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NetREIT, Inc. 
 

  
Dear Stockholder, 
 
 You are cordially invited to attend the 2014 Annual Meeting of Stockholders of NetREIT, Inc., a 
Maryland corporation, to be held at 9:00 a.m., P.D.T., Monday, June 30, 2014 at the Company’s 
headquarters, 1282 Pacific Oaks Place, Escondido, California, 92029. The attached notice of annual 
meeting describes the business we will conduct at the annual meeting and provides information about how 
to access the proxy materials that you should consider when you vote your shares. 
 

At the annual meeting, eight (8) individuals will be elected to our Board of Directors.  In addition, 
we will ask stockholders to ratify the selection of Squar, Milner, Peterson, Miranda & Williamson, LLP as 
our independent registered public accounting firm for our fiscal year ending December 31, 2014.  The Board 
of Directors recommends the approval of this proposal.  Such other business will be transacted as may 
properly come before the annual meeting or any postponement or adjournment thereof.  These foregoing 
items of business are more fully described in the accompanying Proxy Statement.  We urge you to carefully 
review the Proxy Statement. 
 

Whether you own a few or many shares, we hope you will be able to attend the annual meeting.  
Whether you plan to attend the annual meeting or not, it is important that you cast your vote either in person 
or by proxy.  None of our stockholders own more than 10% of our outstanding shares so every vote is 
important to us.  Therefore, when you have finished reading the Proxy Statement, you are urged to vote in 
accordance with the instructions set forth in the Proxy Statement.  We encourage you to authorize your vote 
by proxy so that your shares will be represented and voted at the meeting, whether or not you can attend.  In 
order to make it easy to vote your shares, this year in addition to your proxy card we have added the ability 
for you to authorize your vote by telephone or through the Internet through Broadridge Financial Solutions, 
Inc., a professional proxy solicitation company.   
 

YOUR VOTE MATTERS.  We urge you to authorize your vote via phone or Internet at 
www.proxyvote.com as explained on your proxy card, or mark, sign, date and return your enclosed 
proxy card in the postage paid envelope so your shares will be represented at the meeting.   
 

Thank you for your ongoing support of NetREIT, Inc.  We look forward to seeing you at our annual 
meeting. 

 

Jack K. Heilbron  

Chairman of the Board 

Chief Executive Officer 

April 28, 2014  

 



 
 

NetREIT, Inc. 
  

 
 

NOTICE OF 2014 ANNUAL MEETING OF STOCKHOLDERS 
 
 

TIME:  9:00 a.m., P.D.T. 
 
DATE:  June 30, 2014 
 
PLACE:  1282 Pacific Oaks Place, Escondido, California, 92029 
 
PURPOSE:  
 
  

Proposal 1: To elect eight (8) members to serve on our Board of Directors until the 2015 annual 
meeting of stockholders and until their respective successors are duly elected and qualify; 

  

Proposal 2: To consider and vote upon the ratification of the selection of Squar, Milner, Peterson, 
Miranda & Williamson, LLP as the Company’s independent registered public accounting 
firm for the fiscal year ending December 31, 2014; 

  

Proposal 3 To consider and vote upon the transaction of such other business as may properly come 
before the meeting or any postponement or adjournment thereof. 

 
The foregoing items of business are more fully described in the attached proxy statement, which forms a 
part of this notice and is incorporated herein by reference.  



 
WHO MAY VOTE: 
 

Our Board of Directors has fixed the close of business on April 15, 2014 as the record date for the 
determination of stockholders entitled to notice of, and to vote at, the annual meeting or any adjournment 
or postponement thereof.  
 

We are pleased to take advantage of the Securities and Exchange Commission rules allowing 
companies to furnish proxy materials to their stockholders over the Internet.  We believe that this e-proxy 
process expedites stockholders’ receipt of proxy materials and lowers the cost and reduces the 
environmental impact of our annual meeting.  We sent a Notice of Internet Availability of Proxy 
Materials on or about April 29, 2014, and provided access to our proxy materials over the Internet, 
beginning on April 29, 2014, for the beneficial owners of our common stock as of the close of business on 
the record date.  If you received a Notice of Internet Availability of Proxy Materials by mail, you will not 
receive a printed copy of the proxy materials in the mail.  Instead, the Notice of Internet Availability of 
Proxy Materials instructs you on how to access and review this proxy statement and our annual report and 
how to authorize your proxy online or by telephone.  If you received a Notice of Internet Availability of 
Proxy Materials by mail and would like to receive a printed copy of our proxy materials, you should 
follow the instructions for requesting such materials included in the Notice of Internet Availability of 
Proxy Materials.  We are also sending proxy materials to any stockholder who has elected to receive 
proxy materials by mail.  

 
Your proxy is important. Whether or not you plan to attend the annual meeting, please authorize 

your proxy by Internet or telephone, or, if you received a paper copy of the materials by mail, mark, sign, 
date and return your proxy card, so that your shares will be represented at the annual meeting.  If you plan 
to attend the annual meeting and wish to vote your shares personally, you may do so at any time before 
the proxy is voted.  
 

All stockholders are cordially invited to attend the meeting.  

 

  BY ORDER OF THE BOARD OF  

  DIRECTORS  

    
  By: /s/ Kathryn Richman   

  Name: Kathryn Richman   
  Title: Corporate Secretary   
 April 28, 2014  
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NetREIT, Inc. 

1282 Pacific Oaks Place 
Escondido, California 92029 

                       

PROXY STATEMENT 

FOR 

ANNUAL MEETING OF STOCKHOLDERS 

To Be Held on June 30, 2014 at 9:00 a.m. P.D.T. 
 

This Proxy Statement is furnished to the stockholders of NetREIT, Inc. a Maryland corporation, 
in connection with the solicitation by the Board of Directors of the Company (the “Board” or “Board of 
Directors”) of your proxy to be voted at the 2014 annual meeting of the stockholders of the Company (the 
“Annual Meeting”) to be held on Monday, June 30, 2014 at 9:00 a.m., P.D.T., at our corporate 
headquarters, 1282 Pacific Oaks Place, Escondido, California, 92029 and at any postponements or 
adjournments thereof.  References in this Proxy Statement to “the Company,” “NetREIT,” “we,” “us,” 
“our” or like terms also refer to NetREIT, Inc. The mailing address of our principal executive office is 
1282 Pacific Oaks Place, Escondido, California 92029. As described in detail in this Proxy Statement, 
instead of mailing copies of our proxy materials to our stockholders, we have chosen to deliver this Proxy 
Statement, its accompanying proxy materials, and our 2013 Annual Report (the “Annual Report”) 
electronically by posting them on our website and mailing a Notice of Internet Availability of Proxy 
Materials to all of our stockholders on or about April 29, 2014. This Proxy Statement and the 
accompanying proxy materials (together with our Annual Report) are posted on our website. 

 
 

Important Information Regarding Delivery of Proxy Materials 
  
What is “Notice and Access”?  
  

“Notice and access” generally refers to rules governing how companies must provide proxy 
materials. Under the notice and access model, a company may select either of the following two options 
for making proxy materials available to stockholders:  
  

  

•  the full set delivery option; or 

  

•  the notice only option. 

  

 
A company may use a single method for all its stockholders, or use full set delivery for some while 
adopting the notice only option for others.  
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What is the Full Set Delivery Option?  
  

Under the full set delivery option, a company delivers all proxy materials to its stockholders. This 
delivery can be by mail or, if a stockholder has previously agreed, by e-mail. In addition to delivering 
proxy materials to stockholders, the company must also post all proxy materials on a publicly accessible 
website and provide information to stockholders about how to access that website.  
  

What is the Notice Only Option?  

Under the notice only option, a company must post all its proxy materials on a publicly accessible 
website. However, instead of delivering its proxy materials to stockholders, the company delivers a 
Notice of Internet Availability of Proxy Materials. The notice includes, among other matters:  
 

  

• information regarding the date and time of the meeting of stockholders as well as the items to be 
considered at the meeting; 

  

• information regarding the website where the proxy materials are posted; and 

  

• various means by which a stockholder can request paper or e-mail copies of the proxy materials. 
 

 
If a stockholder requests paper copies of the proxy materials, these materials must be sent to the 

stockholder within three business days via first class mail.  
 

In connection with its Annual Meeting, NetREIT has elected to use the Notice Only option. 
Accordingly, you should have received the NetREIT Notice of Internet Availability of Proxy Materials by 
mail which included instructions on how to access and view the materials, vote online, or request a paper 
copy of the Proxy Statement and the our Annual Report on Form 10-K for the year ended December 31, 
2013.  
 

You may access your proxy materials, including our Annual Report and proxy card online by 
going to www.proxyvote.com.  If you prefer a paper copy of the proxy materials, you may request one by 
calling 1-800-579-1639.  You will have the opportunity to make a request to receive paper copies for all 
future meetings or only for the 2014 Annual Meeting. 
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PURPOSE OF THE MEETING 

                    

At the Annual Meeting, the stockholders of the Company will be asked:  

Proposal 1: To elect eight (8) members to serve on our Board of Directors until the 2015 annual 
meeting of stockholders and until their respective successors are duly elected and qualify; 

  

Proposal 2: To consider and vote upon the ratification of the selection of Squar, Milner, Peterson, 
Miranda & Williamson, LLP as the Company’s independent registered public accounting 
firm for the fiscal year ending December 31, 2014; 

  

Proposal 3 To consider and vote upon the transaction of such other business as may properly come 
before the meeting or any postponement or adjournment thereof. 

 
QUORUM 

 
The presence, in person or by proxy, of stockholders entitled to cast a majority of the votes 

entitled to be cast on a matter will constitute a quorum at the Annual Meeting. Votes “for” and “against,” 
“abstentions” and “broker non-votes” will all be counted as present to determine whether a quorum has 
been established.  If a quorum is not present, the chairman of the meeting or the stockholders entitled to 
vote at the Annual Meeting, present in person or by proxy, may adjourn the Annual Meeting to a date not 
more than sixty (60) days after the original record date without notice other than announcement at the 
meeting.  The persons named as proxies will vote in favor of any such adjournment.   

 
VOTING RIGHTS 

 
Only holders of record of outstanding shares of our common stock at the close of business on 

April 15, 2014 are entitled to receive notice of, and to vote at, the Annual Meeting or any postponement 
or adjournment of the meeting.  As of the record date, there were issued and outstanding 16,616,764 
shares of common stock.  Each share of common stock entitles the holder thereof to one vote for as many 
individuals as there are directors to be elected at the Annual Meeting and one vote on each other matter 
properly brought before the Annual Meeting. 

