UBS Lawsuit has no merit; we have been advised that the defendants named in each of the lawsuits
intend to vigorously defend against the claims. We do not expect the Bankruptcy Trust Lawsuit or the UBS Lawsuit will have a material effect on our business,
results of operations or financial condition.

Macroeconomic trends, including increases in inflation and rising interest rates, may adversely impact our business, financial condition and results of
operations. Inflation in the United States has recently accelerated and is currently expected to continue at an elevated level in the near-term. Rising inflation
could have an adverse impact on our operating expenses and our floating rate mortgages and credit facilities, as these costs could increase at a rate higher than
our rental
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and other revenue. There is no guarantee we will be able to mitigate the impact of rising inflation. The Federal Reserve has raised interest rates to combat
inflation and restore price stability. In addition, to the extent our exposure to increases in interest rates on any of our debt is not eliminated through interest rate
swaps and interest rate protection agreements, such increases will result in higher debt service costs which will adversely affect our cash flows. We cannot
make assurances that our access to capital and other sources of funding will not become constrained, which could adversely affect the availability and terms of
future borrowings, renewals or refinancings. Such future constraints could increase our borrowing costs, which would make it more difficult or expensive to
obtain additional financing or refinance existing obligations and commitments, which could slow or deter future growth.

Components of Our Revenues and Expenses

Revenues

Rental income. Our rental income is primarily attributable to the rental revenue from our investment in Cityplace Tower, a 42-story, 1.35 million-square-
foot, trophy office building acquired in 2018 as well as rental income from two retail properties. Our rental income also includes utility reimbursements, late
fees, common area maintenance reimbursements, and other rental fees charged to tenants.

Interest income. Interest income includes interest earned from our debt investments.

Dividend income. Dividend income includes dividends from our equity investments.

Other income. Other income includes ancillary income earned from tenants such as non-refundable fees, parking fees, and other miscellaneous fees
charged to tenants and income items.

Expenses

Property operating expenses. Property operating expenses include property maintenance costs, salary and employee benefit costs, utilities, casualty-
related expenses and recoveries and other property operating costs of property owned directly or indirectly by us.

Property management fees. Property management fees include fees paid to NexVest, our property manager, for managing each property directly or
indirectly owned by us (see Note 13 to our unaudited consolidated financial statements).

Real estate taxes and insurance. Real estate taxes include the property taxes assessed by local and state authorities depending on the location of each
property owned directly or indirectly by us. Insurance includes the cost of commercial, general liability, and other needed insurance for each property owned
directly or indirectly by us.

Advisory and administrative fees. Advisory and administrative fees include the fees paid to our Adviser pursuant to the Advisory Agreement (see Note 13
to our unaudited consolidated financial statements).

Property general and administrative expenses. Property general and administrative expenses include the costs of marketing, professional fees, general
office supplies, and other administrative related costs of each property owned directly or indirectly by us.

Corporate general and administrative expenses. Corporate general and administrative expenses include, but are not limited to, audit fees, legal fees,
listing fees, board of trustee fees, investor relations costs and payments of reimbursements to our Adviser for operating expenses. Corporate general and
administrative expenses and the Advisory Fees and Administrative Fees paid to our Adviser will not exceed the Expense Cap for the 12 months subsequent to
the Deregistration Date, calculated in accordance with the Advisory Agreement. The Expense Cap does not limit the reimbursement by us of expenses related
to securities offerings paid by our Adviser. The Expense Cap also does not apply to legal, accounting, financial, due diligence, and other service fees incurred
in connection with mergers and acquisitions, extraordinary litigation, or other events outside our ordinary course of business or any out-of-pocket acquisition or
due diligence expenses incurred in connection with the acquisition or disposition of real estate assets. Additionally, in the sole discretion of the Adviser, the
Adviser may elect to waive reimbursement for eligible out-of-pocket expenses paid on the Company’s behalf. Once waived, such expenses are considered
permanently waived and become non-recoupable in the future.

42



Table of Contents

Conversion expense - Conversion expenses include the costs of the Business Change in conjunction with the Deregistration Order, which primarily
include legal fees and other fees incurred in preparation for or as a direct result of the conversion. These conversion expenses are included in the consolidated
statement of operations and comprehensive income (loss) as conversion expenses.

Depreciation and amortization. Depreciation and amortization costs primarily include depreciation of our real properties and amortization of acquired in-
place leases on property owned directly or indirectly by us.

Other Income and Expense

Interest Expense. Interest expense primarily includes the cost of interest expense on debt, the amortization of deferred financing costs, if any, and the
related impact of interest rate derivatives, if any, used to manage our interest rate risk.

Equity in Earnings (Losses) of Unconsolidated Ventures. Equity in earnings (losses) of unconsolidated ventures represents the change in our basis in
equity method investments resulting from our share of the investments’ income and expenses. Profit and loss from equity method investments for which we’ve
elected the fair value option are classified in divided income, change in unrealized gains and realized gains as applicable.

Income Tax Expense. Income tax expense is primarily derived from taxable gains from asset sales and other income earned from investments held in our
TRSs.

Unrealized Gain (Loss) on Investments. Unrealized gains and losses represent changes in fair value for equity method investments, CLO equity
investments, bonds, common stock, convertible notes, LLC interests, LP interests, rights and warrants, and senior loans for which the fair value option has been
elected.

Realized Gain (Loss) on Investments. The Company recognizes the excess, or deficiency, of net proceeds received, less the carrying value of such
investments, as realized gains or losses, respectively. The Company reverses cumulative, unrealized gains or losses previously reported in its Consolidated
Statements of Operations on both the Successor and Predecessor basis with respect to the investment sold at the time of the sale.

Real Estate Investments Statistics

As of March 31, 2023, the Company was invested in two retail properties and one office and hospitality property (excluding investments in undeveloped
land), as listed below:

Average Effective
Monthly

Occupied Rent Per
Square Foot

*(1) as of % Occupied *(2) as of

Property Name

Rentable Square
Footage*

(in thousands) Property Type
Date

Acquired
March 31,

2023
March 31,

2023
White Rock Center 82,793  Retail 6/13/2013 $ 1.50  66.5 %
5916 W Loop 289 30,140  Retail 7/23/2013 $ 0.40  100.0 %

Cityplace Tower 1,353,087 
Office &
Hospitality (3) 8/15/2018 $ 2.10  56.4 %

1,466,020 

*    Information is unaudited.

(1) Average effective monthly occupied rent per square foot is equal to the average of the contractual rent for commenced leases as of March 31, 2023,
minus any tenant concessions over the term of the lease, divided by the occupied square footage of commenced leases as of March 31, 2023.

(2) Percent occupied is calculated as the rentable square footage occupied as of March 31, 2023, divided by the total rentable square footage, expressed
as a percentage.
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(3) Cityplace is currently under development and the Company is converting part of the property into a hotel, which was still under construction as of
March 31, 2023.

Results of Operations for the Three Months Ended March 31, 2023 and December 31, 2022

The following table sets forth a summary of our operating results for the three months ended March 31, 2023 and December 31, 2022 (in thousands):
For the Three Months Ended

March 31,
For the Three Months Ended

December 31,
2023 2022

Total revenues $14,866 $14,367
Total expenses (12,538) (11,638)
Operating income 2,328  2,729 
Interest expense (3,462) (3,218)
Equity in losses of unconsolidated ventures (76) (676)
Income tax expense (806) (2,459)
Change in unrealized losses (18,640) (13,793)
Realized loss 1,135  (5,169)
Net loss (19,521) (22,586)
Net income attributable to preferred shareholders (1,155) (1,155)

Net loss attributable to common shareholders $ (20,676) $ (23,741)

The change in our net loss for the three months ended March  31, 2023 as compared to the net loss for the three months ended December 31, 2022
primarily relates to mark-to-market losses on our investments accounted for at fair value partially offset by interest and dividends.

Revenues

Rental income. Rental income was $4.7  million for the three months ended March  31, 2023 compared to $5.5  million for the three months ended
December 31, 2022, which was a decrease of $0.7 million. The decrease between the periods was primarily due to a decrease in lease cancellations and buy
outs. Rental income primarily consists of lease revenue from our investment in Cityplace Tower.

Interest and dividends. Interest and dividends totaled $10.1 million for the three months ended March 31, 2023 compared to $8.9 million for the three
months ended December 31, 2022, which was an increase of $1.2 million. The increase between periods was primarily due to an increase in CLO proceeds.

Other income. Other income was approximately $9.0  thousand for the three months ended March 31, 2023, compared to $14.0  thousand for the three
months ended December 31, 2022, which was a decrease of $5.0 thousand. The decreases between periods was primarily due to a decrease in parking fees.

Expenses

Property operating expenses. Property operating expenses were $1.5 million for the three months ended March 31, 2023 compared to $1.9 million for the
three months ended December 31, 2022, which was a decrease of $0.4 million. The decrease between periods was primarily due to a decrease in repair and
maintenance expenses. Property operating expenses consist primarily of expenses from our investment in Cityplace Tower.

Property management fees. Property management fees were $0.2 million for the three months ended March 31, 2023 compared to $0.1 million for the
three months ended December 31, 2022, which was an increase of $41.0 thousand. The increase between periods was primarily due to an increase in property
management fees at 5916 W Loop 289. Property management fees are primarily based on gross revenues derived primarily from our investment in Cityplace
Tower.
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Real estate taxes and insurance. Real estate taxes and insurance costs were $1.4  million for the three months ended March  31, 2023 compared to
$1.2 million for the three months ended December 31, 2022, which was an increase of $0.2 million. The increase between periods was primarily due to an
increase in property taxes at Cityplace Tower. Real estate taxes and insurance expenses consist primarily of expenses from our investment in Cityplace Tower.

Advisory and administrative fees. For the three months ended March  31, 2023, the Company incurred Administrative Fees and Advisory Fees of
$3.6 million, which excludes $0.4 million in fees that were deferred to comply with the Expense Cap compared to $2.6 million for the three months ended
December 31, 2022, which excludes $1.1 million in fees that were deferred to comply with the Expense Cap which was an increase of $1.0  million. The
increase in periods was primarily due to a decrease in fees that were required to be deferred to comply with the Expense Cap. Should the Company’s Fees and
expenses subject to the Expense Cap be less than the 1.5% limit for the twelve month period subsequent to the Deregistration Date, some or all of the deferred
expenses could be recouped by the Adviser up to the Expense Cap.

Property general and administrative expenses. Property general and administrative expenses were $0.7 million for the three months ended March 31,
2023 compared to $(0.6) million for the three months ended December 31, 2022, which was an increase of $1.3 million. The increase between the periods was
primarily due to a write-off of a related party payable at December 31, 2022. Property general and administrative expenses consist primarily of expenses from
our investment in Cityplace Tower.

Corporate general and administrative expenses. Corporate general and administrative expenses were $1.5 million for the three months ended March 31,
2023 compared to $1.1 million for the three months ended December 31, 2022, which was an increase of $0.4 million. The increase/decrease between periods
was primarily driven by audit fees of $0.5 million.

