
PREFERRED APARTMENT COMMUNITIES INC
Form S-3
June 09, 2016

As filed with the Securities and Exchange Commission on June 8, 2016
Registration No. 333-

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549
_________________________ 
Form S-3 

REGISTRATION STATEMENT UNDER
THE SECURITIES ACT OF 1933
_________________________ 

PREFERRED APARTMENT
COMMUNITIES, INC. 

(Exact Name of Registrant as Specified in its Charter)
Maryland 
(State or other jurisdiction of incorporation or organization)
27-1712193 
(I.R.S. Employer Identification Number)
3284 Northside Parkway NW, Suite 150
Atlanta, Georgia 30327 
(770) 818-4100 

(Address, Including Zip Code, and Telephone Number, Including Area Code, of Registrant’s Principal Executive
Offices)
John A. Williams
Chief Executive Officer
PREFERRED APARTMENT COMMUNITIES, INC.  
3284 Northside Parkway NW, Suite 150
Atlanta, Georgia 30327
(770) 818-4100 

(Name, Address, Including Zip Code, and Telephone Number, Including Area Code, of Agent for Service)
_________________________ 
With copies to:
Jeffrey R. Sprain, Esq.
PREFERRED APARTMENT
COMMUNITIES, INC.
3284 Northside Parkway NW, Suite 150
Atlanta, Georgia 30327
Tel: (770) 818-4100
Fax: (770) 818-4105

Peter M. Fass, Esq.
James P. Gerkis, Esq. 
PROSKAUER ROSE LLP
Eleven Times Square
New York, New York 10036-8299
Tel: (212) 969-3000
Fax: (212) 969-2900

Approximate date of commencement of proposed sale to the public:  From time to time after the effective date of this
registration statement as determined by the registrant.

Edgar Filing: PREFERRED APARTMENT COMMUNITIES INC - Form S-3

1



Edgar Filing: PREFERRED APARTMENT COMMUNITIES INC - Form S-3

2



If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, check the following box. ¨
If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box.  x
If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.  ¨
If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. ¨
If this Form is a registration statement pursuant to General Instruction I.D. or a post‑effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. ¨
If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non‑accelerated filer, or
a smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act.
Large accelerated filer   ¨    Accelerated filer   x     Non-accelerated filer ¨     Smaller reporting company   ¨ 
(Do not check if a smaller
reporting company)
CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities
To Be Registered

Proposed Maximum
Aggregate Offering
Price(1)

Amount of
Registration Fee

Units, each Unit consisting of one share of Series A Redeemable
Preferred Stock, par value $0.01 per share, and one Warrant to purchase
20 shares of Common Stock, par value $0.01 per share(2)

$2,000,000,000 $201,400.00

Series A Redeemable Preferred Stock included as part of the Units(3) - -
Warrants included as part of the Units(4) - -
Common Stock issuable upon exercise of the Warrants(8) $680,000,000  $68,476.00(5)

Common Stock issuable upon redemption of the Series A Redeemable
Preferred Stock(6)(7) - -

Common Stock issuable upon the exercise of previously issued and
outstanding Warrants(8) $262,000,670 (8)

Common Stock issuable upon redemption of previously issued and
outstanding Series A Redeemable Preferred Stock(9) - -

Total $2,942,000,670 $269,876.00

(1)Estimated solely for purposes of calculating the registration fee in accordance with Rule 457(o) under the
Securities Act of 1933, as amended, or the Securities Act.

(2)We are registering hereunder 2,000,000 Units.
(3)We are registering hereunder 2,000,000 shares of Series A Redeemable Preferred Stock.
(4)We are registering hereunder Warrants to purchase 40,000,000 shares of Common Stock.
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(5)
Includes the offering price attributable to shares of Common Stock issuable upon exercise of the Warrants,
assuming an exercise price of $17.00 per share. The registration fee has been calculated in accordance with Rule
457(i) of the Securities Act.

(6)

We also are registering hereunder an indeterminate number of shares of Common Stock that may be issuable upon
the redemption of the Series A Redeemable Preferred Stock. The shares of Common Stock issuable upon
redemption of the Series A Redeemable Preferred Stock will be issued for no additional consideration, and
therefore no registration fee is required pursuant to Rule 457(i) of the Securities Act.

(7)

Pursuant to Rule 416 of the Securities Act, such number of shares of Common Stock registered hereby also shall
include an indeterminate number of shares of Common Stock that may be issued in connection with stock splits,
stock dividends, recapitalizations or similar events or adjustments in the number of shares issuable as provided in
the Warrants and in the articles supplementary setting forth the rights, preferences and limitations of the Series A
Redeemable Preferred Stock.

(8)

Shares of Common Stock that may be issued upon the exercise of Warrants issued pursuant to Registration
Statement No. 333-183355 that have not previously been exercised and have not yet expired or have not yet been
issued. The proposed maximum aggregate offering price assumes a $16.07 exercise price for unissued Warrants.
Pursuant to Rule 415(a)(5)-(6), no additional filing fee is required to be paid for these shares of Common Stock
because the issuance of these shares were previously registered on the aforementioned registration statement and
the fees were paid in connection with such registration statement.