 
VOTING PROCEDURES 

 
An abstention from voting on any proposal and broker non-votes are considered present for the 

purpose of determining the presence of a quorum.  A “broker non-vote” occurs when a bank, broker, or 
other holder of record holding shares for a beneficial owner does not vote because that holder does not 
have discretionary voting power and has not received voting instructions from the beneficial owner. 
Brokers no longer have the discretion to vote your shares without receiving voting instructions from you 
in an uncontested election of directors.  This is a very important change to the process that many investors 
may have relied on when considering whether to return voting instructions. As a result, if you don’t 
complete the voting instructions, your votes will not be cast for the election of directors.   
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Telephone and Internet voting for stockholders of record will be available 24-hours a day, and 

will close at 11:59 p.m., P.D.T., on Thursday, June 29, 2014.  Attendance at the Annual Meeting will not 
revoke a previously submitted proxy unless you actually vote in person at the meeting.  For shares you 
hold beneficially in street name, you may change your vote by submitting a new voting instruction to 
your broker or other nominee following the instructions they provided, or, if you have obtained a legal 
proxy from your broker or other nominee giving you the right to vote your shares, by attending the 
Annual Meeting and voting in person. 

VOTE REQUIRED 
 
 Voting for the election of directors in Proposal 1 will be cumulative if, prior to commencement of 
the voting, a stockholder gives us notice of his or her intention to cumulate votes.  If any stockholder 
gives such a notice, then every stockholder will be entitled to such rights, in which case, you may 
cumulate your total votes and cast all of your votes for any one or a combination of director nominees.  In 
cumulative voting, your total votes equal the number of director nominees multiplied by the number of 
shares of common stock that you are entitled to vote.  In the event that a quorum is not present and the 
meeting is not convened, each of the Company’s current directors will remain in office and continue to 
serve until their successors are duly elected and qualify.  You may vote either FOR all of the nominees, 
WITHHOLD your vote from all of the nominees, or WITHHOLD your vote from any one or more of the 
nominees.  If you elect to withhold authority for any individual nominee or nominees, you may do so by 
making an “X” in the box marked “FOR ALL EXCEPT,” and by writing the name(s) of such nominee or 
nominees on the applicable proxy card.  In the event of cumulative voting, the eight (8) nominees for the 
Board who receive the most votes will be elected.  If no stockholder provides notice of an intention to 
cumulate votes in the election of directors, directors will be elected by the affirmative vote of the holders 
of a majority of the outstanding shares of common stock entitled to vote at the Annual Meeting.  In the 
event of cumulative voting, abstentions and broker non-votes, if any, will have no effect on the result of 
the vote, although they will be considered present for the purpose of determining the presence of a 
quorum.  In the event that votes are not cumulated in the election of directors, abstentions and broker non-
votes, if any, will have the same effect as votes against the director nominees. 
 
Approval of Proposal 2 requires the affirmative vote of a majority of the shares of common stock 
represented in person or by proxy at the Annual Meeting and entitled to vote thereon.  Abstentions and 
broker non-votes, if any, will be considered present for the purpose of determining the presence of a 
quorum and, therefore, will have the same effect as a vote against the proposal.   
 
    

 
SOLICITATION OF PROXIES 

 
If you cannot attend the meeting, the accompanying proxy card should be used to instruct the 

persons named as proxies to vote your shares in accordance with your directions. The persons named in 
the accompanying proxy card will vote shares represented by all valid proxies in accordance with the 
instructions contained therein. In the absence of instructions, shares represented by properly executed 
proxies will be voted FOR the election of the eight (8) individuals designated hereinafter as nominees for 
the Board, FOR ratification of the selection of Squar, Milner, Peterson, Miranda & Williamson, LLP as 
the Company’s independent registered public accounting firm for the year ending December 31, 2014.  
As to any other business which may properly come before the Annual Meeting and be submitted to a vote 
of the stockholders, proxies received by the Board of Directors will be voted in the discretion of the 
named proxy holders.  
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Attendance at the Annual Meeting will not revoke a previously submitted proxy unless you 
actually vote in person at the meeting.  For shares you hold beneficially in street name, you may change 
your vote by submitting a new voting instruction to your broker or other nominee following the 
instructions they provided, or, if you have obtained a legal proxy from your broker or other nominee 
giving you the right to vote your shares, by attending the Annual Meeting and voting in person. 

 
 
If you are a stockholder of record, you may revoke a proxy at any time before it is voted at the 

Annual Meeting by: 
 

  

(a)  delivering a proxy revocation or another duly executed proxy bearing a later date to the Secretary of 
the Company at 1282 Pacific Oaks Place, Escondido, CA 92029; or 

  

(b) attending the Annual Meeting and voting in person; or 

  

(c) authorizing a proxy to vote via the Internet or by telephone with new voting instructions. 

 
 
The expense of soliciting proxies, including the cost of preparing and mailing the Notice of 

Internet Availability of Proxy Materials for the Stockholders Meeting, the Annual Report, and the cost of 
Internet and telephone posting and voting will be paid by the Company.  In addition to solicitation by 
mail, our directors, officers and employees and representatives from Broadridge Financial Solutions, Inc., 
c/o Broadridge, 51 Mercedes Way, Edgewood, NY 11717, may solicit proxies by telephone, Internet or 
otherwise.  Our directors, officers and employees will not be additionally compensated for the 
solicitation, but may be reimbursed for their out-of-pocket expenses.  The Company will pay Broadridge 
Financial Solutions, Inc. a fee to maintain the Internet and telephone voting services and perform the 
solicitation of proxies.  Brokerage firms, fiduciaries and other custodians who forward soliciting material 
to the beneficial owners of shares held of record by them will be reimbursed for their reasonable expenses 
incurred in forwarding such materials.  Broadridge Financial Solutions will receive a fee of approximately 
$12,000 for its services and will be reimbursed for its out-of-pocket expenses, but did not require the 
Company to advance any payment in anticipation of incurring those costs.  

 
CONFIDENTIALITY 

 
The Company will keep all the proxies, ballots and voting tabulations private, except as necessary 

to meet applicable legal requirements.  We will permit the Inspector of Elections, Broadridge Financial 
Solutions and our outside legal counsel to examine these documents.  The Company will, however, 
disclose the total votes received for and against each proposal in a Form 8-K filing following the Annual 
Meeting as required by law.   
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ELECTRONIC DELIVERY OF COMPANY STOCKHOLDER COMMUNICATIONS 

 
Company stockholders will be able to view the Proxy Statement and Annual Report over the 

Internet instead of receiving paper copies in the mail.  The Company has chosen this option to save the 
Company the cost of producing and mailing these documents and to conserve natural resources.  Please 
follow the instructions provided in your Notice of Internet Availability of Proxy Materials and on your 
proxy card or the instructions provided when you authorize your vote over the Internet, by going to the 
website www.proxyvote.com.   

 
Important Notice Regarding the Availability of Proxy Materials for the Stockholders 

Meeting to Be Held on June 30, 2014.  The Proxy Statement and Annual Report to stockholders are 
available at www.proxyvote.com. 
 

ANNUAL REPORT AND FINANCIAL STATEMENTS OF THE COMPANY 

 
The annual report of the Company, containing financial statements for the fiscal year ended 

December 31, 2013, is included with this Proxy Statement and is available at www.proxyvote.com.  

 
PROPOSALS ON WHICH YOU MAY VOTE 

 WHETHER YOU PLAN TO ATTEND THE ANNUAL MEETING AND VOTE IN PERSON 

OR NOT, WE URGE YOU TO HAVE YOUR VOTE RECORDED. STOCKHOLDERS MAY SUBMIT 

THEIR PROXIES VIA THE INTERNET AT WWW.PROXYVOTE.COM OR VIA TELEPHONE AT 

1-800-690-6903. 

PROPOSAL 1 

 
ELECTION OF DIRECTORS 

  
 Pursuant to our Bylaws, the authorized number of members of the Board is acceptable at eight 
(8). 

 
 At the meeting, you will be asked to elect eight (8) members to the Board.  The following current 
directors will be up for re-election at the Annual Meeting:  William H. Allen, David T. Bruen, Shirley Y. 
Bullard, Larry G. Dubose, Kenneth W. Elsberry, Jack K. Heilbron, Sumner J. Rollings, and Thomas E. 
Schwartz.  For your review and consideration, a biography of each nominee for director is contained in 
this Proxy Statement under the section titled Corporate Governance – Director Nominees. The term of 
office of each individual elected to be a director of the Company will be until the next annual meeting of 
stockholders and until such individual’s successor is duly elected and qualifies.  If any unforeseen event 
prevents one or more of the nominees from serving as a director, your votes will be cast for the election of 
a substitute or substitutes selected by the Board.  In no event, however, can the proxies be voted for a 
greater number of individuals than the current size of the Board.   
 
DIRECTOR NOMINEES 

 
Set forth below are the names of the individuals nominated as directors, their ages, their offices in the 
Company, if any, their principal occupations or employment for at least the past five years, the length of 
their tenure as directors and the names of other public companies in which such persons hold or have held  
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Jack K. 
Heilbron 

Kenneth 
W. 
Elsberry 

Larry 
G. 
Dubose 

William 
H. 

Allen 

David 
T. 

Bruen 

Shirley 
Y. 

Bullard 

Sumner 
J. 

Rollings 

Thomas 
E. 

Schwartz 

Financial Expertise X X X X X X X 

Multi-
industry/Company 
Experience X X X X X 

Real Estate experience X X X X X X X 

Human Resource and 
Operation experience  X X X X X 

Director, officer or 
former officer of 
public company X X X X 

Officer or former 
officer of emerging 
company X X X X X X 

Community 
involvement X X X X X X X X 

Personal and 
professional integrity, 
ethics and values; X X X X X X X X 

Background in 
financial and 
accounting matters X X X X X X 
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DIRECTOR BIOGRAPHIES 
 
Name and (Age) 

    
Business Address 

 
 

William H. Allen (68)  1282 Pacific Oaks Place 
Escondido CA 92029 

  
 Mr. Allen was elected as a director of the Company in 2009 and has served as the Chair of the 
Audit Committee since March 2010.  For 28 years, Mr. Allen was employed with 
PricewaterhouseCoopers and was the tax partner in charge of the San Diego, California office until his 
retirement in 2000.  From 2002 to 2006, Mr. Allen served as Chairman of the Board of Directors for 
Arrowhead General Insurance, and was on the Board of Directors for The Copley Press, Inc. until January 
2010.  He is a member of the American Society of Certified Public Accountants, and the California 
Society of Certified Public Accountants.  Mr. Allen graduated from the University of Arizona with a 
Bachelor of Science degree in accounting.  Because of his prior experience as a director and his extensive 
financial background, the Nominating and Corporate Governance Committee determined that Mr. Allen is 
a qualified candidate for the Board. 