Conversion expenses. Conversion expenses were $0.2 million for the three months ended March 31, 2023 compared to $1.6 million for the three months
ended December 31, 2022, which was a decrease of $1.4 million. The decrease between periods was primarily driven by a decrease in legal fees and audit
related fees associated to the conversion of the predecessor.

Depreciation and amortization. Depreciation and amortization costs were $3.5  million for the three months ended March  31, 2023 compared to
$3.6 million for the three months ended December 31, 2022, which was a decrease of $0.1 million. The decrease between periods was primarily due to a
decrease in amortization of leases. Depreciation and amortization expenses consist primarily of expenses from our investment in Cityplace Tower. Due to the
Business Change, the fair value of our real estate properties as of July 1, 2022 became the new cost basis for the Company. This change reset the depreciable
basis of our properties as well as caused the recognition of new intangible lease assets.

Other Income and Expense

Interest expense. Interest expense was $3.5 million for the three months ended March 31, 2023 compared to $3.2 million for the three months ended
December 31, 2022, which was an increase of $0.3 million. The increase between periods was primarily due to an increase in interest expense at Cityplace
Tower attributed to an increase in interest rates.

Equity in losses of unconsolidated ventures. Equity in losses of unconsolidated ventures was $0.1 million for the three months ended March 31, 2023
compared to $0.7 million for the three months ended December 31, 2022, which was an increase of $0.6 million. The increase between periods was primarily
driven by amortization of the basis difference on the SAFStor Ventures of approximately $1.0 million for the three months ended December 31, 2022.

Income tax expense. The Company has recorded a current income tax expense of $0.9 million associated with the TRSs for the three months ended
March 31, 2023, compared to $2.5 million for the three months ended December 31, 2022, which was a decrease of $1.7 million. The decrease is largely driven
by income from the Company’s legacy CLO investments and investments in debt instruments not secured by mortgages on real property. The tax expense is
partially offset by the quarterly change in valuation allowance on a deferred tax asset of $0.1 million for a net expense of $0.8 million for the three months
ended March 31, 2023, that is recorded on the Consolidated Statement of Operations.

Change in unrealized losses. Unrealized losses from our investments accounted for at fair value was $18.6 million for the three months ended March 31,
2023 compared to $13.8 million for the three months ended December 31, 2022, which was a decrease of $4.8 million. The decrease is largely driven by mark-
to-market losses on SFR OP Units of $4.8 million, mark-to-market losses on NHT common stock of $4.7 million and losses on VB OP common units of $4.6
million.
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Realized gains (losses). Realized gains were $1.1 million for the three months ended March 31, 2023 compared to $(5.2) million for the three months
ended December 31, 2022, which was an increase of $6.3 million. The increase was primarily driven by a realized loss of $6.8 million on the contribution of
the SAFStor Ventures to the NSP OC.

Non-GAAP Measurements

Net Operating Income and Same Store Net Operating Income

Net Operating Income ("NOI") is a non-GAAP financial measure of performance. NOI is used by investors and our management to evaluate and compare
the performance of our properties to other comparable properties, to determine trends in earnings and to compute the fair value of our properties as NOI is
calculated by adjusting net income (loss) to add back (1) interest expense, (2) Advisory Fees and Administrative Fees, (3) the impact of depreciation and
amortization expenses as well as gains or losses from the sale of operating real estate assets that are included in net income (loss) computed in accordance with
GAAP, (4) corporate general and administrative expenses, (5) income tax expenses, (6) conversion expenses, (7) entity level general and administrative
expenses incurred at the properties that are not reflective of the continuing operations of the properties, (8) non-operating property investment revenue, (9)
realized and change in unrealized gains (losses) generated from non-real estate investments, and (10) equity in income (losses) of unconsolidated equity
method ventures.

The cost of funds is eliminated from net income (loss) because it is specific to our particular financing capabilities and constraints. The cost of funds is
also eliminated because it is dependent on historical interest rates and other costs of capital as well as past decisions made by us regarding the appropriate mix
of capital, which may have changed or may change in the future. Corporate general and administrative expenses, advisory fees and administrative fees,
conversion expenses, and income tax expenses are eliminated because they do not reflect continuing operating costs of the property. Depreciation and
amortization expenses are eliminated because they may not accurately represent the actual change in value in our properties that result from use of the
properties or changes in market conditions. While certain aspects of real property do decline in value over time in a manner that is reasonably captured by
depreciation and amortization, the value of the properties as a whole have historically increased or decreased as a result of changes in overall economic
conditions instead of from actual use of the property or the passage of time. Equity in income (losses) of unconsolidated equity method ventures are eliminated
because they do not reflect continuing operating costs of the property. Gains and losses from the sale of real property vary from property to property and are
affected by market conditions at the time of sale, which will usually change from period to period. Also, expenses that are incurred upon acquisition of a
property do not reflect continuing operating costs of the property owner. These gains and losses can create distortions when comparing one period to another or
when comparing our operating results to the operating results of other real estate companies that have not made similarly timed purchases or sales. Non-
operating property investment revenue and realized and unrealized gains (losses) from non-real estate investments are eliminated as they do not reflect
continuing operating costs of the properties. We believe that eliminating these items from net income (loss) is useful because the resulting measure captures the
actual ongoing revenue generated and actual expenses incurred in operating our properties as well as trends in occupancy rates, rental rates and operating costs.

However, the usefulness of NOI is limited because it excludes corporate general and administrative expenses, interest expense, Advisory Fees and
Administrative Fees, conversion expenses, income tax expenses, depreciation and amortization expense, and gains and losses from the sale of operating real
estate assets that are included in net income (loss) as determined under GAAP, certain property general and administrative expenses that are not reflective of
the continuing operations of the properties, non-operating property investment revenue and realized and change in unrealized gains and losses generated from
non-real estate investments, and equity in income or losses of unconsolidated equity method ventures, all of which are significant economic costs. NOI may fail
to capture significant trends in these components of net income, which further limits its usefulness.

NOI is a measure of the operating performance of our properties but does not measure our performance as a whole. NOI is therefore not a substitute for
net income (loss) as computed in accordance with GAAP. This measure should be analyzed in conjunction with net income (loss) computed in accordance with
GAAP and discussions elsewhere in “—Results of Operations” regarding the components of net income (loss) that are eliminated in the calculation of NOI.

Other companies may use different methods for calculating NOI or similarly entitled measures and, accordingly, our NOI may not be comparable to
similarly entitled measures reported by other companies that do not define the measure exactly as we do.
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We define “Same Store NOI” as NOI for our properties that are comparable between periods and that are stabilized. Please see below for a discussion of
properties included as Same Store (defined below). We view Same Store NOI as an important measure of the operating performance of our properties because
it allows us to compare operating results of properties owned for the entirety of the current and comparable periods and therefore eliminates variations caused
by acquisitions or dispositions from the beginning of the compared period to the end of the current period.

NOI and Same Store NOI for the Three Months Ended March 31, 2023 and December 31, 2022

The following table, reconciles our NOI for the three months ended March 31, 2023 and December 31, 2022 to net loss, the most directly comparable
GAAP financial measure (in thousands):

For the Three Months Ended March 31 For the Three Months Ended December 31

2023 2022

Net loss $ (19,521) $ (22,585)
Adjustments to reconcile net loss to NOI:

Advisory and administrative fees 3,578  2,575 
Corporate general and administrative expenses 1,496  1,142 
Conversion expense 163  1,615 
Income tax expense 806  2,459 
Depreciation and amortization 3,524  3,614 
Interest expense 3,462  3,218 
Property general and administrative expenses (1) —  (824)
Non-operating property investment revenue (10,137) (8,901)
Realized gains (losses) from non-real estate investments (1,135) 5,169 
Change in unrealized gains (losses) from non-real estate
investments 18,640  13,793 
Equity in income (losses) of unconsolidated equity method
ventures 76  676 

NOI $ 952  $ 1,951 
Less Non-Same Store

Revenues $ (4,382) $ (5,074)
Operating expenses 3,644  3,368 

Same Store NOI $ 214  $ 245 

(1) Includes an adjustment to net loss to exclude certain property general and administrative expenses that are not reflective of the continuing
operations of the properties.

Net Operating Income for Our Same Store and Non-Same Store Properties for the Three Months Ended March 31, 2023 and December 31, 2022

There are two properties in our same store pool for the three months ended March 31, 2023 and December 31, 2022 (our "Same Store" properties). Our
Same Store properties exclude the following one property in our Portfolio as of March 31, 2023 and December 31, 2022, because it was not yet stabilized:
Cityplace Tower. Non-Same Store properties include properties not yet stabilized
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The following table reflects the revenues, property operating expenses and NOI for the three months ended March 31, 2023 and December 31, 2022 for
our Same Store and Non-Same Store properties (dollars in thousands):

For the Three Months
Ended March 31

For the Three Months
Ended December 31

2023 2022 $ Change % Change

Revenues
Same Store

Rental income $ 347  $ 393  $ (46) (11.7)%
Same Store revenues 347 393 (46) (11.7)%

Non-Same Store
Rental income 4,373 5,074 (701) (13.8)%
Other income 9 0 9 — %

Non-Same Store revenues 4,382 5,074 (692) (13.6)%
Total revenues 4,729 5,467 (737) (13.5)%

Operating expenses
Same Store

Property operating expenses 24 29 (5) (17.2)%
Real estate taxes and insurance 82 84 (2) (2.4)%
Property management fees 17 18 (1) (5.6)%
Property general and administrative expenses 10 17 (7) (41.2)%

Same Store operating expenses 133 148 (15) (10.1)%
Non-Same Store

Property operating expenses 1,482 1,834 (352) (19.2)%
Real estate taxes and insurance 1,275 1,109 166 15.0 %
Property management fees 153 174 (21) (12.1)%
Property general and administrative expenses 733 251 482 192.0 %

Non-Same Store operating expenses 3,644 3,368 276 8.2 %
Total operating expenses 3,777 3,516 262 7.4 %

NOI
Same Store 214  245  (31) (12.7)%
Non-Same Store 738  1,706  (968) N/M

Total NOI $ 952  $ 1,951  $ (999) N/M

See reconciliation of net loss to NOI above under “NOI and Same Store NOI for the Three Months Ended March 31, 2023 and December 31, 2022.”

Same Store Results of Operations for the Three Months Ended March 31, 2023 and December 31, 2022

As of March 31, 2023, our Same Store properties were approximately 75.4% leased with a weighted average monthly effective occupied rent per square
foot of $1.21. As of December 31, 2022, our Same Store properties were approximately 75.4% leased with a weighted average monthly effective rent per
square foot of $1.21. For our Same Store properties, we
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recorded the following operating results for the three months ended March 31, 2023 as compared to the three months ended December 31, 2022.

