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Explanatory Note

Item 4.02.     Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim
Review

On October 26, 2023, after discussions with its independent registered public accounting firm, RSM US LLP, Sterling Real
Estate Trust (the “Company”) determined that the Company’s unaudited interim condensed financial statements for the quarter
ended June 30, 2023 (the “Q2 Financial Statements”) as included in the previously filed Quarterly Report on Form 10-Q for
the quarter ended June 30, 2023, as filed with the Securities and Exchange Commission on August 9, 2023 (the “Q2 Form 10-
Q”), should no longer be relied upon.

While preparing the financial statements as of and for the quarter ended September 30, 2023, the Company discovered that 
there was an error made relating to the recording of the journal entry for the attributable portion of net income that related to 
the noncontrolling interest of the operating partnership. Further, we discovered that this error affected the quarterly period 
ended June 30, 2023.  This did not have an impact on the total net income or the total funds from operations represented on 
the June 30, 2023 quarterly filing. The Company has concluded that because the controls surrounding the financial reporting 
process did not operate effectively and resulted in the failure to detect the misstatement, the deficiency is a material weakness 
in the Company's internal control over financial reporting. Further details regarding the material weakness and the steps that 
have been and will be taken to remediate the deficiency will be included in the Form 10-Q/A that amends the Q2 Form 10-Q.

The Company plans to include restated financial statements in an amendment to the Q2 Form 10-Q that will correct the above-
referenced error in the Q2 Financial Statements, which the Company will file promptly after the filing of this Current Report.
The Company intends to file the amendment to the Q2 Form 10-Q on or about November 7, 2023.

The Company’s management and the Audit Committee of the Company's Board of Directors have discussed the matters
disclosed in this Current Report on Form 8-K with RSM US LLP.

Forward-Looking Statements

This Current Report on Form 8-K may contain forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. Actual results could differ materially from those discussed due to known and unknown risks,
uncertainties, and other factors. These forward-looking statements generally can be identified by the use of words such as
“expect,” “plan,” “anticipate,” “could,” “may,” “intend,” “will,” “continue,” “future,” other words of similar meaning and the
use of future dates. These forward-looking statements include the timing of completion of the restatement, the filing of the
amendment to the Q2 Form 10-Q, and the implementation of the remediation of the identified material weakness, which are
subject to risks and uncertainties such as the completion of audit and review procedures and ongoing accounting review. These
and additional risks and uncertainties are described more fully in the Company’s filings with the Securities and Exchange
Commission, including those factors identified as “risk factors” in our most recent Annual Report on Form 10-K and
subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K. We are providing this information as of the
date of this Current Report on Form 8-K and do not undertake any obligation to update any forward-looking statements
contained in this document as a result of new information, future events or otherwise, except as required by law.
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