 
David T. Bruen (69)  1282 Pacific Oaks Place 

Escondido CA 92029 
  
 Mr. Bruen has served as a director of the Company since 2008.  Mr. Bruen retired in January 
2008 from San Diego National Bank after six years as a senior commercial lending officer. During the 
previous seventeen years, Mr. Bruen was in commercial lending for mid-size businesses in San Diego 
County for First Interstate Bank, Wells Fargo Bank, Mellon 1st Business Bank, and San Diego National 
Bank.  He is a Life Member of the Pacific Life Holiday Bowl Committee and has been a member of the 
Presidents Association for Palomar College, Financial Executives International, the San Diego MIT 
Enterprise Forum, and the Association for Corporate Growth.  Mr. Bruen is a graduate of San Diego State 
University and has an M.B.A. from the University of Southern California.  Because of his prior 
experience with banks and his achievements in the community, the Nominating and Corporate 
Governance Committee determined that Mr. Bruen is a qualified candidate for the Board. 
 
Shirley Y. Bullard (62) 

  
1282 Pacific Oaks Place 

Escondido CA 92029 
  
 Ms. Bullard has served as a director of the Company since December 2011 and is the Chief 
Administrative Officer and Vice President of Human Resources with The Ken Blanchard Companies, an 
international leadership and management training company based in Escondido, California, which she 
joined in 1998.  Prior to joining The Ken Blanchard Companies, Ms. Bullard served as the Director of 
Personnel Support Services and Director of Personnel Commission for the Poway Unified School 
District, a Public K-12 school district in North County San Diego, California.  Previously, Ms. Bullard 
provided 18 years of service with the U.S. Navy as Director of Labor Relations and Deputy Officer for 
Equal Opportunity/Affirmative Action.  From 1995 to 2008, Ms. Bullard served on the Board of Directors 
for Mission Federal Credit Union, and she is currently on the Board of Directors for the School for 
Integrated Academics and Technologies, a position she has held since 2005.  Ms. Bullard holds a Jurist 
Doctorate and a Bachelor of Science of Law degree from Thomas Jefferson School of Law.  Because of 
her prior experience in human resources and personnel matters, the Nominating and Corporate 
Governance Committee determined that Ms. Bullard is a qualified candidate for the Board. 
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Larry G. Dubose (64)  6605 Cypresswood Drive, Suite 185 

Spring, TX 77379 
  
 Mr. Dubose has served as a director of the Company since June 2005 and was Chairman of the 
Audit Committee until March 2010.  In connection with NetREIT entering into a management agreement 
with Dubose Model Homes, USA, Mr. Dubose became an employee of NetREIT on March 1, 2010 and 
has served as Chief Financial Officer, Treasurer, and a director of NetREIT Dubose Model Home REIT, 
Inc. since its organization. He has also served as Chief Executive Officer of NetREIT Advisors LLC, a 
wholly-owned subsidiary of the Company, since its inception. From 2008 to 2010, Mr. Dubose was 
President of Dubose Model Homes, USA, a residential real estate investment company headquartered in 
Houston, Texas that he founded in 1985, a position he also held until 2004.   Prior to forming that 
company, Mr. Dubose served as Vice President and Chief Financial Officer of a full service real estate 
brokerage company in Houston for six years. From June 1973 to February 1976, he served as a staff 
accountant with PricewaterhouseCoopers f/k/a Price Waterhouse.  Mr. Dubose graduated with a B.A. 
degree in Accounting from Lamar University in 1973.  Although not active at present, Mr. Dubose is a 
Certified Public Accountant in the state of Texas.  He also holds a real estate brokerage license.  Because 
of his prior experience in real estate and his extensive financial background, the Nominating and 
Corporate Governance Committee determined that Mr. Dubose is a qualified candidate for the Board. 
 
Kenneth W. Elsberry (75)  1282 Pacific Oaks Place 

Escondido CA 92029 
  
 Mr. Elsberry has served as the Company’s chief financial officer and treasurer since its inception 
and as a director until 2008 and commenced serving as a director again in 2010. Mr. Elsberry also has 
served as Vice President and Chief Financial Officer of NetREIT Advisors, LLC and NTR Property 
Management, Inc., the Company’s property management affiliate. He is a member of the California 
Society of Certified Public Accountants and American Institute of Certified Public Accountants. From 
December 2004 to October 2007, Mr. Elsberry served as chief financial officer of Trusonic, Inc., a startup 
technology company based in San Diego, California. Mr. Elsberry also served as a Director of the 
Centurion Counsel Funds, an investment company registered under the Investment Company Act of 1940, 
from March 10, 2001 until 2005 and was formerly the chief financial officer and a Director of Centurion 
Institutional Services. From 1994 until its dissolution in 1999, Mr. Elsberry served as chief financial 
officer of Clover Income and Growth REIT (“Clover REIT”). Mr. Elsberry received his Bachelor of 
Science degree in accounting from Colorado State University. Because of his extensive experience in 
accounting and financial services, the Nominating and Corporate Governance Committee determined that 
Mr. Elsberry is a qualified candidate for the Board. 
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Jack K. Heilbron (63)  1282 Pacific Oaks Place 

Escondido CA 92029 
  
 
 Mr. Heilbron has served as a director and officer of the Company since its inception.  Mr. 
Heilbron also has served as Chairman of the Board of Directors and President and Chief Executive 
Officer of NetREIT Dubose Model Home REIT, Inc. since its inception, and has served as President of 
NetREIT Advisors, LLC and NTR Property Management, Inc. since their inceptions. Mr. Heilbron was a 
founding officer, director, and shareholder of the former CI Holding Group, Inc. and of its subsidiary 
corporations (Centurion Counsel, Inc., Bishop Crown Investment Research Inc., PIM Financial Securities 
Inc., Centurion Institutional Services Inc. and CHG Properties, Inc.) and currently serves as CEO and 
Chairman of Centurion Counsel, Inc., a licensed investment advisor.  He also served as a director of the 
Centurion Counsel Funds, an investment company registered under the Investment Company Act of 1940, 
from March 10, 2001 until 2005.  From 1994 until its dissolution in 1999, Mr. Heilbron served as the 
Chairman and/or Director of Clover REIT. Mr. Heilbron graduated with a B.S. degree in Business 
Administration from California Polytechnic College, San Luis Obispo, California.  Because of his prior 
experience as a director and his experience with other REITs, the Nominating and Corporate Governance 
Committee determined that Mr. Heilbron is a qualified candidate for the Board. 
 
Sumner J. Rollings (65)  1282 Pacific Oaks Place 

Escondido CA 92029 
  
 Mr. Rollings has served as a director of the Company since April 2001 and is the current Chair of 
the Nominating and Corporate Governance Committee. He also served as a director of the Centurion 
Counsel Funds, an investment company registered under the Investment Company Act of 1940, from 
March 10, 2001 until 2005. Since 2001, Mr. Rollings has owned and operated the Wagon Wheel 
Restaurant as the CEO of Rolling Wheel Restaurant, Inc., in Escondido, California.  From May 1999 to 
May 2001 Mr. Rollings served as sales executive for Joseph Webb Foods of Vista, California and 
previously from 1985 to 1999, as sales executive for Alliant Food Service Sales.  Because of his 
experience owning and operating a business, the Nominating and Corporate Governance Committee 
determined that Mr. Rollings is a qualified candidate for the Board. 
 
Thomas E. Schwartz (77) 
 
 

 1282 Pacific Oaks Place 
Escondido CA 92029 

 Mr. Schwartz has served as a director of the Company since April 2001.  He also served as a 
Director of the Centurion Counsel Funds, an investment company registered under the Investment 
Company Act of 1940, from March 10, 2001 until 2005. Mr. Schwartz is currently a member of the 
Financial Planning Association and the National Association of Insurance and Financial Advisors. Since 
March 1999, he has served as a Director of Gold Terra, Inc., a closely-held Nevada corporation which 
participates in mining operations for gold, silver and other valuable mineral deposits. Mr. Schwartz 
became a Certified Financial Planner in 1990 and an Independent Certified Financial Planner in 2001 but 
is now retired.  Because of his prior experience as a director and his extensive financial qualifications, the 
Nominating and Corporate Governance Committee determined that Mr. Schwartz is a qualified candidate 
for the Board. 
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RECOMMENDATION OF THE BOARD OF DIRECTORS 
 
 Our Board unanimously recommends that stockholders vote FOR each of the nominees set 

forth above. 

 

CORPORATE GOVERNANCE 

INFORMATION REGARDING THE BOARD OF DIRECTORS AND ITS COMMITTEES 

Policy Governing Communications with the Board of Directors 

  Stockholders and other interested parties may communicate with the Board or one or more 
members of the Board, including our Lead Independent Director or the non-management directors, as a 
group, by sending an email to krichman@netreit.com or in writing in care of the Corporate Secretary of 
NetREIT, Inc., at our principal office, 1282 Pacific Oaks Place, Escondido, California, 92029.  All 
appropriate correspondence will be promptly forwarded by the Secretary to director or directors for whom 
it is intended. 

Board Committees 

 
 The Board has adopted a charter for each of the Audit Committee, the Compensation Committee, 
and the Nominating and Corporate Governance Committee.  The Board may, from time to time, establish 
certain other committees to facilitate the management of the Company.  The Company has also adopted 
Corporate Governance Guidelines.  The Committee Charters are posted on the Company’s website at 
www.netreit.com and will be provided without charge upon request to the Corporate Secretary, NetREIT, 
Inc., 1282 Pacific Oaks Place, Escondido, California, 92029.  The information contained on the 
Company’s website is not incorporated by reference into and does not form a part of this Proxy 
Statement. The table below indicates the members and chair of each Board Committee. 
 