Revenues

Rental Income. Rental income was $0.3 million for the three months ended March 31, 2023, compared to $0.4 million for the three months ended
December 31, 2022, which was a decrease of approximately $0.1 million. The majority of this decrease is related to a decrease in occupancy of 1.3% at
Cityplace Tower.

Expenses

Property operating expenses. Property operating expenses were $24.3 thousand for the three months ended March 31, 2023, compared to $28.8 thousand
for the three months ended December 31, 2022, which was a decrease of approximately $4.5 thousand, or approximately 15.6%. The majority of the decrease is
related to a decrease in repair and maintenance costs.

Real estate taxes and insurance. Real estate taxes and insurance costs were $82.0 thousand for the three months ended March 31, 2023, compared to
$84.1 thousand for the three months ended December 31, 2022 which was a decrease of approximately $2.1 thousand, or approximately 2.5%. The majority of
the decrease is related to a decrease in recoverable taxes.

Property management fees. Property management fees were $17.3 thousand for the three months ended March 31, 2023, compared to $17.9 thousand for
the three months ended December 31, 2022 which was a decrease of approximately $0.6 thousand, or approximately 3.4%. The majority of the decrease is
related to a decrease in gross receipts upon which property management fees are calculated.

Property general and administrative expenses. Property general and administrative expenses were $9.7 thousand for the three months ended March 31,
2023, compared to $17.4 thousand for the three months ended December 31, 2022 which was a decrease of $7.7 thousand, or approximately 44.3%. The
majority of the decrease is related to a decrease in miscellaneous legal fees.

FFO and AFFO

We believe that net income (loss), as defined by GAAP, is the most appropriate earnings measure. We also believe that funds from operations (“FFO”), as
defined by the National Association of Real Estate Investment Trusts (“NAREIT”) and adjusted funds from operations (“AFFO”) are important non-GAAP
supplemental measures of operating performance for a REIT.

Since the historical cost accounting convention used for real estate assets requires depreciation except on land, such accounting presentation implies that
the value of real estate assets diminishes predictably over time. However, since real estate values have historically risen or fallen with market and other
conditions, presentations of operating results for a REIT that use historical cost accounting for depreciation could be less informative. Thus, NAREIT created
FFO as a supplemental measure of operating performance for REITs that excludes historical cost depreciation and amortization, among other items, from net
income (loss), as defined by GAAP. FFO is defined by NAREIT as net income (loss) computed in accordance with GAAP, excluding gains or losses from real
estate dispositions, plus real estate depreciation and amortization. We compute FFO attributable to common shareholders in accordance with NAREIT’s
definition.

AFFO makes certain adjustments to FFO in order to arrive at a more refined measure of the operating performance of our Portfolio. There is no industry
standard definition of AFFO and practice is divergent across the industry. AFFO adjusts FFO to remove items such as the amortization of deferred financing
costs incurred in connection with obtaining long-term debt financing, and change in unrealized gains (losses). We believe AFFO is useful to investors as a
supplemental gauge of our operating performance and is useful in comparing our operating performance with other REITs that are not as involved in the
aforementioned activities.

We believe that the use of FFO and AFFO, combined with the required GAAP presentations, improves the understanding of operating results of REITs
among investors and makes comparisons of operating results among such companies more meaningful. While FFO and AFFO are relevant and widely used
measures of operating performance of REITs, they do not represent cash flows from operations or net income (loss) as defined by GAAP and should not be
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considered as an alternative or substitute to those measures in evaluating our liquidity or operating performance. FFO and AFFO do not purport to be indicative
of cash available to fund our future cash requirements. Further, our computation of FFO and AFFO may not be comparable to FFO and AFFO reported by other
REITs that do not define FFO in accordance with the current NAREIT definition or that interpret the current NAREIT definition or define AFFO differently
than we do.

The following table reconciles our calculations of FFO and AFFO to net loss, the most directly comparable GAAP financial measure, for the three months
ended March 31, 2023 and December 31, 2022 (in thousands, except per share amounts):

For the Three Months Ended March 31,
For the Three Months Ended

December 31,

2023 2022

Net loss $(19,521) $(22,586)
Depreciation and amortization 3,524  3,614 
Realized gains (1,135) 5,169 

FFO (17,132) (13,803)
Distributions to preferred shareholders (1,155) (1,155)

FFO attributable to common shareholders (18,287) (14,958)

FFO per share - basic $ (0.49) $ (0.40)

FFO per share - diluted $ (0.49) $ (0.40)

— 
Amortization of deferred financing costs - long term debt (474) (92)
Change in unrealized losses 18,640  13,793 

AFFO attributable to common shareholders (121) (1,257)

AFFO per share - basic $ 0.00  $ (0.03)

AFFO per share - diluted $ 0.00  $ (0.03)

Weighted average common shares outstanding - basic $ 37,172  $ 37,172 

Weighted average common shares outstanding - diluted 37,172  37,172 

Dividends declared per common share $ 0.15  $ 0.15 

FFO Coverage - diluted (1) -3.28x -2.68x
AFFO Coverage - diluted (1) -0.02x -0.23x

Net income (loss) coverage -3.5x -4.05x

(1) Indicates coverage ratio of FFO/AFFO per common share (diluted) over dividends declared per common share during the period.
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The three months ended March 31, 2023 as compared to the three months ended December 31, 2022

FFO was $(17.1) million for the three months ended March 31, 2023 compared to $(13.8) million for the three months ended December 31, 2022, which
was an decrease of approximately $3.3 million. The change in our FFO between the periods primarily relates to a decrease in unrealized losses of $4.3 million.

AFFO was $(121.0) thousand for the three months ended March 31, 2023 compared to $(1.3) million for the three months ended December 31, 2022,
which was an increase of approximately $1.1 million. The change in our AFFO between the periods primarily relates to a decrease in income tax expense of
$1.6 million.

Liquidity and Capital Resources

Our short-term liquidity requirements consist primarily of funds necessary to pay for debt maturities, operating expenses and other expenditures
including:

• capital expenditures to continue the ongoing development of Cityplace Tower;

• interest expense and scheduled principal payments on outstanding indebtedness (see “—Obligations and Commitments” below);

• recurring maintenance necessary to maintain our properties;

• distributions necessary to qualify for taxation as a REIT;

• income taxes for taxable income generated by TRS entities;

• acquisition of additional properties or investments;

• advisory and administrative fees payable to our Adviser;

• general and administrative expenses;

• reimbursements to our Adviser; and

• property management fees.

We expect to meet our short-term liquidity requirements generally through net cash provided by operations and existing cash balances. As of March 31,
2023, we had $10.9 million of cash available to meet our short-term liquidity requirements. As of March 31, 2023, we also had $36.5 million of restricted cash
held in reserve by the lender on the Cityplace debt. These reserves include escrows for property taxes and insurance, reserves for tenant improvements as well
as required excess collateral.

Our long-term liquidity requirements consist primarily of funds necessary to pay for the costs of acquiring additional properties, make additional
accretive investments pursuant to our investment strategy, renovations and other capital expenditures to improve our properties and scheduled debt payments
and distributions. We expect to meet our long-term liquidity requirements through various sources of capital, which may include a revolving credit facility and
future debt or equity issuances, existing working capital, net cash provided by operations, long-term mortgage indebtedness and other secured and unsecured
borrowings, and property and non-real estate asset dispositions. However, there are a number of factors that may have a material adverse effect on our ability to
access these capital sources, including the state of overall equity and credit markets, our degree of leverage, our unencumbered asset base and borrowing
restrictions imposed by lenders (including as a result of any failure to comply with financial covenants in our existing and future indebtedness), general market
conditions for REITs, our operating performance and liquidity, market perceptions about us and restrictions on sales of properties under the Code. The success
of our business strategy will depend, in part, on our ability to access these various capital sources.

In addition to our ongoing renovation of Cityplace, our other properties will require periodic capital expenditures and renovation to remain competitive.
We estimate an additional $190 million to $210 million of capital expenditures to complete the Cityplace renovation. Also, acquisitions, redevelopments, or
expansions of our properties will require
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significant capital outlays. Long-term, we may not be able to fund such capital improvements solely from net cash provided by operations because we must
distribute annually at least 90% of our REIT taxable income, determined without regard to the deductions for dividends paid and excluding net capital gains, to
qualify and maintain our qualification as a REIT, and we are subject to tax on any retained income and gains. As a result, our ability to fund capital
expenditures, acquisitions, or redevelopment through retained earnings long-term is limited. Consequently, we expect to rely heavily upon the availability of
debt or equity capital for these purposes. If we are unable to obtain the necessary capital on favorable terms, or at all, our financial condition, liquidity, results
of operations, and prospects could be materially and adversely affected.

We believe that our available cash, expected operating cash flows, and potential debt or equity financings will provide sufficient funds for our operations,
anticipated scheduled debt service payments and dividend requirements for the twelve-month period following March 31, 2023.

Cash Flows

The following table presents selected data from our consolidated statements of cash flows for the three months ended March 31, 2023 and December 31,
2022 (in thousands):

For the Three Months Ended
March 31

For the Three Months Ended
December 31

2023 2022

Net cash provided by operating activities $505 $3,858
Net cash provided by (used in) investing activities 8,234  (1,244)
Net cash used in financing activities (12,587) (17,663)
Net decrease in cash, cash equivalents and restricted cash (3,848) (15,049)
Cash, cash equivalents and restricted cash, beginning of period 48,649  63,698 

Cash, cash equivalents and restricted cash, end of period $44,801 $48,649

Cash flows from operating activities. During the three months ended March  31, 2023, net cash provided by operating activities was $0.5 million
compared to net cash provided by operating activities of $3.9 million for the three months ended December 31, 2022. The change in cash flows from operating
activities was primarily due to a decrease in mark-to-market assets. Operating cash flows were primarily driven by dividends received from our equity
portfolio.

Cash flows from investing activities. During the three months ended March 31, 2023, net cash provided by investing activities was $8.2 million compared
to net cash used in investing activities of $1.2 million for the three months ended December 31, 2022. The change in cash flows from investing activities was
primarily due to an increase in proceeds from the sale of investments of $13.1 million. Cash flows from investing activities was primarily driven by proceeds
from the sale of several equities for $8.1 million.

Cash flows from financing activities. During the three months ended March 31, 2023, net cash used in financing activities was $12.6 million compared to
net cash used in financing activities of $17.7 million for the three months ended December 31, 2022. The change in cash flows from financing activities was
primarily due to a decrease in prime brokerage borrowing repayments of $6.1 million. Cash flows from financing activities was primarily driven by prime
brokerage borrowings of $6.4 million, offset by credit facility repayments of $3.0 million, prime brokerage repayments of $8.3 million and dividends paid to
common shareholders of $5.6 million.

Debt

Mortgage Debt

As of March  31, 2023, our consolidated subsidiaries had aggregate mortgage debt outstanding to third parties of approximately $144.1 million at a
weighted average interest rate of 7.8%. See Note 7 to our unaudited consolidated financial statements for additional information.

We intend to invest in additional real estate investments as suitable opportunities arise and adequate sources of equity and debt financing are available.
We expect that future investments in properties, including any improvements or renovations of current or newly acquired properties, will depend on and will be
financed by, in whole or in part, our
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existing cash, future borrowings and the proceeds from additional issuances of common shares or other securities or investment and property dispositions.

Although we expect to be subject to restrictions on our ability to incur indebtedness, we expect that we will be able to refinance existing indebtedness or
incur additional indebtedness for acquisitions or other purposes, if needed. However, there can be no assurance that we will be able to refinance our
indebtedness, incur additional indebtedness or access additional sources of capital, such as by issuing common shares or other debt or equity securities, on
terms that are acceptable to us or at all.

Furthermore, following the completion of our renovation and development programs and depending on the interest rate environment at the applicable
time, we may seek to refinance our floating rate debt into longer-term fixed rate debt at lower leverage levels.

Credit Facility

On January 8, 2021, the Company entered into the Credit Facility with Raymond James Bank, N.A. and drew the full balance. As of March 31, 2023, the
Credit Facility, as amended, bore interest at one-month LIBOR plus 3.5% and matures on November 6, 2023. On March 6, 2023, the interest rate on the Credit
Facility increased to one-month LIBOR plus 4.25%. During the three months ended March  31, 2023, the Company paid down $3.0 million on the Credit
Facility. As of March 31, 2023, the Credit Facility had an outstanding balance of $8.0 million. For additional information regarding our Credit Facility, see
Note 6.
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Obligations and Commitments

The following table summarizes our contractual obligations and commitments as of March  31, 2023 for the next five calendar years subsequent to
March 31, 2023.

Payments Due by Period (in thousands)

Total 2023 2024 2025 2026 2027 Thereafter

Property Level Debt
Principal payments $ 157,328  $ 144,078  $ —  $ 13,250  $ —  $ —  $ — 
Interest expense 6,684  4,982  1,063  639  —  —  — 

Total $ 164,012  $ 149,060  $ 1,063  $ 13,889  $ —  $ —  $ — 

Prime Brokerage
Borrowing
Principal payments $ 736  $ —  $ —  $ —  $ —  $ —  $ 736  (1)
Interest expense 195  39  39  39  39  39  —  (1)

Total $ 931  $ 39  $ 39  $ 39  $ 39  $ 39  $ 736 

Preferred Shares
Dividend payments N/A (2) $ 3,465  $ 4,620  $ 4,620  $ 4,620  $ 4,620  N/A (2)

Credit Facility
Principal payments $ 8,000  $ 8,000  $ —  $ —  $ —  $ —  $ — 
Interest expense 435  435  —  —  —  —  — 

Total $ 8,435  $ 8,435  $ —  $ —  $ —  $ —  $ — 

Total contractual
obligations and
commitments $ 173,378  $ 161,000  $ 5,722  $ 18,548  $ 4,659  $ 4,659  $ 736 

(1) Assumes no additional borrowings or repayments. The Prime Brokerage balance has no stated maturity date.
(2) The Series A Preferred Shares are perpetual.

Credit Facility

The Credit Facility will mature on November 6, 2023 and is subject to monthly amortization payments through the maturity date. We believe we will
have adequate liquidity to pay these obligations when they come due.

Cityplace Debt

On November 8, 2022, we received lender consent to defer the maturity of the Cityplace debt to February 8, 2023. On February 8, 2023, the lenders
agreed to defer the maturity of the debt by three months to May 8, 2023 with the possibility to extend for an additional four months to September 8, 2023
provided certain metrics are met. Also on May 8, 2023, the parties to the loan agreement agreed to convert the index upon which the interest rate is based to
one-month SOFR effective as of the first interest period beginning on or after May 8, 2023. The purpose of the deferral was to allow for continued discussions
around refinancing the debt. Management recognizes that finding an alternative source of funding is necessary to repay the debt by the maturity date.
Management believes that there is sufficient time before the maturity date and that the Company has sufficient access to capital to ensure the Company is able
to meet its obligations as they become due.
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Advisory Agreement

As consideration for the Adviser’s services under the Advisory Agreement, we pay our Adviser the Fees, which includes the Advisory Fee equal to 1.00%
of Managed Assets and the Administrative Fee equal to 0.20% of the Company’s Managed Assets. The Advisory Agreement provides that the Fees shall be paid
in cash, unless the Adviser, in its sole discretion, elects to have all or a portion of the monthly installment of the Fees paid in common shares of the Company,
subject to certain restrictions. For additional information, see Notes 14 and 17 to our unaudited consolidated financial statements.

We also generally reimburse our Adviser for operating or offering expenses it incurs on our behalf or in connection with the services it performs for us.
Direct payment of operating expenses by us together with reimbursement of operating expenses to the Adviser, plus compensation expenses relating to equity
awards granted under a long-term incentive plan and all other corporate general and administrative expenses of the Company, including the Fees payable under
the Advisory Agreement, may not exceed the Expense Cap of 1.5% of Managed Assets, calculated as of the end of each quarter, for the twelve-month period
following the Company’s receipt of the Deregistration Order; provided, however, that this limitation will not apply to Offering Expenses, legal, accounting,
financial, due diligence and other service fees incurred in connection with extraordinary litigation and mergers and acquisitions or other events outside the
ordinary course of our business or any out-of-pocket acquisition or due diligence expenses incurred in connection with the acquisition or disposition of certain
real estate-related investments; provided, further, in the event the Company consolidates another entity that it does not wholly own as a result of owning a
controlling interest in such entity or otherwise, expenses will be calculated without giving effect to such consolidation and instead such entity’s expenses will,
on a pro rata basis consistent with the Company’s percentage ownership, be considered those of the Company for purposes of calculation of expenses. The
Adviser may, at its discretion and at any time, waive its right to reimbursement for eligible out-of-pocket expenses paid on the Company’s behalf. Once
waived, these expenses are considered permanently waived and become non-recoupable in the future.

As of March 31, 2023, a total of $1.5 million in Fees to the Adviser have been deferred to comply with the Expense Cap. Should the Company’s Fees and
expenses subject to the Expense Cap be less than the 1.5% limit for the twelve month period subsequent to the Deregistration Date, some or all of the deferred
expenses could be recouped by the Adviser up to the Expense Cap.

Income Taxes

We anticipate that we will continue to qualify to be taxed as a REIT for U.S. federal income tax purposes, and we intend to continue to be organized and
to operate in a manner that will permit us to qualify as a REIT. However, we can give no assurance that we will maintain REIT qualification. To qualify as a
REIT, we must meet certain organizational and operational requirements, including a requirement to distribute at least 90% of our annual “REIT taxable
income”, as defined by the Code, to stockholders. As a REIT, we will be subject to federal income tax on our undistributed REIT taxable income and net capital
gain and to a 4% nondeductible excise tax on any amount by which distributions we pay with respect to any calendar year are less than the sum of (1) 85% of
our ordinary income, (2) 95% of our capital gain net income and (3) 100% of our undistributed income from prior years. Taxable income from certain non-
REIT activities is managed through a TRS and is subject to applicable federal, state, and local income and margin taxes. The Company has recorded a current
income tax expense of $0.9 million associated with the TRSs for the three months ended March  31, 2023, which is largely driven by income from the
Company’s legacy CLO investments and investments in debt instruments not secured by mortgages on real property. The tax expense is partially offset by
removing the quarterly change in valuation allowance on a deferred tax asset of $0.1 million for a net expense of $0.8 million for the three months ended
March 31, 2023, that is recorded on the Consolidated Statement of Operations.

If we fail to qualify as a REIT in any taxable year, we could be subject to U.S. federal income tax on our taxable income at regular corporate income tax
rates, and dividends paid to our shareholders would not be deductible by us in computing taxable income. Any resulting corporate liability could be substantial
and could materially and adversely affect our net income (loss) and net cash available for distribution to stockholders. Unless we were entitled to relief under
certain Code provisions, we also would be disqualified from re-electing to be taxed as a REIT for the four taxable years following the year in which we failed
to qualify to be taxed as a REIT. As of March 31, 2023, we believe we are in compliance with all applicable REIT requirements.

We evaluate the accounting and disclosure of tax positions taken or expected to be taken in the course of preparing our tax returns to determine whether
the tax positions are “more-likely-than-not” (greater than 50% probability) of being

55



Table of Contents

sustained by the applicable tax authority. Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as a tax benefit or expense in
the current year. Our management is required to analyze all open tax years, as defined by the statute of limitations, for all major jurisdictions, which include
federal and certain states. As of March 31, 2023 and to our knowledge, we have no examinations in progress and none are expected at this time.

We recognize our tax positions and evaluate them using a two-step process. First, we determine whether a tax position is more likely than not to be
sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the position. Second, we will
determine the amount of benefit to recognize and record the amount that is more likely than not to be realized upon ultimate settlement.

We had no material unrecognized tax benefit or expense, accrued interest or penalties as of March 31, 2023. We and our subsidiaries are subject to federal
income tax as well as income tax of various state and local jurisdictions. The 2021, 2020 and 2019 tax years remain open to examination by tax jurisdictions to
which our subsidiaries and we are subject. When applicable, we recognize interest and/or penalties related to uncertain tax positions on our consolidated
statements of operations and comprehensive income (loss).

Dividends

We intend to make regular quarterly dividend payments to holders of our common shares. U.S. federal income tax law generally requires that a REIT
distribute annually at least 90% of its REIT taxable income, without regard to the deduction for dividends paid and excluding net capital gains. As a REIT, we
will be subject to federal income tax on our undistributed REIT taxable income and net capital gain and to a 4% nondeductible excise tax on any amount by
which distributions we pay with respect to any calendar year are less than the sum of (1) 85% of our ordinary income, (2) 95% of our capital gain net income
and (3) 100% of our undistributed income from prior years. We intend to make regular quarterly dividend payments of all or substantially all of our taxable
income to holders of our common shares out of assets legally available for this purpose, if and to the extent authorized by our Board. Before we make any
dividend payments, whether for U.S. federal income tax purposes or otherwise, we must first meet both our operating requirements and debt service on our
debt payable. If our cash available for distribution is less than our taxable income, we could be required to sell assets, borrow funds or raise additional capital to
make cash dividends or we may make a portion of the required dividend in the form of a taxable distribution of stock or debt securities.

We will make dividend payments based on our estimate of taxable earnings per common share, but not earnings calculated pursuant to GAAP. Our
dividends and taxable income and GAAP earnings will typically differ due to items such as depreciation and amortization, fair value adjustments, differences in
premium amortization and discount accretion, investments held through our TRSs, book/tax differences on income derived from partnerships, and non-
deductible general and administrative expenses. Our quarterly dividends per share may be substantially different than our quarterly taxable earnings and GAAP
earnings per share. Our Board declared a dividend on our common shares of $0.15 per share which was paid on March 31, 2023 to shareholders of record on
March 15, 2023. Our Board declared a dividend on our Series A Preferred Shares of $0.34375 per share which was paid on March 31, 2023 to shareholders of
record on March 24, 2023. We expect that dividends on our common shares, when, if and as declared by our Board, will be declared on a quarterly basis.