  Audit Compensation 
Nominating and Corporate 

Governance 

William H. Allen Chair     

David T. Bruen x     

Shirley Y. Bullard   Chair x 

Sumner J. Rollings   x Chair 

Thomas E. Schwartz   x 

 
Board Independence 

 
 The Board has determined that each of the Company’s current directors and nominees, except for 
Mr. Heilbron, Mr. Elsberry and Mr. Dubose, has no material relationship with the Company (either 
directly or as a partner, stockholder or officer of an organization that has a relationship with the 
Company) and is “independent” within the meaning of the and the Company’s director independence 
standards.  The Board established and employed the following categorical standards (which are at least as 
restrictive as the “independent” standards of the NYSE MKT Rules) in determining whether a 
relationship is material and thus would disqualify such director from being independent:  
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• The director is, or has been within the last three (3) years, an employee of the Company or of any of 
its subsidiaries; 

  

• An immediate family member of the director is, or has been within the last three (3) years, an 
executive officer of the Company or any of its subsidiaries; 
 

  

• The director (or an immediate family member of the director) received during any twelve-month 
period within the last three (3) years, more than $120,000 in direct compensation from the Company 
and/or any of its subsidiaries, other than director and committee fees and pension or other forms of 
deferred compensation for prior service (provided such compensation is not contingent in any way on 
continued service); 
 

  

• The director was affiliated with or employed within the last three (3) years by the Company’s present 
or former (internal or external) auditor or an immediate family member of the director was affiliated 
with or employed in a professional capacity by the Company’s present or former (internal or external) 
auditor; 

  

• The director (or an immediate family member of the director) is, or has been within the last three (3) 
years, employed as an executive officer of another company where any of the Company’s executives 
serve or served on that company’s compensation committee; 

  

• The director is a current employee, or an immediate family member of the director is a current 
executive officer of another company that made payments to, or received payments from the Company 
or any of its subsidiaries for property or services in an amount which, in any of the last three (3) fiscal 
years, exceeds the greater of $200,000, or five percent (5%) of such other company’s consolidated 
gross revenues;  

  

• The director (or an immediate family member of the director) was, within the last three (3) years, an 
affiliate or executive officer of another company which was indebted to the Company, or to which the 
Company was indebted, where the total amount of either company’s indebtedness to the other was five 
percent (5%) or more of the Company’s total consolidated assets or the total consolidated assets of the 
company on which he or she served as an affiliate or executive officer; 

  

• The director (or an immediate family member of the director) was, within the last three (3) years, an 
officer, director or trustee of a charitable organization where the Company’s (or an affiliated charitable 
foundation’s) annual discretionary charitable contributions to the charitable organization exceeded the 
greater of $1 million or five percent (5%) of that organization’s consolidated gross revenues. 

 
An “Affiliate” includes any person beneficially owning in excess of 10% of the voting power of, 

or a general partner or managing member of, a company. 
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Meetings and Attendance 
 
 The Board met four (4) times during 2013 and the various committees of the Board met a total of 
seven (7) times.  For the 2013 fiscal year, all directors attended at least 75% of the total number of 
meetings of the Board and of the committees of the Board on which the director served during the year.  
Although the Company has no policy with regard to Board members’ attendance at the Company’s annual 
meeting of stockholders, it is customary for, and the Company expects, all Board members to attend. 
Eight Board members attended the June 7, 2013 Annual Stockholder’s Meeting which was adjourned to 
July 26, 2013.To ensure free and open discussion among the Independent Directors of the Board, if 
necessary, the Independent Directors meet prior to each full Board meeting. 
 

Diversity 

Although our Company does not have a formal policy for the consideration of diversity in identifying 
nominees for director, our Nominating and Corporate Governance Committee recognizes the benefits 
associated with a diverse Board and strives to create diversity in the Board as a whole when identifying 
and selecting nominees.  Our Nominating and Corporate Governance Committee utilizes a broad 
conception of diversity, including diversity of professional experience, background, skills, areas of 
expertise and perspective. These factors, the additional factors described above under “Director 
Qualifications” and others that are considered useful by our Nominating and Corporate Governance 
Committee are reviewed in terms of assessing the needs of our Board at any particular point in time. Our 
Nominating and Corporate Governance Committee focuses on having a Board which collectively 
possesses a broad range of talent, skill, expertise and experience useful to the effective oversight of our 
Company’s business and affairs. On an annual basis, as part of our Board’s self-evaluation, our Board 
assesses whether the overall mix of our Board members is appropriate for our Company. 

Board Leadership Structure and Role in Risk Oversight 

 The Company believes the chosen leadership structure is the most appropriate for the Board’s 
size and business.  Since our inception, Mr. Jack K. Heilbron has served as both Chairman of the Board 
and Chief Executive Officer.  The Company also has a Lead Independent Director, currently Mr. William 
Allen, Chair of the Audit Committee.  As Lead Independent Director, Mr. Allen is able to monitor and 
address any compliance issues, improprieties, or ethical considerations, including anonymous 
submissions by Company employees, outside of the chain of senior management. 

 The Board believes the combined role of Chairman and Chief Executive Officer, together with a 
Lead Independent Director, is in the best interest of the Company because it provides the appropriate 
balance between strategic development and independent oversight of management.  
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Compensation Risk Assessment 

We believe that our compensation programs do not encourage unnecessary or excessive risk 
taking that could have a material adverse effect on our Company. In establishing and reviewing our 
executive compensation program, the Compensation Committee considers whether the program 
encourages unnecessary or excessive risk taking and has concluded that it does not. Base salaries are 
fixed in amount and thus do not encourage risk taking.  In addition, the Compensation Committee 
believes that the annual bonus program appropriately balances risk and the desire to focus executives on 
short-term goals important to our success without putting undue emphasis on any particular performance 
measure, and that it does not encourage unnecessary or excessive risk taking.  Furthermore, a significant 
portion of the compensation provided to our named executive officers is in the form of equity awards that 
are important to help further align executives’ interests with those of our stockholders.  The 
Compensation Committee believes that these awards do not encourage unnecessary or excessive risk 
taking since the ultimate value of the awards is tied to the value of our stock, and since grants are subject 
to vesting or retention schedules to help ensure that executives always have significant value tied to our 
long-term stock performance. 

 
Code of Ethics and Business Conduct 

 
 The Board has adopted a Code of Ethics and Conduct (“Code”) for the Company that applies to 
all officers and employees, including its principal executive officer, principal financial officer, vice-
president finance, and controller.  The Code is posted under the “Company” section of the Company’s 
web site at www.netreit.com.  To the extent required by applicable SEC rules, we intend to post any 
future amendments to, or waivers from, the Code promptly following the date of such amendment or 
waiver on our website at www.netreit.com under “Company.” 
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Nominating and Corporate Governance Committee 
 

 The Nominating and Corporate Governance Committee of the Board of Directors of NetREIT, 
Inc. is comprised of Mr. Sumner J. Rollings (Chairman),  Mr. Thomas E. Schwartz, and Ms. Shirley Y. 
Bullard.  All the members of the Nominating and Corporate Governance Committee are “independent” 
within the meaning of the NYSE MKT Rules and the Company’s director independence standards.   The 
Nominating and Corporate Governance Committee met once during 2013.  The Nominating and 
Corporate Governance Committee’s principal responsibilities include: 

 
 

• Reviewing the purpose, structure and membership of the committees of the Board; 

  

• Reviewing the succession planning for the Company’s executive management; 

  

• Assisting the Board in developing and implementing the Company’s corporate governance guidelines; 

  

• Considering questions of possible conflicts of interest of the Board members, as such questions arise; 

  

• Determining the size, needs and composition of the Board and its committees; 

  

• Monitoring a process to assess the effectiveness of the Board; and 

  

• Recommending nominations to the full Board. 

Stockholder Nominations for Directors 

  
 The Nominating and Corporate Governance Committee’s policy is to consider candidates 
recommended by stockholders.  The stockholder must submit a resume of the candidate and an 
explanation of the reasons why such stockholder believes the candidate is qualified for service on the 
Board and how the candidate satisfies the Board criteria noted above.  The stockholder must also provide 
such other information about the candidate as would be required by the rules of the U.S. Securities and 
Exchange Commission (the “SEC”) to be included in a proxy statement.  In addition, the stockholder 
must include the consent of the candidate to serve as a director if elected and describe any arrangements 
or undertakings between the stockholder and the candidate regarding the nomination.  The stockholder 
must submit proof of ownership of the Company’s shares of stock.  See “Stockholder Proposals for 2015 
Annual Meeting” in this Proxy Statement. All communications are to be directed to the Chairman of the 
Nominating and Corporate Governance Committee, c/o the Corporate Secretary, NetREIT, Inc. 1282 
Pacific Oaks Place, Escondido, California, 92029.  Properly submitted stockholder recommendations will 
be evaluated by the Nominating and Corporate Governance Committee using the same criteria used to 
evaluate other director candidates. 
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Compensation Committee 
 
 During 2013, the Compensation Committee was comprised of Ms. Shirley Y. Bullard (Chair), 
Mr. Bruce A. Staller, and Mr. Sumner J. Rollings.  All of the members of the Compensation Committee 
are “independent” within the meaning of the NYSE MKT Rules and the Company’s director 
independence standards.  The Compensation Committee met once during 2013.  The Compensation 
Committee’s principal responsibilities include: 
 

• Ensuring that the total compensation paid to our executive leadership team is fair, reasonable and 
competitive; 

 

• Assessing the Company’s financial and non-financial performance against a number of factors it 
considers significant and relevant;  

  

• Evaluating the executive officers’ performance and setting their compensation levels; 

  

• Reviewing and providing oversight of the Company’s compensation philosophy and approving the 
establishment of competitive targets for all equity-based plans requiring stockholder approval; 

  

• Reviewing the design and management of the significant employee benefits programs; and 

  

• Reviewing eligibility criteria and award guidelines for corporate-wide compensation programs that 
management level employees participate in, including bonus plans, stock option and other equity-
based programs, deferred compensation plans and any other cash or stock incentive programs. 

 
 The Compensation Committee reviews and approves the Company’s executive compensation 
philosophy to ensure that it is aligned with the Company’s business strategy and objectives, encourages 
high performance, promotes accountability and assures that employee interests are aligned with the 
interests of the Company’s stockholders.  
 

COMPENSATION NARRATIVE 

Overview of Compensation Program  

The Compensation Committee is responsible for establishing, implementing and continually monitoring 
adherence with our compensation philosophy. The Compensation Committee ensures that the total 
compensation paid to our executive leadership team is fair, reasonable, and competitive. Generally, the 
types of compensation and benefits provided to members of our executive leadership team, including the 
named executive officers, are similar to those provided to other executive officers of other REITs. The 
following Compensation Narrative explains our compensation philosophy, objectives, policies, and 
practices with respect to our named executive officers to whom we refer to collectively as our “Executive 
Officers”, as determined in accordance with applicable SEC rules.  
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Compensation Objectives and Philosophy  

The Compensation Committee believes that the most effective executive compensation program is one 
that is designed to reward the achievement of specific annual, long-term and strategic goals by the 
Company and that aligns executives’ interests with those of the stockholders by rewarding performance 
above established goals with the ultimate objective of improving stockholder value. The Compensation 
Committee evaluates both performance and compensation to ensure that we maintain our ability to attract 
and retain employees in key positions with superior ability, experience and leadership capability and that 
compensation provided to key employees remains competitive relative to the compensation paid to 
similarly situated executives of our peer companies. To that end, the Compensation Committee believes 
that executive compensation packages provided by us to our executives, including our Executive Officers, 
should include both cash and share-based compensation that rewards performance measured against 
established goals.  