Off-Balance Sheet Arrangements

As of March 31, 2023, we had the following off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.

Commitments

The Company is the guarantor on three secured loans to, and dividend payments with respect to Series D Preferred Stock of NSP, an affiliate of the
Adviser, with the secured loans having an aggregate principal amount of approximately $662.1 million outstanding as of March 31, 2023. NSP is current on all
debt and dividend payments and in compliance with all debt compliance provisions. See Note 13 for additional information.

The Company is a limited guarantor and an indemnitor on one of NHT's loans with an aggregate principal amount of $77.4 million as of March 31, 2023.
The obligations include a customary environmental indemnity and a so-called "bad boy" guarantee, which is generally only applicable if and when the
borrower directly, or indirectly through an agreement
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with an affiliate, joint venture partner or other third party, voluntarily files a bankruptcy or similar liquidation or reorganization action or takes other actions
that are fraudulent or improper. NHT is current on all debt payments and in compliance with all debt compliance provisions.

Critical Accounting Policies and Estimates

During the three months ended March 31, 2023, there have been no material changes in our critical accounting policies and estimates from those
disclosed in our Annual Report on Form 10-K filed with the SEC on March 31, 2023.

Inflation

The real estate market has not been directly affected by inflation in the past several years due to increases in rents nationwide. Our lease terms are
generally for a period of one year or more and rental rates reset to market if renewed. The majority of our leases also contain protection provisions applicable to
reimbursement billings for utilities.

Inflation may also affect the overall cost of debt, as the implied cost of capital increases. The Federal Reserve has recently started raising interest rates to
combat inflation and restore price stability and is expected to continue to raising interest rates in response to or in anticipation of continued inflation concerns.
We intend to mitigate these risks through long-term fixed interest rate loans and interest rate hedges.

REIT Tax Election

We have elected to be taxed as a REIT under Sections 856 through 860 of the Code. To qualify as a REIT, we must meet a number of organizational and
operational requirements, including a requirement that we distribute at least 90% of our “REIT taxable income,” as defined by the Code, to our shareholders.
Taxable income from certain non-REIT activities are managed through one or more TRS entities and is subject to applicable federal, state, and local income
and margin taxes. The Company has recorded a current income tax expense of $0.9 million associated with the TRSs for the three months ended March 31,
2023, which is largely driven by income from the Company’s legacy CLO investments and investments in debt investments not secured by mortgages on real
property. The tax expense is partially offset by the quarterly change in the valuation allowance on a deferred tax asset of $0.1 million for a net expense of $0.8
million for the three months ended March 31, 2023, that is recorded on the Consolidated Statement of Operations. We believe we qualify for taxation as a REIT
under the Code, and we intend to continue to operate in such a manner, but no assurance can be given that we will operate in a manner so as to qualify as a
REIT.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Not required for smaller reporting companies.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(b) under the Exchange Act, our management, including our President and Chief Financial Officer,
evaluated, as of March 31, 2023, the effectiveness of our disclosure controls and procedures as defined in Exchange Act Rule 13a-15(e) and Rule 15d-15(e).
Based on that evaluation, our President and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of March 31, 2023,
to provide reasonable assurance that information required to be disclosed by us in reports filed or submitted under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified by the rules and forms of the Exchange Act and is accumulated and communicated to management,
including the President and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosures.

We believe, however, that a controls system, no matter how well designed and operated, cannot provide absolute assurance that the objectives of the
controls systems are met, and no evaluation of controls can provide absolute assurance that all control issues and instances of fraud or error, if any, within a
company have been detected.
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Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange
Act) that occurred during the quarter ended March 31, 2023 that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are party to legal proceedings that arise in the ordinary course of our business. Management is not aware of any legal proceedings
of which the outcome is reasonably likely to have a material adverse effect on our results of operations or financial condition, nor are we aware of any such
legal proceedings contemplated by government agencies.

Item 1A. Risk Factors

There have been no material changes to the risk factors previously disclosed under Part I, Item 1A, “Risk Factors” in our Annual Report on Form 10-K
filed with the SEC on March 31, 2023.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.

Item 5. Other Information

Cityplace Debt Extension

On May 8, 2023, the Company, CP Tower, CP Land, CP Equity Owner, LLC, CP Equity Land Owner, LLC, NexPoint Real Estate Partners, Delphi CRE
Funding LLC, ACORE Credit IV REIT II SPV, LLC, ACORE Credit IV (Offshore) SPV II, LLC and ACORE Capital Mortgage, LP entered into the
Amendment Agreement, amending the Loan Agreement pursuant to which the lenders party thereto made a loan in an original principal amount of $153.7
million to CP Tower and CP Land secured by a mortgage interest in Cityplace Tower in Dallas, Texas. Prior to the execution of the Amendment Agreement, the
maturity date for borrowings under the Loan Agreement was May 8, 2023. The Amendment Agreement defers the maturity date to September 8, 2023.

CP Tower is an indirect wholly owned subsidiary of the Company, and CP Land is an indirect wholly owned subsidiary of NexPoint Real Estate Partners.
The Company is a limited guarantor for borrowings under the Cityplace Loan Agreement and its Adviser is an affiliate of NexPoint Real Estate Partners, which
is also a limited guarantor for borrowings under the Loan Agreement.

Item 6. Exhibits

EXHIBIT INDEX

Exhibit
Number Description

10.1 NexPoint Diversified Real Estate Trust 2023 Long Term Incentive Plan (incorporated by reference to Exhibit 10.1 to the Company’s Current
Report on Form 8-K filed with the SEC on January 31, 2023).

10.2 Form of Restricted Shares Units Agreement (Trustee) (incorporated by reference to Exhibit 10.5 of the Company’s Annual Report on Form
10-K filed with the SEC on March 31, 2023).

10.3* Form of Restricted Shares Units Agreement (Key Employee).
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10.4* Form of Restricted Shares Units Agreement (Employee).

10.5
Second Amendment to Advisory Agreement, by and between the Company and the Adviser, dated April 11, 2023 (incorporated by reference
to Exhibit 10.1 of the Company’s Current Report on Form 8-K filed with the SEC on April 12, 2023).

10.6

Loan Agreement, dated as of August 15, 2018, by and between CP Tower Owner, LLC and CP land Owner, LLC, as Borrower, Delphi CRE
Funding LLC, AC IV CA Mortgage LLC and the other lenders from time to time party thereto, as Lenders, and Acore Capital Mortgage, LP,
as Administrative Agent for the Lenders, as amended through February 8, 2023 (incorporated by reference to Exhibit 10.14 of the Company’s
Annual Report on Form 10-K filed with the SEC on March 31, 2023).

31.1* Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1+
Certification of Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS*
Inline XBRL Instance Document (The instance document does not appear in the interactive data file because its XBRL tags are embedded
within the inline XBRL document)

101.SCH* Inline XBRL Taxonomy Extension Schema

101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase

101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase

101.LAB* Inline XBRL Taxonomy Extension Label Linkbase

101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

_______________________
* Filed herewith.
+    Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

NEXPOINT DIVERSIFIED REAL ESTATE TRUST
Signature Title Date

/s/ Jim Dondero President and Trustee May 12, 2023
Jim Dondero (Principal Executive Officer)

/s/ Brian Mitts
Chief Financial Officer, Executive VP-Finance,
Treasurer, Assistant Secretary and Trustee

May 12, 2023

Brian Mitts (Principal Financial Officer and Principal
Accounting Officer)
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Exhibit 10.3

NEXPOINT DIVERSIFIED REAL ESTATE TRUST

FORM OF RESTRICTED SHARES UNITS AGREEMENT (Key Employee)

This RESTRICTED SHARES UNITS AGREEMENT (this “Agreement”) is made as of ______ __, 20__, by and
between NexPoint Diversified Real Estate Trust, a Delaware statutory trust (the “Company”), and ______ (the
“Grantee”).

1. Certain Definitions. Capitalized terms used, but not otherwise defined, in this Agreement will have the
meanings given to such terms in the Company’s 2023 Long Term Incentive Plan (as amended from time to time, the
“Plan”).

2. Grant of RSUs. Subject to and upon the terms, conditions and restrictions set forth in this Agreement and
in the Plan, the Company has granted to the Grantee as of _____ ___, 20__ (the “Date of Grant”) _____ Restricted
Shares Units (“RSUs”). Each RSU shall represent the right of the Grantee to receive one Share.

3. Restrictions on Transfer of RSUs. Subject to Section 16 of the Plan, neither the RSUs evidenced hereby
nor any interest therein or in the Shares underlying such RSUs shall be transferable prior to payment to the Grantee
pursuant to Section 5 hereof other than (i) by transfer by the Participant for no consideration to Immediate Family
Members or to a bona fide trust, partnership or other entity controlled by and for the benefit of one or more Immediate
Family Members, or (ii) by will or pursuant to the laws of descent and distribution.

4. Vesting of RSUs.

(a) The RSUs covered by this Agreement shall become nonforfeitable and payable to the Grantee pursuant to
Section 5 hereof (“Vest” or similar terms) as provided in this Section 4(a). The RSUs covered by this
Agreement shall Vest _____________________________________, in each case, conditioned upon the
Grantee’s continuous employment with the Company, the Adviser or its Affiliates through each such date
(the period from the Date of Grant until the _____ anniversary of the Date of Grant, the “Vesting Period”).
Any RSUs that do not so Vest will be forfeited, including, except as provided in Section 4(b), Section 4(c)
or Section 4(d) below, if the Grantee ceases to be continuously employed by the Company, the Adviser or
its Affiliates prior to the end of the Vesting Period. For purposes of this Agreement, “continuously
employed” (or substantially similar terms) means the absence of any interruption or termination of the
Grantee’s employment with the Company, the Adviser or its Affiliates.

(b) Notwithstanding Section 4(a) above, the RSUs shall Vest (to the extent the RSUs have not previously
become Vested or been forfeited) prior to the end of the Vesting Period upon the Grantee’s termination of
employment by the Company, the Adviser or its Affiliates, as applicable, due to the Grantee’s death,
Disability or Retirement.

(c)  (i)     Notwithstanding Section 4(a) above, in the event of a Change in Control that occurs prior to
the end of the Vesting Period, the RSUs shall become Vested and payable in accordance with this
Section 4(c). If at any time before the end of the Vesting Period or
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forfeiture of the RSUs, and while the Grantee is continuously employed by the Company, the
Adviser or its Affiliates, a Change in Control occurs, then all of the RSUs will become Vested and
payable to the Grantee in accordance with Section 5 hereof, except to the extent that a
Replacement Award is provided to the Grantee in accordance with Section  4(c)(ii) to continue,
replace or assume the RSUs covered by this Agreement (the “Replaced Award”).