The Compensation Committee believes that measures such as growth in assets and number of properties, 
rental income, and funds from operations (“FFO”)1 play an important part in setting compensation; 
however, the Compensation Committee also recognizes that often outside forces beyond the control of 
management, such as economic conditions, capital market conditions, changing retail and real estate 
markets and other factors, may contribute to less favorable near-term results. The Compensation 
Committee also strives to assess whether management is making appropriate strategic decisions that will 
allow us to succeed over the long term and build long-term stockholder value. These may include 
ensuring that we have the appropriate leasing and acquisition pipelines to ensure a future stream of 
recurring and increasing revenues, assessing our risks associated with real estate markets and tenant 
credit, managing our debt maturities, and determining whether our staffing and general and administrative 
expense is appropriate given our projected operating requirements.  

Role of Executive Officers in Compensation Decisions  

The Compensation Committee makes compensation decisions with respect to the compensation of Mr. 
Jack K. Heilbron, our Chairman, President and Chief Executive Officer, Mr. Kenneth W. Elsberry, our 
Chief Financial Officer, and Mr. Larry Dubose, CFO & Treasurer of NetREIT Dubose Model Home 
REIT, Inc., and Chief Executive Officer of NetREIT Advisors LLC, and establishes the general 
parameters within which it establishes the compensation for our other Executive Officers and senior 
management team. The Compensation Committee also approves recommendations regarding equity 
awards to all of our other officers and employees.  

                                                           
1 FFO is widely used as a key measure of financial performance by REITs. The National Association of Real Estate Investment 

Trusts (“NAREIT”) defines FFO as net income (loss) (computed in accordance with generally accepted accounting principles), 

excluding gains (or losses) from extraordinary items and sales of depreciated operating properties, plus real estate related 

depreciation and amortization, impairment write-downs of real estate and write-downs of investments in an affiliate where the 

write-downs have been driven by a decrease in value of real estate held by the affiliate and after adjustments for unconsolidated 

joint ventures. For a reconciliation of FFO to net income, see “Management’s Discussion and Analysis of Financial Condition 

and Results of Operations—Non-GAAP Supplemental Financial Measure: Funds From Operations (“FFO”)” in our Annual 

Report on Form 10-K for the year ended December 31, 2013. 



19 

 

 

Mr. Heilbron reviews the performance of our Executive Officers and management team annually and 
makes recommendations to the Compensation Committee with respect to salary adjustments, bonuses and 
equity award amounts. The Compensation Committee can exercise its discretion in modifying any 
recommended adjustment or award. The Compensation Committee also reviews the performance of our 
Executive Officers.  

Peer Groups for Executive Compensation Purposes  

The Compensation Committee reviewed a comprehensive schedule of publicly-traded REITs based on 
information contained in their 2014 proxy statements on SEC Schedule 14A to assist it in considering the 
compensation for our Executive Officers and in determining an appropriate peer group of REITs in 
connection therewith. The initial REIT peer group had total capitalization ranging from approximately 
$128 million to $478 million. There is no public market for NetREIT securities, therefore, total 
capitalization for NetREIT is not readily available but is less than maximum of the initial peer group. 
Accordingly, we further refined the peer group for compensation purposes to those companies that more 
closely approximated our total capitalization. The refined peer group average capitalization was $279 
million dollars. The average total compensation for the refined peer group was approximately $897,000 
and $427,000 for their Chief Executive Officer and Chief Financial Officer, respectively.  

As some of our peer group still has a greater capitalization than NetREIT, we have further discounted our 
compensation metrics in order to more appropriately compare our compensation metrics to the peer 
group.  

Comparison of Executive 
Compensation to Peer Group       

        

  
Jack 

Heilbron 
Larry 

Dubose 
Kenneth 
Elsberry 

        

Base Salary $286,650 $264,600 $194,922 

Cash Bonus 105,000 75,000 80,000 

Stock 100,000 75,000 75,000 

Other 68,950 36,100 18,533 

        

Total Compensation $560,600 $450,700 $368,455 

        

Peer Group Average $897,000 $897,000 $427,000 

As we are able to grow our capitalization in relation to the peer group, it is anticipated that this additional 
discount will be reduced and that, as our total capitalization becomes more comparable, we will not utilize 
the discount.  
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Total Compensation  

In setting compensation for our Executive Officers and management team, the Compensation Committee 
focused on total annual compensation as well as the components of total annual compensation. For this 
purpose, total annual compensation consists of base salary, cash incentives at target levels of 
performance, and long-term equity incentive compensation in the form of restricted stock. In setting the 
total annual compensation for our Executive Officers, the Compensation Committee evaluates market 
data and information on the performance of each Executive Officer for the prior year and as compared to 
the peer group. This evaluation is comprised of both quantitative assessment as well as qualitative 
assessment. In order to remain competitive in the marketplace for executive talent, the target levels for the 
total annual compensation of our Executive Officers and management team are less than the average of 
the peer group. We believe that this is an appropriate target that contemplates both the quantitative and 
qualitative elements of each position and rewards for performance. In addition, each Executive Officer 
has corporate level quantitative goals, qualitative strategic goals and team oriented goals. The 
Compensation Committee believes that this approach allows us to attract and retain skilled and talented 
executives to guide and lead our business and supports a “pay for performance” culture.  

Annual Cash Compensation  

Base Salary. Each of our Executive Officers receives a base salary to compensate him for services 
performed during the year. When determining the base salary for each of our Executive Officers, the 
Compensation Committee considers the market levels of similar positions, discounted for size, at the peer 
group companies, the performance of the Executive Officer, the experience of the Executive Officer in his 
position, and the other components of compensation and total compensation. The base salaries of our 
Executive Officers are established by the terms of their employment agreements. The Executive Officers 
are eligible for annual increases in their base salaries as determined by the Compensation Committee.  

Annual Non-Equity Compensation. The Compensation Committee’s practice is to provide a significant 
portion of each Executive Officer’s compensation in the form of an annual cash bonus. These annual 
bonuses are primarily based upon quantifiable company performance objectives. This practice is 
consistent with our compensation objective of supporting a performance-based environment. The 
Compensation Committee makes an annual determination as to the appropriate split between company-
wide and executive specific goals based upon its assessment of the appropriate balance. Each year, the 
Compensation Committee sets for the Executive Officers the threshold, target and maximum bonus that 
may be awarded to those officers if the threshold goals are achieved.  
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For 2013, the Compensation Committee established the following goals for Mr. Heilbron and set a target 
cash bonus of 60% of base salary:  

2013 Goal 

 

 

2013 Actual 

 

% of 
Company 

Goal 

 

Incentive paid, 
as Percentage 
of Base Salary 

 

Increase FFO   Partially Achieved   50%        21.5% 

Strategic initiatives 
and advancement toward IPO 
 

 Created and partially implemented 
 

 25%  7.5%  

Execute 
established debt and 
equity plans 

 Partially achieved  25%  7.5%  

 

For 2013, the Compensation Committee established the following goals for Mr. Ken Elsberry, Chief 
Financial Officer and set a target cash bonus of 60% of base salary:  

2013 Goal 2013 Actual 

% of 
Company 

Goal 

Incentive paid, 
as Percentage 
of Base Salary 

Increase FFO  Partially Achieved  45%     19.4%  

Execute established 
debt and equity plans 

 Partially Achieved  40%     12.4%  

Prepare budgets on a timely 
and accurate basis 

 Partially Achieved  5%     3.0%  

Strategic initiatives  Partially Achieved  5%     2.0%  

Increase revenue per 
employee 

Financial Reporting 

 Partially Achieved 

Partially Achieved 

 2% 

3% 

 

 

   1.5% 

1.5% 
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For 2013, the Compensation Committee established the following goals for Mr. Larry Dubose, CFO & 
Treasurer of NetREIT Dubose Model Home REIT, Inc., and Chief Executive Officer of NetREIT 
Advisors LLC, and set a target cash bonus of 50% of base salary:   

2013 Goal 2013 Actual 

% of 
Company 

Goal 

Incentive paid, 
as Percentage 
of Base Salary 

Increase FFO of 
NetREIT Dubose 

 Partially Achieved  30%    5.9% 

Execute and raise 
capital  
 
 

 Partially Achieved  20%   9.5% 

Renew loan with 
Bank and reduce 
rate. 

 Partially Achieved  15%   8.0% 

NetREIT Advisors 
perform to budget. 

 Partially Achieved  15%   5.0 

Increase builder 
pipeline  

 Partially Achieved  20%   0% 

 

Based upon actual achievements, the Compensation Committee awarded Mr. Heilbron $105,000, an 
amount which was 61% of his target bonus, Mr. Elsberry $80,000, which was 68% of his target bonus, 
and Mr. Dubose $75,000, which was 57% of his target bonus.   

Long-Term Incentive Compensation  

We award long-term equity incentive grants to our Executive Officers as part of our overall compensation 
package. These awards are consistent with our policies of fostering a performance-based environment and 
aligning the interests of our senior management with the financial interests of our stockholders. When 
determining the amount of long-term equity incentive awards to be granted, the Compensation Committee 
considered, among other things, the following factors, based upon current year performance and three-
year historical performance: our business performance, such as growth in FFO and performance of real 
estate assets (including, but not limited to, occupancy, same property net operating income growth and 
leasing spreads); the responsibilities and performance of the executive, such as how they performed 
relative to their delineated goals; value created for our stockholders, such as total stockholder return 
(defined as distributions plus capital appreciation for a given year or period) compared to sector average 
and net asset value; strategic accomplishment, such as identifying strategic direction for us, and market 
factors, such as navigating the current economic climate and the strength of the balance sheet and debt 
maturities.  
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We compensate our Executive Officers for long-term service to us and for sustained increases in our stock 
performance, through grants of restricted shares. In 2012 and prior years, these shares vested equally over 
three years for all officers. Beginning with stock grants in 2013, a larger number of restricted share were 
granted to all Executive Officers but the shares vest over a ten-year period, which the Compensation 
Committee believes appropriately aligns the interest of senior management with that of the stockholders. 
The aggregate value of the long-term incentive compensation granted is based upon established goals set 
by the Compensation Committee, including an assessment of FFO as compared to budgeted or targeted 
goals; FFO growth year over year as compared against the peer group; the identification of strategic 
initiatives, their execution and the anticipated long-term benefits to stockholders; and overall stockholder 
value and performance based upon the above metrics and in relation to the peer group performance.  

The Compensation Committee determines the number of shares of restricted stock and the period and 
conditions for vesting. The Compensation Committee awarded equity compensation to our Executive 
Officers and senior management team based primarily on the strategic initiatives and decisions made 
during 2013. On January 2, 2014, the Chief Executive Officer was granted 11,628 shares of restricted 
stock that vest over ten years, the Chief Financial Officer was granted 8,721 shares of restricted stock that 
vest over ten years, and the CFO & Treasurer of NetREIT Dubose Model Home REIT, Inc., and Chief 
Executive Officer of NetREIT Advisors LLC was granted 8,721 shares of restricted stock that vest over 
ten years.  

Perquisites and Other Personal Benefits  

We provide our Executive Officers with perquisites and other personal benefits that we and the 
Compensation Committee believe are reasonable and consistent with our overall compensation program 
to better enable us to attract and retain superior employees for key positions. The Compensation 
Committee periodically reviews the levels of perquisites and other personal benefits provided to the 
Executive Officers.  

We maintain a 401(k) retirement savings plan for all of our employees on the same basis, which provides 
matching contributions at the rate of 100% of the employee’s contributions up to 4% their salary. 
Executive Officers are also eligible to participate in all of our employee benefit plans, such as medical, 
dental, group life, disability and accidental death and dismemberment insurance, in each case on the same 
basis as other employees.  
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EXECUTIVE OFFICERS OF THE COMPANY 

 
Certain information about the current executive officers of the Company is set forth below, 

including their ages, their positions with the Company, their principal occupations or employment for at 
least the past five years, the length of their tenure as officers and the names of other public companies in 
which such persons hold or have held directorships during the past five years.  Each executive officer of 
the Company may be removed from office at any time by a majority vote of the Board with or without 
cause.   
  

Name of Officer (Age) Position With The Company Business Experience 

Jack K. Heilbron (63) Chairman of the Board, President and 
Director 

Please see “Director 
Nominees” for a description 
of Mr. Heilbron’s Principal 
Occupation. 

Kenneth W. Elsberry (75) Chief Financial Officer and Director Please see “Director 
Nominees” for a description 
of Mr. Elsberry’s Principal 
Occupation. 

Larry G. Dubose (64) CFO & Treasurer of NetREIT Dubose Model 
Home REIT, Inc., and Chief Executive 
Officer of NetREIT Advisors LLC 

Please see “Director 
Nominees” for a description 
of Mr. Dubose’s Principal 
Occupation. 

  
Our Compensation Committee has the authority to determine and approve the individual elements of total 
compensation paid to the Chief Executive Officer and other executives holding the title of senior vice 
president or higher.  The Compensation Committee reviews the performance and compensation of the 
Chief Executive Officer, and all of the executive officers named in this Proxy Statement.  Our Chief 
Executive Officer and President annually assist in the review of the compensation of the Company’s other 
executive officers. Our Chief Executive Officer makes recommendations with respect to salary 
adjustments, annual bonus and nonvested stock awards to the Compensation Committee based on his 
review and market data. 
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EXECUTIVE COMPENSATION 
 

The following table sets forth information concerning the compensation earned by the Company’s 
three most highly compensated executive officers for the fiscal years ended December 31, 2013 and 2012.     
 

 

                        
All 

Other     

                Stock       Comp-     

            Bonus   Awards   Options   ensation     

Name and Principal Position    Year    Salary    (1)   (2)    Awards   (4)   Total  

 
Larry G. Dubose   2013  $  264,600 $  75,000  $  75,000    $36,100 $  450,700 
CFO & Treasurer of NetREIT Dubose 
Model Home REIT, Inc.,   2012     252,000    100,000     75,000       39,589    456,589 
Chief Executive Officer of NetREIT 
Advisors LLC                             

          ,                    
Kenneth W. Elsberry    2013     194,922   80,000     75,000       18,533    368,455 
Chief Financial Officer   2012     185,640   100,00     75,000       21,195    381,835 
                             

Jack K. Heilbron    2013     286,650   105,000    100,000        68,950    560,600 

Chairman of the Board, President and   2012     273,000    125,000    100,000         73,755    571,755 
Chief Executive Officer                             
                              
         

 

(1) The bonuses shown were earned and paid in the year in which they are listed except the 2013 bonus which was 
paid in January of the following year. 

(2) The amounts shown represent the aggregate grant date value of awards granted during each fiscal year shown.  
This does not represent the compensation expense recognized for the fiscal years shown for financial statement 
reporting purposes.  For a discussion of the valuation assumptions used to determine the grant date fair values 
for awards granted in 2013 and 2012, see Note 6 to the Financial Statements included in the Company’s 
Annual Report on Form 10-K for the year ended December 31, 2013.   
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(3) 

 
 
The following table sets forth the components of Other Compensation included above paid by the Company: 

 

        Distri-       Group           Total of 
        butions    Matching    Term            All 
        Paid on    Contri-    Life    Auto       Other 
    

    
Re-

stricted   butions to   Insurance   Allow-   
Coun-

try   Comp- 

Name and Principal Position   Year   Stock   401k Plan   Payments   ance   Club   ensation 

 
Larry G. Dubose 
   

 
2013  $  7,667 $  11,120 $  5,313  $ 12,000   $  36,100 

Chief Financial Officer & Treasurer 
of  NetREIT   2012     5,634   16,284   5,670    12,000      39,588 
Dubose Model Home REIT, Inc., & 
CEO of NetREIT Advisors, LLC                   
                              
Kenneth W. Elsberry,   2013     7,667    -    3,666     7,200      18,533 

Chief Financial Officer   2012     5,634    -    8,361     7,200      21,195 
                             

 
Jack K. Heilbron,   

 
2013    9,240   15,465   

  
21,313    

14,712
   8,220    68,950 

Chairman of the Board, Chief    2012     4,907    16,736    22,408     9,652    7,690    61,393 

Executive Officer and President                   

 

 

Employment and Severance Agreements 

 We employ Mr. Heilbron as President and Chief Executive Officer of the Company, Mr. Elsberry 
as Chief Financial Officer of the Company, and Mr. Dubose as Chief Financial Officer of NetREIT 
Dubose Model Home REIT, Inc., and CEO of NetREIT Advisors, LLC pursuant to employment 
agreements, each effective as of January 1, 2011 and filed in their entirety with the SEC as exhibits to the 
Company’s Current Report on Form 8-K filed on January 24, 2011. Under their respective employment 
agreement, Messrs Heilbron, Elsberry, and Dubose are entitled to (a) a base annual salary, (b) an annual 
bonus compensation of up to 100% of base salary, (c) participation in the Company’s welfare benefit 
plans, practices, policies, and programs and (d) an automobile allowance.  The bonus compensation is 
awarded upon achievement of targets and other objectives established by the Board or the Compensation 
Committee for each fiscal year.   
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  As set by the January 1, 2011 agreements and as amended by the Board pursuant to those 
agreements, Mr. Heilbron’s annual salary rate is $286,650, Mr. Elsberry’s annual salary rate is $194,922, 
and Mr. Dubose annual salary rate is $264,600.  The Compensation Committee recommended and the 
Board approved increasing the annual salary rate for Messrs. Heilbron, Dubose and Elsberry by 
approximately the cost of living increase of 1.6% commencing January 1, 2014. Messrs. Heilbron and 
Elsberry’s employment agreements each have a three-year term, while Mr. Dubose’s employment 
agreement has a one-year term. The terms are extended automatically for additional one-year periods 
unless either the Company or the employee notifies the other party in writing not less than three (3) 
months prior to the last day of the employment term.  The agreements also provide that the executives 
will be entitled to certain compensation and benefits upon a qualifying termination of employment.  

Long-Term Incentive Compensation Awards 

 Stock awards are issued to our executive officers under our 1999 Incentive Award Plan at the 
Compensation Committee meeting in December of each year. Such stock awards are effective as of 
January of the following year. Prior to and including 2012, our stock awards vested evenly, on each 
anniversary of the grant date, over three (3) years or five (5) years. The stock awards granted as of 2013 
and for consecutive years thereafter will vest evenly over ten (10) years on December 31 of each year. 
Distributions are paid on the entirety of the grant from the grant date.  

 As of December 4, 2009, the Board adopted a 401(k) plan and discontinued the Simple IRA plan 
effective January 1, 2010.  All employees are eligible to participate except for part-time employees.  The 
Company matches the employee’s elective deferral up to four percent (4%) of the employee’s 
compensation.  In 2013, employees could contribute up to $17,500 of their salary, subject to annual limits 
under the Internal Revenue Code of 1986, as amended. 
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Outstanding Equity Awards at Fiscal Year End 
 
 The following table shows information regarding grants of stock options and grants of unvested 
stock awards outstanding on the last day of our fiscal year ended December 31, 2013 to each of the 
executive officers named in the Summary Compensation Table. 
 

                                    

                                    

  Option Awards (1)    Stock Awards (2)(3)(4)  

                                    

                                  Equity 

                              Equity   Incentive 

                              Incentive   Plan 

                              Plan   Awards: 

          Equity                   Awards:   Market 

          Incentive                   Number   or Payout 

           Plan           Number       of   Value of 

          Awards:           of         Unearned   Unearned 

          Number of           Shares       Shares,   Shares, 

  Number of   Number of               Or   Market    Units or    Units  

  Securities   Securities   Securities           Units   Value of   Other   or Other 

  Underlying   Underlying   Underlying       Option   That   Shares or   Rights    Rights 

  Unexercised   Unexercisable   Unexercised   Option   Expir-   Have   Units That   That Have   That 

  Options (#)   Options (#)   Unearned   Exercise   Ation    Not   Have Not   Not   Have Not 

Name Exercisable   Unexercisable   Options (#)   Price ($)   Date   Vested (3)   Vested (4)   Vested   Vested 

Larry G.                                   

 Dubose  -    -    -    -    -    9,787 $  37,712    -    - 
                                    
Kenneth W.                                    

 Elsberry   -    -    -    -    -  9,787    37,712    -    - 
                                                                        
Jack K.                                   