(i) For purposes of this Agreement, a “Replacement Award” means an award (A) of the same type
(e.g., time-based restricted stock units) as the Replaced Award, (B) that has a value at least equal
to the value of the Replaced Award, (C)  that relates to publicly traded equity securities of the
Company or its successor in the Change in Control or another entity that is affiliated with the
Company or its successor following the Change in Control, (D)  the tax consequences of which to
such Grantee under the Code are not less favorable to such Grantee than the tax consequences of
the Replaced Award, and (E) the other terms and conditions of which are not less favorable to the
Grantee than the terms and conditions of the Replaced Award (including the provisions that would
apply in the event of a subsequent Change in Control). A Replacement Award may be granted only
to the extent it does not result in the Replaced Award or Replacement Award failing to comply with
or be exempt from Section 409A of the Code. Without limiting the generality of the foregoing, the
Replacement Award may take the form of a continuation of the Replaced Award if the requirements
of the two preceding sentences are satisfied. The determination of whether the conditions of this
Section 4(c)(ii) are satisfied will be made by the Committee, as constituted immediately before the
Change in Control, in its sole discretion.

(ii) If, after receiving a Replacement Award, the Grantee experiences a termination of employment with
the Company, the Adviser or its Affiliates (or any of their successors) (as applicable, the
“Successor”) by reason of a termination by the Successor without Cause or by the Grantee for
Good Reason, in each case within a period of two years after the Change in Control and during the
remaining vesting period for the Replacement Award, the Replacement Award shall fully Vest upon
such termination of employment to the extent not previously Vested.

(d) Notwithstanding Section 4(a) above, the RSUs shall Vest (to the extent the RSUs have not previously
become Vested or been forfeited) prior to the end of the Vesting Period in accordance with Section 5
hereof upon the Grantee’s Qualifying Termination by the Company or Successor.

(e) For purposes of this Agreement, the following definitions apply:

(i) “Affiliates” has the meaning set forth in the Plan, including the clarification that the term includes
the Adviser and Operating Partnership, except that for avoidance of doubt under this Agreement the
term also includes any corporation, partnership, joint venture or other entity, directly or indirectly,
through one or more
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intermediaries, controlling, controlled by, or under common control with the Adviser.

(ii) “Cause”  shall mean any of the following:  (A) a material breach by the Grantee of any agreement
then in effect between the Grantee and the Company or Successor, (B) the Grantee’s conviction of
or plea of “guilty” or “no contest” to a felony under the laws of the United States or any state thereof;
(C) gross negligence or gross misconduct by Grantee with respect to the Company or Successor or
any of its affiliates, (D) Grantee’s abandonment of Grantee’s employment with the Company or
Successor or any of its affiliates, as applicable, or (E) the Grantee’s willful and continued failure to
substantially perform the duties associated with the Grantee’s position (other than any such failure
resulting from the Grantee’s incapacity due to physical or mental illness), which failure has not been
cured within thirty (30) days after a written demand for substantial performance is delivered to the
Grantee by the board of trustees of the Company or Successor, which demand specifically identifies
the manner in which the board of trustees of the Company or Successor believes that the Grantee
has not substantially performed his or her duties.    

(iii) “Disability” shall mean a medically determinable physical or mental impairment expected to result
in death or to continue for a period of not less than 12 months that causes the Grantee to be unable
to engage in any substantial gainful activity.

(iv) “Good Reason” shall mean (A)  a material diminution in the Grantee’s duties or responsibilities;
(B) a material reduction in the aggregate value of base salary and bonus opportunity provided to the
Grantee by the Successor; or (C) a reassignment of the Grantee to another primary office more than
50 miles from the Grantee’s current office location. The Grantee must notify the Successor of the
Grantee’s intention to invoke termination for Good Reason within 90 days after the Grantee has
knowledge of such event and provide the Successor 30 days’ opportunity for cure, or such event
shall not constitute Good Reason. The Grantee may not invoke termination for Good Reason if
Cause exists at the time of such termination.

(v) “Retirement” shall mean the Grantee’s termination of employment with the Company, the Adviser or
its Affiliates, as applicable, after the attainment of age 65.

(vi) “Qualifying Termination” means a termination of service by reason of (i) the Participant’s death, (ii)
a termination by the Company or an Affiliate due to the Grantee’s Disability, (iii) the Grantee’s
Retirement or (iv) a termination by the Company or an Affiliate other than for Cause.
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5. Form and Time of Payment of RSUs.

(a) General. Subject to Section 4 and Section 5(b), payment for Vested RSUs will be made in Shares within
10 days following the Vesting dates specified in Section 4(a).

(b) Other Payment Events. Notwithstanding Section 5(a), to the extent that the RSUs are Vested on the dates
set forth below, payment with respect to the RSUs will be made as follows:

(i) Change in Control. Upon a Change in Control, and if no Replacement Award is granted, the Grantee
is entitled to receive payment for Vested RSUs in Shares on the date of the Change in Control;
provided, however, that if such Change in Control would not qualify as a permissible date of
distribution under Section 409A(a)(2)(A) of the Code, and the regulations thereunder, and where
Section 409A of the Code applies to such distribution, the Grantee is entitled to receive the
corresponding payment on the date that would have otherwise applied pursuant to Sections 5(a) or
5(b)(ii) as though such Change in Control had not occurred.

(ii) Qualifying Termination due to Death, Disability or Retirement. Within 10 days following the date of
the Grantee’s Qualifying Termination of employment with the Company, the Adviser or its Affiliates,
as applicable, due to the Grantee’s death, Disability, or Retirement, the Grantee is entitled to receive
payment for Vested RSUs in Shares.

(iii) Termination Following Change in Control. With respect to Replacement Awards, within 10 days
following the Grantee’s termination of employment with the Company, the Adviser or its Affiliates, as
applicable, within two years following a Change in Control by the Company, the Adviser or its
Affiliates, as applicable, without Cause or by the Grantee for Good Reason.

(iv) Qualifying Termination Without Cause. In the event that the Grantee incurs a Qualifying Termination
due to a termination by the Company or an Affiliate other than for Cause, subject to and conditioned
upon the Grantee’s execution of a general release of claims in a form prescribed by the Company
(the “Release”) within 21 days (or 45 days or such other number of days if necessary to comply with
applicable law) after the date of such Qualifying Termination and, if the Grantee is entitled to a
seven day post-signing revocation period under applicable law, the Grantee’s non-revocation of
such Release during such seven day period, the Award will Vest and become nonforfeitable on the
55th day following the date of such Qualifying Termination with respect to that number of RSUs
subject to the Award which would have become vested and nonforfeitable during the 12-month
period immediately following the date of such Qualifying Termination had the Grantee remained
continuously employed by the Company or an Affiliate during such period (and will, following the
Grantee’s Qualifying Termination, remain outstanding and eligible to Vest on such date if the
Release has become effective and irrevocable).
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(c) Except to the extent provided by Section 409A of the Code and permitted by the Committee, no Shares
may be issued to the Grantee at a time earlier than otherwise expressly provided in this Agreement.

(d) The Committee may also determine to pay for Vested RSUs in cash based on the market value of the
Shares on the date of settlement. The Company’s obligations to the Grantee with respect to the RSUs will
be satisfied in full upon the issuance of Shares corresponding to such RSUs or upon a cash payment
corresponding to such RSUs.

6. Dividend Equivalents; Other Rights.

(a) The Grantee shall have no rights of ownership in the Shares underlying the RSUs and no right to vote the
Shares underlying the RSUs until the date on which the Shares underlying the RSUs are issued or
transferred to the Grantee pursuant to Section 5 above.

(b) From and after the Date of Grant and until the earlier of (i) the time when the RSUs become Vested and
are paid in accordance with Section 5 hereof or (ii) the time when the Grantee’s right to receive Shares in
payment of the RSUs is forfeited in accordance with Section 4 hereof, on the date that the Company pays
a cash dividend (if any) to holders of Shares generally, the Grantee shall be credited with cash per RSU
equal to the amount of such dividend. Any amounts credited pursuant to the immediately preceding
sentence shall be subject to the same applicable terms and conditions (including Vesting, payment and
forfeitability) as apply to the RSUs in respect of which the dividend equivalents were credited, and such
amounts shall be paid in cash at the same time as the RSUs to which they relate are paid in Shares.

(c) The obligations of the Company under this Agreement will be merely that of an unfunded and unsecured
promise of the Company to deliver Shares in the future, and the rights of the Grantee will be no greater
than that of an unsecured general creditor. No assets of the Company will be held or set aside as security
for the obligations of the Company under this Agreement.

7. Adjustments. The number of Shares issuable for each RSU and the other terms and conditions of the
grant evidenced by this Agreement are subject to adjustment as provided in Section 12 of the Plan.

8. Withholding Taxes. To the extent that the Company is required to withhold federal, state, local or foreign
taxes in connection with the delivery to the Grantee of Shares or any other payment to the Grantee or any other
payment or Vesting event under this Agreement, and the amounts available to the Company for such withholding are
insufficient, it shall be a condition to the obligation of the Company to make any such delivery or payment that the
Grantee make arrangements satisfactory to the Company for payment of the balance of such taxes required to be
withheld. The Grantee may elect that all or any part of such withholding requirement be satisfied by retention by the
Company of a portion of the Shares to be delivered to the Grantee or by delivering to the Company other Shares held by
the Grantee. If such election is made, the Shares so retained shall be credited against such withholding requirement at
the market value of such Shares on the date of such delivery. In no event will the market value of the Shares to be
withheld and/or delivered pursuant to this Section 8 to satisfy
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applicable withholding taxes exceed the minimum amount of taxes required to be withheld.

9. Compliance With Law. The Company shall make reasonable efforts to comply with all applicable federal
and state securities laws; provided, however, notwithstanding any other provision of the Plan and this Agreement, the
Company shall not be obligated to issue any Shares pursuant to this Agreement if the issuance thereof would result in a
violation of any such law. Notwithstanding any other provision of the Plan and this Agreement, the Company shall not be
obligated to issue Shares or make any payments pursuant to this Agreement if the issuance or payment thereof could
impair the Company’s status as a REIT.

10. Compliance With Section 409A of the Code. To the extent applicable, it is intended that this Agreement
and the Plan comply with the provisions of Section 409A of the Code. This Agreement and the Plan shall be
administered in a manner consistent with this intent, and any provision that would cause this Agreement or the Plan to
fail to satisfy Section 409A of the Code shall have no force or effect until amended to comply with Section 409A of the
Code (which amendment may be retroactive to the extent permitted by Section 409A of the Code and may be made by
the Company without the consent of the Grantee). Any reference in this Agreement to Section 409A of the Code will also
include any proposed, temporary or final regulations, or any other guidance, promulgated with respect to such Section
by the U.S. Department of the Treasury or the Internal Revenue Service.