 Heilbron   -    -    -    -    -  12,403    40,212    -    - 

 

______________________ 

(1) No options have been granted since 2005. 
(2) The amounts in this column represent the stock awards held at December 31, 2013 that were granted on 

January 2, 2012 and 2013.   
(3) Messrs. Dubose, Elsberry, and Heilbron’s restricted stock awards vest according to the following schedule: 

3,513 shares vest on December 31, 2013 and 1,938 shares vest on December 31, 2013.   
(4) Since there is no public trading in the company’s stock, the market value has been calculated using $8.60 per 

share, which represents the approximate amount of net proceeds per share received from the offering price of 
$10 in the Company’s private placement offering that terminated on December 31, 2011, multiplied by the 
number of outstanding restricted stock awards for each named executive officer. 
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Compensation of the Company’s Directors 
 

The Company compensates the directors primarily with awards of restricted stock and/or stock 

options.  The Company may also compensate them with cash or other future payments.  The directors 

receive reimbursement of reasonable out-of-pocket expenses incurred in connection with attendance at 

meetings of the Board or committees of the Board.  Where a director is also an officer of the Company, 

such director is not paid separate compensation for services rendered as a director.  The non-employee 

directors received the following aggregate amounts of compensation for the year ended December 31, 

2013. 

                         Non-           

          Fees           Non-Equity   qualified           

          
Earne

d            Incentive   Deferred   
All 

Other       

          Or   Stock       Plan   Comp-   Comp-       

          
Paid 

in   
Award

s   Option   Comp-   ensation   
Ensatio

n       

Name    Year     
Cash 

(1)   (2)   
Award

s    ensation    Earnings   (3)     Total  

                                      

William H. Allen    2013   $ 20,000 $  40,000 $  - $  -  $  - $  4,783   $ 64,783 

    2012     16,667   33,333    -    -     -    4,076     54,076 
                                      

David T. Bruen   2013     20,000   40,000    -    -     -    4,596     64,596 

    2012     16,667  33,333    -   -    -   4,188     54,188 
                                     
Shirley Y. Bullard  2013   20,000 40,000      3,407  63,407 
                                           2012     -    54,167                   2,930      57,097  

Sumner J. Rollings   2013    20,000   40,000    -    -     -    4,596     64,596 

    2012     16,667   33,333    -    -     -    3,890     53,890 
                                      Thomas E. 
Schwartz    2013     20,000   40,000    -    -     -    4,596     64,596 

    2012     16,667  33,333    -    -     -    3,890     53,890 
                                      
            

            

 

(1) The Company paid each Director a cash stipend for each meeting in 2013. In 2012, the Independent Directors 
were given the choice to take stock or a combination of stock and cash.  Both the stock and cash vests over a 
three year period. The Company reimburses such directors for their travel expenses. 

(2) The amounts shown represent the aggregate grant date fair value of awards made during 2013.  For a 
discussion of the valuation assumptions used to determine the grant date fair values of these awards, see Note 
6 to the Financial Statements included in the Company’s annual report on Form 10-K for the year ended 
December 31, 2013, as determined in accordance with FASB ASC Topic 718. 
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(3) For all directors, the amount represents distributions declared on shares of non-vested restricted stock during 
the year ended December 31, 2013. 

  

 
The Company does not have a written policy regarding director compensation.  The Company’s 

Compensation Committee meets at least annually to review, and determine and approve, as appropriate, 
director compensation for the next fiscal year, including cash and equity compensation, reimbursement 
for travel and related expenses, and similar matters.  The Compensation Committee may also meet during 
the year, as appropriate, to discuss compensation matters such as grants of restricted stock to our directors 
in connection with their services as chairs of Board committees, and related matters.  The Company 
reimbursed non-employee directors for their travel expenses incurred in connection with attendance at 
Board or committee meetings.  The Company granted 4,651 shares of restricted stock on January 2, 2014 
to all Independent Directors and agreed to pay cash of $5,000 per Board Meeting attendance to such 
Independent Directors in 2014. The restricted stock granted will vest in equal annual installments over a 
three year period commencing December 31, 2014 through December 31, 2016.   

 
During the year ended December 31, 2013, the director compensation recorded as an expense was 

based on the value of previous stock grants that vested during the year pursuant to accounting principles 
generally accepted in the United States of America, or GAAP.  The compensation expense for each 
director was: William H. Allen $37,990; David T. Bruen $37,990; Shirley Y. Bullard $31,389; Sumner J. 
Rollings $37,990; Thomas E. Schwartz $37,990; and Bruce A. Staller $37,990. 
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AUDIT COMMITTEE 

  
General 
 
 Mr. William H. Allen has been a member and the Chairman of the Audit Committee since 
February 2010.  The Board has determined that Mr. Allen qualifies as an audit committee financial 
expert, as defined by the SEC.  All of the members of the Audit Committee are “independent” within the 
meaning of the NYSE MKT Rules, the Company’s director independence standards and the audit 
committee requirements of the SEC. 

The Audit Committee shares responsibility for performing risk assessment within the Company.  
The Audit Committee is responsible for discussing with management the guidelines, policies and 
processes relied upon and used by management to assess and manage the Company’s exposure to risk.  

The Audit Committee ensures that procedures have been established for the receipt, retention and 
treatment of complaints from Company employees on accounting, internal accounting controls or auditing 
matters, as well as for the confidential, anonymous submissions by Company employees of concerns 
regarding questionable accounting or auditing matters or other potentially material risks.  

 The Audit Committee’s principal responsibilities include: 
 

• Assisting the Board in fulfilling its responsibility for oversight of the quality and integrity of the 
Company’s accounting, auditing and reporting practices; 

• The ultimate authority over the appointment, retention, compensation, oversight and evaluation of the 
work of the Company’s independent registered public accounting firm; and 

• The selection, approval and engagement of the Company’s independent registered public accounting 
firm, including approving any special assignments given to the independent accounting firm and 
reviewing: 

• The independence of the independent registered public accounting firm; 

• Our guidelines and policies with respect to risk assessment and risk management 

• Our compliance with legal and regulatory requirements; 

 

In determining whether to reappoint the independent registered public accounting firm as 
NetREIT’s independent auditor, the Audit Committee takes into consideration a number of factors, 
including audit fees, the expertise of the lead audit partner with respect to real estate and, specifically 
REIT’s, the length of time the firm has been engaged by the Company, the quality of the Audit 
Committee’s ongoing discussions with its independent registered public accounting firm and an 
assessment of the professional qualifications, external data relating to audit quality and performance, 
including recent Public Company Accounting Oversight Board reports relating to our independent 
registered public accounting firm and past performance of the firm’s lead audit partner responsible for the 
audit of NetREIT. The Audit Committee has also been involved in the selection of the lead audit partner.  
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AUDIT COMMITTEE REPORT 

 
 The Audit Committee of the Board of Directors of NetREIT, Inc. is comprised of independent 
directors.  During 2013, the Committee was comprised of William H. Allen (Chairman), Mr. Bruce A. 
Staller, and Mr. David T. Bruen.  The Audit Committee met five (5) times during 2013. 
 
 The Audit Committee operates under a written charter, which was adopted by the Audit 
Committee in 2005 and amended in 2010 and is available on the Company’s corporate website at 
www.netreit.com.  Management of the Company has the primary responsibility for the preparation of the 
financial statements as well as executing the financial reporting process, principles and internal controls.  
The independent registered public accounting firm is responsible for performing an audit of the 
Company’s financial statements and expressing an opinion as to the conformity of such financial 
statements with accounting principles generally accepted in the United States. 
 
 In this context, the Audit Committee has reviewed and discussed the audit of the financial 
statements and the management letter concerning internal controls, as of and for the year ended December 
31, 2013, with Squar, Milner, Peterson, Miranda & Williamson, LLP (“Squar Milner”), our independent 
registered public accounting firm. 
 
 The Audit Committee has discussed with the independent registered public accounting firm the 
matters required by Statement on Auditing Standard No. 61 (Communication with Audit Committees), as 
currently in effect. In addition, the Audit Committee has received the written disclosures and the letter 
from the independent registered public accounting firm required by Independence Standards Board 
Standard No. 1 (Independence Discussions with Audit Committees), as currently in effect, and it has 
discussed with the auditors their independence from NetREIT.  The Audit Committee agrees with the 
auditor’s conclusion that they are independent from NetREIT. The Audit Committee has also considered 
and concluded that the independent registered accounting firm’s other non-audit services to the Company 
are compatible with maintaining the registered public accounting firm’s independence. 
 
 Four meetings were to review and discuss quarterly and annual filings with the SEC including 
required audit committee communications by Squar Milner. These meetings were also intended to 
complete annual and quarterly tasks as required by the Audit Committee Charter. Following discussions 
and a complete review of the financial statements, the Committee approves and authorizes for filing the 
financial report filings (10-K and10-Qs) prior to management filing statements with the SEC. 
 
 In advance of the annual audit, the Committee and management meet with Squar Milner to 
discuss the audit. The discussions include identifying critical audit areas, accounting and reporting 
controls, and the overall audit approach. These meetings have occurred prior to the last three annual 
audits in anticipation of the Public Company Accounting Oversight Board making these meetings a 
requirement.    
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 During the year ended December 31, 2013, Squar Milner, served as our independent auditor and 
provided certain tax and other services. Squar Milner has served as our independent auditor since 2009. 
The lead audit partner completed his term of five years on the engagement with the 2013 audit and we 
will be working with a new lead audit partner beginning with the quarter ended March 31, 2014. The 
Audit Committee has interviewed potential replacements and, as a Committee and after discussions with 
management, has decided on the appointment of a new lead audit partner. The Audit Committee currently 
anticipates that it will engage Squar Milner as our independent auditor to audit our financial statements 
for the year ending December 31, 2014, subject to agreeing on fee estimates for the audit work. The Audit 
Committee reserves the right, however, to select a new auditor at any time in the future in its discretion if 
it deems the change would be in our best interests. Any such decision would be disclosed to the 
stockholders in accordance with applicable securities laws. 
 

Audit Fees and Pre-Approval Policies 
 
 The following table presents fees for professional services for fiscal years 2012 and 2013. Squar 
Milner rendered services for the audit of our annual consolidated financial statements for fiscal years 
2012 and 2013. 
 
 
 
    2012    2013  

Audit Fees   $  123,000   $  132,000  
All Other Fees      26,300      10,200  

Total   $  149,300   $  142,200  

 
 
 Audit fees represent fees for professional services in connection with our annual audit of our 
consolidated financial statements and quarterly reviews, other SEC filings including acquisition audits, 
consents and other accounting related services. The Audit Committee reviews and approves these fees 
taking into consideration the quality and timing of service and the competitiveness of the fees charged. 
The audit committee believes that audit independence has not been impaired as a result of the non-audit 
services provided.  

  

 “Audit Fees” consisted of fees for the audit of our annual consolidated financial statements 
included in our Form 10-K and the review of consolidated financial statements included in the 
Company’s Form 10-Q filings.  
 