11. No Right to Future Awards or Employment. The grant of the RSUs under this Agreement to the Grantee
is a voluntary, discretionary award being made on a one-time basis, and it does not constitute a commitment to make
any future awards. The grant of the RSUs and any payments made hereunder will not be considered salary or other
compensation for purposes of any severance pay or similar allowance, except as otherwise required by law. Nothing
contained in this Agreement shall confer upon the Grantee any right to be employed or remain employed by the
Company, the Adviser or its Affiliates, nor limit or affect in any manner the right of the Company, the Adviser or its
Affiliates to terminate the employment or adjust the compensation of the Grantee.

12. Relation to Other Benefits. Any economic or other benefit to the Grantee under this Agreement or the
Plan shall not be taken into account in determining any benefits to which the Grantee may be entitled under any profit-
sharing, retirement or other benefit or compensation plan maintained by the Company, the Adviser or its Affiliates and
shall not affect the amount of any life insurance coverage in respect of the Grantee under any life insurance plan
covering employees of the Company, the Adviser or its Affiliates.

13. Amendments. Any amendment to the Plan shall be deemed to be an amendment to this Agreement to the
extent that the amendment is applicable hereto; provided, however, that (a) no amendment shall adversely affect the
rights of the Grantee under this Agreement without the Grantee’s written consent, and (b) the Grantee’s consent shall
not be required to an amendment that is deemed necessary by the Company to ensure compliance with Section 409A of
the Code or Section 10D of the Exchange Act or to prevent impairment of the Company’s status as a REIT.

14. Severability. In the event that one or more of the provisions of this Agreement shall be invalidated for any
reason by a court of competent jurisdiction, any provision so invalidated shall be deemed to be separable from the other
provisions
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hereof, and the remaining provisions hereof shall continue to be valid and fully enforceable.

15. Relation to Plan. This Agreement is subject to the terms and conditions of the Plan. In the event of any
inconsistency between the provisions of this Agreement and the Plan, the Plan shall govern. The Committee acting
pursuant to the Plan, as constituted from time to time, shall, except as expressly provided otherwise herein or in the
Plan, have the right to determine any questions which arise in connection with this Agreement.

16. Electronic Delivery. The Company may, in its sole discretion, deliver any documents related to the RSUs
and the Grantee’s participation in the Plan, or future awards that may be granted under the Plan, by electronic means or
request the Grantee’s consent to participate in the Plan by electronic means. The Grantee hereby consents to receive
such documents by electronic delivery and, if requested, agrees to participate in the Plan through an on-line or electronic
system established and maintained by the Company or another third party designated by the Company.

17. Governing Law. This Agreement shall be governed by and construed in accordance with the internal
substantive laws of the state of incorporation or formation of the Company, without giving effect to any principle of law
that would result in the application of the law of any other jurisdiction.

18. Successors and Assigns. Without limiting Section 3 hereof, the provisions of this Agreement shall inure
to the benefit of, and be binding upon, the successors, administrators, heirs, legal representatives and assigns of the
Grantee, and the successors and assigns of the Company.

19. Acknowledgement. The Grantee acknowledges that the Grantee (a) has received a copy of the Plan, (b)
has had an opportunity to review the terms of this Agreement and the Plan, (c) understands the terms and conditions of
this Agreement and the Plan and (d) agrees to such terms and conditions.

20. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be
deemed to be an original but all of which together will constitute one and the same agreement.

[SIGNATURES ON FOLLOWING PAGE]
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST

By:                          
Name:
Title:

Grantee Acknowledgment and Acceptance

By:                      
Name:

[Signature Page to NXDT RSU Award Agreement]



Exhibit 10.4

NEXPOINT DIVERSIFIED REAL ESTATE TRUST

FORM OF RESTRICTED SHARES UNITS AGREEMENT (Employee)

This RESTRICTED SHARES UNITS AGREEMENT (this “Agreement”) is made as of ______ __, 20__, by and
between NexPoint Diversified Real Estate Trust, a Delaware statutory trust (the “Company”), and ______ (the
“Grantee”).

1. Certain Definitions. Capitalized terms used, but not otherwise defined, in this Agreement will have the
meanings given to such terms in the Company’s 2023 Long Term Incentive Plan (as amended from time to time, the
“Plan”).

2. Grant of RSUs. Subject to and upon the terms, conditions and restrictions set forth in this Agreement and
in the Plan, the Company has granted to the Grantee as of _____ ___, 20__ (the “Date of Grant”) _____ Restricted
Shares Units (“RSUs”). Each RSU shall represent the right of the Grantee to receive one Share.

3. Restrictions on Transfer of RSUs. Subject to Section 16 of the Plan, neither the RSUs evidenced hereby
nor any interest therein or in the Shares underlying such RSUs shall be transferable prior to payment to the Grantee
pursuant to Section 5 hereof other than (i) by transfer by the Participant for no consideration to Immediate Family
Members or to a bona fide trust, partnership or other entity controlled by and for the benefit of one or more Immediate
Family Members, or (ii) by will or pursuant to the laws of descent and distribution.

4. Vesting of RSUs.

(a) The RSUs covered by this Agreement shall become nonforfeitable and payable to the Grantee pursuant to
Section 5 hereof (“Vest” or similar terms) as provided in this Section 4(a). The RSUs covered by this
Agreement shall Vest _____________________________________, in each case, conditioned upon the
Grantee’s continuous employment with the Company, the Adviser or its Affiliates through each such date
(the period from the Date of Grant until the _____ anniversary of the Date of Grant, the “Vesting Period”).
Any RSUs that do not so Vest will be forfeited, including, except as provided in Section 4(b), Section 4(c),
or Section 4(d) below, if the Grantee ceases to be continuously employed by the Company, the Adviser or
its Affiliates prior to the end of the Vesting Period. For purposes of this Agreement, “continuously
employed” (or substantially similar terms) means the absence of any interruption or termination of the
Grantee’s employment with the Company, the Adviser or its Affiliates.

(b) Notwithstanding Section 4(a) above, the RSUs shall Vest (to the extent the RSUs have not previously
become Vested or been forfeited) prior to the end of the Vesting Period upon the Grantee’s termination of
employment by the Company, the Adviser or its Affiliates, as applicable, without Cause or by the Grantee
for Good Reason or due to the Grantee’s death, Disability or Retirement.

(c)  (i)     Notwithstanding Section 4(a) above, in the event of a Change in Control that occurs prior to
the end of the Vesting Period, the RSUs shall become Vested and payable in accordance with this
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Section 4(c). If at any time before the end of the Vesting Period or forfeiture of the RSUs, and while
the Grantee is continuously employed by the Company, the Adviser or its Affiliates, a Change in
Control occurs, then all of the RSUs will become Vested and payable to the Grantee in accordance
with Section 5 hereof, except to the extent that a Replacement Award is provided to the Grantee in
accordance with Section  4(c)(ii) to continue, replace or assume the RSUs covered by this
Agreement (the “Replaced Award”).

(i) For purposes of this Agreement, a “Replacement Award” means an award (A) of the same type
(e.g., time-based restricted stock units) as the Replaced Award, (B) that has a value at least equal
to the value of the Replaced Award, (C)  that relates to publicly traded equity securities of the
Company or its successor in the Change in Control or another entity that is affiliated with the
Company or its successor following the Change in Control, (D)  the tax consequences of which to
such Grantee under the Code are not less favorable to such Grantee than the tax consequences of
the Replaced Award, and (E) the other terms and conditions of which are not less favorable to the
Grantee than the terms and conditions of the Replaced Award (including the provisions that would
apply in the event of a subsequent Change in Control). A Replacement Award may be granted only
to the extent it does not result in the Replaced Award or Replacement Award failing to comply with
or be exempt from Section 409A of the Code. Without limiting the generality of the foregoing, the
Replacement Award may take the form of a continuation of the Replaced Award if the requirements
of the two preceding sentences are satisfied. The determination of whether the conditions of this
Section 4(c)(ii) are satisfied will be made by the Committee, as constituted immediately before the
Change in Control, in its sole discretion.

(ii) If, after receiving a Replacement Award, the Grantee experiences a termination of employment with
the Company, the Adviser or its Affiliates (or any of their successors) (as applicable, the
“Successor”) by reason of a termination by the Successor without Cause or by the Grantee for
Good Reason, in each case within a period of two years after the Change in Control and during the
remaining vesting period for the Replacement Award, the Replacement Award shall fully Vest upon
such termination of employment to the extent not previously Vested.

(d) Notwithstanding Section 4(a) above, the RSUs shall Vest (to the extent the RSUs have not previously
become Vested or been forfeited) prior to the end of the Vesting Period in accordance with Section 5
hereof upon the Grantee’s Qualifying Termination by the Company or Successor.

(e) For purposes of this Agreement, the following definitions apply:

(i) “Affiliates” has the meaning set forth in the Plan, including the clarification that the term includes
the Adviser and Operating Partnership, except that for avoidance of doubt under this Agreement the
term also includes any corporation, partnership, joint
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venture or other entity, directly or indirectly, through one or more intermediaries, controlling,
controlled by, or under common control with the Adviser.

(ii) “Cause”   shall mean any of the following:    (A) a material breach by the Grantee of any written
agreement then in effect between the Grantee and, as applicable, the Company, the Adviser or its
Affiliates, or the Successor; (B) the Grantee’s conviction of or plea of “guilty” or “no contest” to a
felony under the laws of the United States or any state thereof; or (C) a final, non-appealable order
of a court of competent jurisdiction finding gross negligence or gross misconduct by Grantee with
respect to the Company, the Adviser or its Affiliates or the Successor.    

(iii) “Disability” shall mean a medically determinable physical or mental impairment expected to result
in death or to continue for a period of not less than 12 months that causes the Grantee to be unable
to engage in any substantial gainful activity.

(iv) “Good Reason” shall mean (A)  a material diminution in the Grantee’s duties or responsibilities;
(B) a material reduction in the aggregate value of base salary and bonus opportunity provided to the
Grantee by the Company, the Adviser or its Affiliates or the Successor; or (C) a reassignment of the
Grantee to another primary office more than 50 miles from the Grantee’s current office location. The
Grantee must notify the Company, the Adviser or its Affiliates or the Successor of the Grantee’s
intention to invoke termination for Good Reason within 90 days after the Grantee has knowledge of
such event and provide, as applicable, the Company, the Adviser or its Affiliates or the Successor 30
days’ opportunity for cure, or such event shall not constitute Good Reason. The Grantee may not
invoke termination for Good Reason if Cause exists at the time of such termination.

(v) "Retirement” shall mean the Grantee’s termination of employment with the Company, the Adviser or
its Affiliates, as applicable, after the attainment of age 65.

(vi) “Qualifying Termination” means a termination of service by reason of (i) the Participant’s death, (ii)
a termination by the Company or an Affiliate due to the Grantee’s Disability, (iii) the Grantee’s
Retirement or (iv) a termination by the Company or an Affiliate other than for Cause.

5. Form and Time of Payment of RSUs.

(a) General. Subject to Section 4 and Section 5(b), payment for Vested RSUs will be made in Shares within
10 days following the Vesting dates specified in Section 4(a).

(b) Other Payment Events. Notwithstanding Section 5(a), to the extent that the RSUs are Vested on the dates
set forth below, payment with respect to the RSUs will be made as follows:
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(i) Change in Control. Upon a Change in Control, and if no Replacement Award is granted, the Grantee
is entitled to receive payment for Vested RSUs in Shares on the date of the Change in Control;
provided, however, that if such Change in Control would not qualify as a permissible date of
distribution under Section 409A(a)(2)(A) of the Code, and the regulations thereunder, and where
Section 409A of the Code applies to such distribution, the Grantee is entitled to receive the
corresponding payment on the date that would have otherwise applied pursuant to Sections 5(a) or
5(b)(ii) as though such Change in Control had not occurred.

(ii) Termination for Cause or Good Reason or Death, Disability or Retirement. Within 10 days following
the date of the Grantee’s termination of employment with the Company, the Adviser or its Affiliates,
as applicable, without Cause or by the Grantee for Good Reason or due to the Grantee’s death,
Disability or Retirement, the Grantee is entitled to receive payment for Vested RSUs in Shares.

(iii) Termination Following Change in Control. With respect to Replacement Awards, within 10 days
following the Grantee’s termination of employment with the Company, the Adviser or its Affiliates, as
applicable, within two years following a Change in Control by the Company, the Adviser or its
Affiliates, as applicable, without Cause or by the Grantee for Good Reason.

(iv) Qualifying Termination Without Cause. In the event that the Grantee incurs a Qualifying Termination
due to a termination by the Company or an Affiliate other than for Cause, subject to and conditioned
upon the Grantee’s execution of a general release of claims in a form prescribed by the Company
(the “Release”) within 21 days (or 45 days or such other number of days if necessary to comply with
applicable law) after the date of such Qualifying Termination and, if the Grantee is entitled to a
seven day post-signing revocation period under applicable law, the Grantee’s non-revocation of
such Release during such seven day period, the Award will Vest and become nonforfeitable on the
55th day following the date of such Qualifying Termination with respect to that number of RSUs
subject to the Award which would have become vested and nonforfeitable during the 12-month
period immediately following the date of such Qualifying Termination had the Grantee remained
continuously employed by the Company or an Affiliate during such period (and will, following the
Grantee’s Qualifying Termination, remain outstanding and eligible to Vest on such date if the
Release has become effective and irrevocable).

(c) Except to the extent provided by Section 409A of the Code and permitted by the Committee, no Shares
may be issued to the Grantee at a time earlier than otherwise expressly provided in this Agreement.

(d) The Committee may also determine to pay for Vested RSUs in cash based on the market value of the
Shares on the date of settlement. The Company’s obligations to the Grantee with respect to the RSUs will
be satisfied in full upon the issuance of Shares corresponding to such RSUs or upon a cash payment
corresponding to such RSUs.
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6. Dividend Equivalents; Other Rights.

(a) The Grantee shall have no rights of ownership in the Shares underlying the RSUs and no right to vote the
Shares underlying the RSUs until the date on which the Shares underlying the RSUs are issued or
transferred to the Grantee pursuant to Section 5 above.

(b) From and after the Date of Grant and until the earlier of (i) the time when the RSUs become Vested and
are paid in accordance with Section 5 hereof or (ii) the time when the Grantee’s right to receive Shares in
payment of the RSUs is forfeited in accordance with Section 4 hereof, on the date that the Company pays
a cash dividend (if any) to holders of Shares generally, the Grantee shall be credited with cash per RSU
equal to the amount of such dividend. Any amounts credited pursuant to the immediately preceding
sentence shall be subject to the same applicable terms and conditions (including Vesting, payment and
forfeitability) as apply to the RSUs in respect of which the dividend equivalents were credited, and such
amounts shall be paid in cash at the same time as the RSUs to which they relate are paid in Shares.

(c) The obligations of the Company under this Agreement will be merely that of an unfunded and unsecured
promise of the Company to deliver Shares in the future, and the rights of the Grantee will be no greater
than that of an unsecured general creditor. No assets of the Company will be held or set aside as security
for the obligations of the Company under this Agreement.

7. Adjustments. The number of Shares issuable for each RSU and the other terms and conditions of the
grant evidenced by this Agreement are subject to adjustment as provided in Section 12 of the Plan.

8. Withholding Taxes. To the extent that the Company is required to withhold federal, state, local or foreign
taxes in connection with the delivery to the Grantee of Shares or any other payment to the Grantee or any other
payment or Vesting event under this Agreement, and the amounts available to the Company for such withholding are
insufficient, it shall be a condition to the obligation of the Company to make any such delivery or payment that the
Grantee make arrangements satisfactory to the Company for payment of the balance of such taxes required to be
withheld. The Grantee may elect that all or any part of such withholding requirement be satisfied by retention by the
Company of a portion of the Shares to be delivered to the Grantee or by delivering to the Company other Shares held by
the Grantee. If such election is made, the Shares so retained shall be credited against such withholding requirement at
the market value of such Shares on the date of such delivery. In no event will the market value of the Shares to be
withheld and/or delivered pursuant to this Section 8 to satisfy applicable withholding taxes exceed the minimum amount
of taxes required to be withheld.

9. Compliance With Law. The Company shall make reasonable efforts to comply with all applicable federal
and state securities laws; provided, however, notwithstanding any other provision of the Plan and this Agreement, the
Company shall not be obligated to issue any Shares pursuant to this Agreement if the issuance thereof would result in a
violation of any such law. Notwithstanding any other provision of the Plan and this Agreement, the Company shall not be
obligated to issue Shares or make
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any payments pursuant to this Agreement if the issuance or payment thereof could impair the Company’s status as a
REIT.

10. Compliance With Section 409A of the Code. To the extent applicable, it is intended that this Agreement
and the Plan comply with the provisions of Section 409A of the Code. This Agreement and the Plan shall be
administered in a manner consistent with this intent, and any provision that would cause this Agreement or the Plan to
fail to satisfy Section 409A of the Code shall have no force or effect until amended to comply with Section 409A of the
Code (which amendment may be retroactive to the extent permitted by Section 409A of the Code and may be made by
the Company without the consent of the Grantee). Any reference in this Agreement to Section 409A of the Code will also
include any proposed, temporary or final regulations, or any other guidance, promulgated with respect to such Section
by the U.S. Department of the Treasury or the Internal Revenue Service.

11. No Right to Future Awards or Employment. The grant of the RSUs under this Agreement to the Grantee
is a voluntary, discretionary award being made on a one-time basis, and it does not constitute a commitment to make
any future awards. The grant of the RSUs and any payments made hereunder will not be considered salary or other
compensation for purposes of any severance pay or similar allowance, except as otherwise required by law. Nothing
contained in this Agreement shall confer upon the Grantee any right to be employed or remain employed by the
Company, the Adviser or its Affiliates, nor limit or affect in any manner the right of the Company, the Adviser or its
Affiliates to terminate the employment or adjust the compensation of the Grantee.

12. Relation to Other Benefits. Any economic or other benefit to the Grantee under this Agreement or the
Plan shall not be taken into account in determining any benefits to which the Grantee may be entitled under any profit-
sharing, retirement or other benefit or compensation plan maintained by the Company, the Adviser or its Affiliates and
shall not affect the amount of any life insurance coverage in respect of the Grantee under any life insurance plan
covering employees of the Company, the Adviser or its Affiliates.

13. Amendments. Any amendment to the Plan shall be deemed to be an amendment to this Agreement to the
extent that the amendment is applicable hereto; provided, however, that (a) no amendment shall adversely affect the
rights of the Grantee under this Agreement without the Grantee’s written consent, and (b) the Grantee’s consent shall
not be required to an amendment that is deemed necessary by the Company to ensure compliance with Section 409A of
the Code or Section 10D of the Exchange Act or to prevent impairment of the Company’s status as a REIT.

14. Severability. In the event that one or more of the provisions of this Agreement shall be invalidated for any
reason by a court of competent jurisdiction, any provision so invalidated shall be deemed to be separable from the other
provisions hereof, and the remaining provisions hereof shall continue to be valid and fully enforceable.

15. Relation to Plan. This Agreement is subject to the terms and conditions of the Plan. In the event of any
inconsistency between the provisions of this Agreement and the Plan, the Plan shall govern. The Committee acting
pursuant to the Plan, as constituted from time to time, shall, except as expressly provided otherwise herein or in the
Plan, have the right to determine any questions which arise in connection with this Agreement.
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16. Electronic Delivery. The Company may, in its sole discretion, deliver any documents related to the RSUs
and the Grantee’s participation in the Plan, or future awards that may be granted under the Plan, by electronic means or
request the Grantee’s consent to participate in the Plan by electronic means. The Grantee hereby consents to receive
such documents by electronic delivery and, if requested, agrees to participate in the Plan through an on-line or electronic
system established and maintained by the Company or another third party designated by the Company.

17. Governing Law. This Agreement shall be governed by and construed in accordance with the internal
substantive laws of the state of incorporation or formation of the Company, without giving effect to any principle of law
that would result in the application of the law of any other jurisdiction.

18. Successors and Assigns. Without limiting Section 3 hereof, the provisions of this Agreement shall inure
to the benefit of, and be binding upon, the successors, administrators, heirs, legal representatives and assigns of the
Grantee, and the successors and assigns of the Company.

19. Acknowledgement. The Grantee acknowledges that the Grantee (a) has received a copy of the Plan, (b)
has had an opportunity to review the terms of this Agreement and the Plan, (c) understands the terms and conditions of
this Agreement and the Plan and (d) agrees to such terms and conditions.

20. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be
deemed to be an original but all of which together will constitute one and the same agreement.

[SIGNATURES ON FOLLOWING PAGE]
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NEXPOINT DIVERSIFIED REAL ESTATE TRUST

By:                          
Name:
Title:

Grantee Acknowledgment and Acceptance

By:                      
Name:

[Signature Page to NXDT RSU Award Agreement]



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jim Dondero, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of NexPoint Diversified Real Estate Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 12, 2023

/s/ Jim Dondero
Jim Dondero
President
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Brian Mitts, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of NexPoint Diversified Real Estate Trust;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 12, 2023

/s/ Brian Mitts
Brian Mitts
Chief Financial Officer, Executive VP-
Finance, Treasurer and Assistant Secretary
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF

THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of NexPoint Diversified Real Estate Trust (the “Company”) for the period ending March 31, 2023, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Jim Dondero, President of the Company, and Brian
Mitts, Chief Financial Officer, Executive VP-Finance, Treasurer and Assistant Secretary of the Company, each certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: May 12, 2023 /s/ Jim Dondero
Jim Dondero
President
(Principal Executive Officer)

Dated: May 12, 2023 /s/ Brian Mitts
Brian Mitts
Chief Financial Officer, Executive VP-
Finance, Treasurer and Assistant Secretary
(Principal Financial Officer)