  As provided in the Audit Committee charter, the Audit Committee reviews, and in its sole 
discretion pre-approves, the independent auditors’ annual engagement letter, including proposed fees and 
all audit and non-audit services provided by the independent auditors. All of the above services and 
estimates of the expected fees were reviewed and approved by the Audit Committee before the respective 
services were rendered. The Audit Committee is barred from engaging the independent auditors to 
perform the specific non-audit services proscribed by law or regulation. The Audit Committee may 
delegate pre-approval authority to a member of the Audit Committee, and decisions delegated in such 
manner must be reported at the next scheduled meeting of the Audit Committee.  
 
 In reliance on the review and discussions referred to above, the Audit Committee recommended 
to the Board that the audited financial statements be included in the Company’s Annual Report on Form 
10-K for the year ended December 31, 2013. 



34 

 

 
Submitted on April 3, 2014 by the members of the Audit Committee of the Board. 
 
William H. Allen, Chairman 
David T. Bruen 
 

 
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

 The following table sets forth certain information as of April 15, 2014 relating to the beneficial 

ownership of the Company’s shares of common stock by (1) each director, director nominee, and each 

executive officer named in the Summary Compensation Table, and (2) all Executive Officers and 

directors of the Company as a group.  The Company is not aware of any persons who beneficially own 

more than 5% of our outstanding shares of common stock.  Beneficial ownership is determined in 

accordance with the rules of the SEC and includes voting or investment power with respect to the 

securities.  Except as indicated in footnotes to this table, the Company believes that the stockholders 

named in this table have sole voting and investment power with respect to all shares of common stock 

shown to be beneficially owned by them based on information provided to the Company by these 

stockholders.   

 

          Number of   % of Total  

           Common    Outstanding  

Name of Beneficial Owner   Position   Shares   Shares (1) 

William H. Allen   Director     40,931 (2)   *

David T. Bruen   Director     26,767 (3)   *

Shirley Y. Bullard   Director     16,627 (4)   *

Larry G. Dubose   Officer and Director     59,143 (5)   *

Kenneth W. Elsberry   Officer and Director     73,604 (6)   *

Jack K. Heilbron   Officer and Director           152,351  (7)   *

Sumner J. Rollings   Director     48,121 (8)   *

Thomas E. Schwartz   Director     40,256 (9)   *

       
                All Directors and Executive Officers as a Group (8)     457,800     2.75%
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* Less than one (1) percent.  
 

(1) Assumes 16,616,764 shares of common stock issued and outstanding as of April 15, 2014, which includes 
shares of nonvested restricted stock that vest annually during the four years ending December 31, 2016.   

(2) Includes (i) an aggregate of 31,887 shares of common stock, (ii) 9,044 shares of nonvested restricted stock 

that vest equally on an annual basis at December 31, 2014 through 2016.   
(3) Includes an aggregate of 17,723 shares of common stock and 9,044 shares of nonvested restricted stock that 

vest equally on an annual basis at December 31, 2014 through 2016.   
(4) Includes an aggregate of 6,775 shares of common stock and 9,851 shares of nonvested restricted stock that 

vest equally on an annual basis at December 31, 2014 through 2016.  
(5) Includes an aggregate of 32,376 shares of common stock and 16,767 shares of nonvested restricted stock 

that vest equally on an annual basis at December 31, 2014 through 2016. 
(6) Includes an aggregate of 55,098 shares of common stock and 18,508 shares of nonvested restricted stock 

that vest equally on an annual basis at December 31, 2014 through 2016. 
(7) Includes (i) an aggregate of 475 shares of common stock held by Centurion Counsel, Inc. (Centurion”), (ii) 

110,320 shares of common stock held by Mr. Heilbron, (iii) 24,931 shares on nonvested restricted stock 
that vest equally on an annual basis at December 31, 2014 through 2016 and (iv) 17,158 shares of common 
stock held by Ms. Limoges (his wife). 

(8) Includes an aggregate of 39,076 shares of common stock and 9,044 shares of nonvested restricted stock that 
vest equally on an annual basis at December 31, 2014 through 2016. 

(9) Includes an aggregate of 31,211 shares of common stock and 9,044 shares of nonvested restricted stock that 
vest equally on an annual basis at December 31, 2014 through 2016. 
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Related Party Transactions  
 

 In the last two fiscal years, there have been two transactions in which the Company was or is to 
be a party in which the amount involved exceeds $120,000 and in which any director, executive officer, 
holder of more than 5% of the Company’s common stock or any member of the immediate family of any 
of the foregoing persons had or will have a direct or indirect material interest. 

  
In January 2014, the limited partner of NetREIT 01, LP (the “Partnership”) that owns the Presidio 

Office property exercised its option to convert approximately 12% of its ownership interests in the 
Partnership in exchange for approximately 21,000 shares of the Company’s common stock. In January 
2014, the Company agreed to buy back all of these shares from the limited partner at a price per share that 
was determined when the partnership was formed which, when adjusted for stock dividends, is $7.86 per 
share. After conversion, our interest in the Partnership increased to an approximate 89% interest in the 
Partnership. 
 

In March 2014 the limited partner of NetREIT 01, LP (the “Partnership”) that owns the Presidio 
Office property exercised its option to convert the last remaining 10% of its ownership interests in the 
Partnership in exchange for approximately 18,806.33 shares of the Company’s common stock. In March 
2014, the Company agreed to buy back in January 2015 all of these shares from the limited partner at a 
price per share that was determined when the partnership was formed which, when adjusted for stock 
dividends, is $7.86 per share. After conversion, the Company interest in the Partnership is now 100%. 

 
The limited partner of NetREIT 01, LP is the Allen Trust DTD 7-9-1999. William H. Allen, a 

director of the Company, Chairman of the Audit Committee, and Lead Independent Director, is a 
beneficiary and a trustee of the trust. The Partnership was formed approximately one year before Mr. 
Allen became a Board member.  

 
The stock transaction was subject to the Company’s policy that the Audit Committee approve or 

ratify transactions involving directors, executive officers or principal stockholders or members of their 
immediate families or entities controlled by any of them or in which they have a substantial ownership 
interest.  Such transactions include employment of immediate family members of any director or 
executive officer.  Management advised the Audit Committee of the proposed transaction, which 
reviewed the proposed transaction by the uninterested parties of the Audit Committee and a subsequent 
vote of the uninterested members of the Board. 
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Section 16(a) Beneficial Ownership Reporting Compliance 

 
 Section 16(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and 
SEC rules require the Company’s officers and directors, and persons who own more than 10% of a 
registered class of our equity securities (collectively, “Insiders”), to file with the SEC initial reports of 
ownership and reports of changes in ownership of our common stock and other equity securities.  Insiders 
are required by regulation of the SEC to furnish us with copies of all Section 16(a) forms they file. 
 
 Effective with the filing of Form 10 with the SEC in May 2008, the officers and directors, and 
persons who own more than 10% of a registered class of our equity securities were required to file the 
initial report of ownership and reports of changes in ownership.  We have reviewed copies of reports 
provided to us, as well as other records and information for the fiscal year ended December 31, 2013. 
Based on that review, we concluded that all reports were timely filed.  
 
 

PROPOSAL 2 

 
RATIFICATION OF THE SELECTION OF INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM 

 
The Audit Committee of our Board of Directors currently anticipates that it will engage Squar, 

Milner, Peterson, Miranda & Williamson, LLP as our independent auditor to audit our financial 
statements for the year ending December 31, 2014, subject to agreeing on fee estimates for the audit 
work.  A representative of Squar, Milner, Peterson, Miranda & Williamson, LLP is expected to be present 
at the Annual Meeting and will have an opportunity to make a statement if he or she so desires. The 
representative also will be available to respond to appropriate questions from our stockholders. 
 
 Although it is not required to do so, our Board is submitting the Audit Committee’s appointment 
of our independent registered public accounting firm for ratification by our stockholders at the Annual 
Meeting in order to ascertain the view of the stockholders regarding such appointment.   
 

In the event stockholders fail to ratify the selection, our Audit Committee will reconsider whether 
or not to retain our independent registered public accounting firm at its next scheduled meeting.  Even if 
the selection is ratified, the Audit Committee, in its discretion, may direct the appointment of a different 
independent registered public accounting firm at any time during the year if it determines that such a 
change would be in the best interests of the Company. 
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RECOMMENDATION OF THE BOARD OF DIRECTORS 

 Our Board unanimously recommends a vote FOR ratification of the appointment of Squar, 

Milner, Peterson, Miranda & Williamson, LLP as our independent registered public accounting firm 

for the year ending December 31, 2014.  
 

OTHER BUSINESS 
 

Management does not intend to present any business at the meeting not mentioned in this Proxy 
Statement, and at the time of preparation of this Proxy Statement knows of no other business to be 
presented.  If any other matters are properly brought before the meeting or at any postponement or 
adjournment thereof, the appointed proxies will vote all proxies on such matters in accordance with their 
discretion. 
 

Other Information Regarding the Company’s Proxy Solicitation 

STOCKHOLDER PROPOSALS FOR 2015 ANNUAL MEETING 

  
 In accordance with Rule 14(a)-8 under the Exchange Act, to be considered for inclusion in the 
proxy statement relating to the Company’s 2014 Annual Meeting of Stockholders, stockholder proposals 
must be received no later than December 20, 2014.  To be considered for presentation at the 2015 Annual 
Meeting, although not included in the Company’s proxy statement, proposals, under our current Bylaws, 
must generally be received no earlier than March 28, 2015 and no later than April 15, 2015 and must be 
submitted in accordance with the requirements of our current Bylaws.  Proposals that are not received in a 
timely manner will not be voted on at the 2014 Annual Meeting.  If a proposal is received on time, the 
proxies that management solicits for the meeting may still exercise discretionary voting authority on the 
proposal under circumstances consistent with the proxy rules of the SEC.  All stockholder proposals 
should be marked for the attention of the Secretary of the Company at 1282 Pacific Oaks Place, 
Escondido, California 92029. 
 
ANNUAL REPORT ON FORM 10-K 

 
Company stockholders will be able to view the Proxy Statement and Annual Report over the 

Internet at www.proxyvote.com.  The Company has chosen this option to save the Company the cost of 
producing and mailing these documents.  Please follow the instructions provided in your Notice of 
Internet Availability of Proxy Materials or by going to the website www.proxyvote.com and following 
the provided instructions.  The annual report contains important information about the Company and its 
financial condition that is not included in the Proxy Statement.  If you prefer a paper copy of the proxy 
materials, you may request one by calling 1-800-579-1639. 

 
BY ORDER OF THE BOARD OF DIRECTORS 
      
 
 
KATHRYN RICHMAN, 
Corporate Secretary 
Dated:  April 28, 2014 
 