(9)

We also are registering hereunder an indeterminate number of shares of Common Stock that may be issuable upon
the redemption of the issued and outstanding Series A Redeemable Preferred Stock issued pursuant to Registration
Statement No. 333-183355. The shares of Common Stock issuable upon redemption of the prior issued and
outstanding Series A Redeemable Preferred Stock will be issued for no additional consideration, and therefore no
registration fee is required pursuant to Rule 457(i) of the Securities Act.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file an amendment that specifically states that this registration statement shall
thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended or until the
registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. No person may sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or
sale is not permitted.
SUBJECT TO COMPLETION, DATED , 2016
PRELIMINARY PROSPECTUS 

Maximum of 2,000,000 Units consisting of 2,000,000 Shares of Series A Redeemable Preferred Stock and Warrants
to Purchase 40,000,000 Shares of Common Stock
(Liquidation Preference $1,000 per share of Series A Redeemable Preferred Stock (subject to adjustment))
We are offering a maximum of 2,000,000 shares of our Series A Redeemable Preferred Stock, par value $0.01 per
share, referred to as our Series A Redeemable Preferred Stock, and warrants, referred to as the Warrants, to purchase a
maximum of 40,000,000 shares of our common stock in this offering. This prospectus also covers the shares of
common stock that are issuable from time to time upon exercise of the Warrants and that may be issuable upon
redemption of the Series A Redeemable Preferred Stock. The Series A Redeemable Preferred Stock and the Warrants
will be sold in units, or Units, with each Unit consisting of (i) one share of Series A Redeemable Preferred Stock with
an initial stated value of $1,000 per share, and (ii) one Warrant to purchase 20 shares of common stock, exercisable by
the holder at an exercise price that is set at a 20% premium to the current market price per share of our common stock
determined using the volume weighted average price per share of our common stock for the 20 trading days prior to
the date of issuance of such Warrant, subject to a minimum exercise price of $[ ] per share (subject to adjustment).
Each Unit will be sold at a public offering price of $1,000 per Unit. Units will not be issued or certificated. The shares
of Series A Redeemable Preferred Stock and the Warrants are immediately detachable and will be issued separately.
The Warrants are not exercisable until one year from the date of issuance and expire four years from the date of
issuance. The Series A Redeemable Preferred Stock ranks senior to our common stock with respect to payment of
dividends and distribution of amounts upon liquidation, dissolution or winding up. Holders of our Series A
Redeemable Preferred Stock will have no voting rights. On November 18, 2011, the Securities and Exchange
Commission, or SEC, declared effective our registration statement on Form S-11 (File No. 333-176604), as the same
may be amended from time to time, or the Primary Series A Registration Statement, for the offering of Units. The
offering under the Primary Series A Registration Statement is referred to herein as the Primary Series A Offering. The
Primary Series A Offering expired on December 31, 2013 and 89,408 Units were issued and sold under the Primary
Series A Registration Statement. On October 11, 2013, the SEC declared effective our registration statement on Form
S-3 (File No. 333-183355), as the same may be amended from time to time, or our First Follow-On Series A
Registration Statement, for an offering of up to an additional 900,000 Units. The offering under the First Follow-On
Series A Registration Statement is referred to herein as the First Follow-On Series A Offering. The offering under this
prospectus is a follow-on offering to the First Follow-On Series A Offering and, except as described in this
prospectus, the terms of the First Follow-On Series A Offering are substantially similar to the offering under this
prospectus.
Our common stock trades on the NYSE under the symbol "APTS." On June 6, 2016, the last reported sale price of our
common stock on the NYSE was $13.86 per share. There is no established trading market for our Series A
Redeemable Preferred Stock or any of the Warrants and we do not expect a market to develop. We do not intend to
apply for a listing of the Series A Redeemable Preferred Stock or any of the Warrants on any national securities
exchange.
Investing in our securities involves significant risks. You should carefully read and consider "Risk Factors" included
in our most recent Annual Report on Form 10-K and any subsequent periodic securities reports, on page 12 of this
prospectus and in any additional prospectus or any prospectus supplement before investing in our securities.

We impose certain restrictions on the ownership and transfer of our capital stock. You should read the information
under the section entitled "Description of Capital Stock and Securities Offered — Restrictions on Ownership and
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Transfer" in this prospectus for a description of these restrictions.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a
criminal offense.
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Per Unit Maximum
Offering

Public offering price $1,000.00
$
2,000,000,000
(1)

Selling commissions(2)(3) $70.00 $140,000,000
Dealer manager fee(2)(3) $30.00 $60,000,000
Proceeds, before expenses, to us $900.00 $1,800,000,000

(1)Initial gross proceeds. If the Warrants are exercised in full at the minimum exercise price of $[ ] per share of
common stock, the Company will receive additional gross proceeds equal to $[ ] million.

(2)

Selling commissions and the dealer manager fee will equal up to and including 7% and 3% of aggregate gross
proceeds, respectively. Each is payable to our dealer manager. We or our affiliates also may provide permissible
forms of non-cash compensation to registered representatives of our dealer manager and the participating
broker-dealers. The value of such items will be considered underwriting compensation in connection with this
offering, and the corresponding payments of our dealer manager fee will be reduced by the aggregate value of such
items. The combined selling commissions, dealer manager fee and such non-cash compensation for this offering
will not exceed 10% of the aggregate gross proceeds of this offering, which is referred to as FINRA’s 10% cap. Our
dealer manager will repay to us any excess payments made to our dealer manager over FINRA’s 10% cap if this
offering is abruptly terminated before reaching the maximum amount of offering proceeds.

(3)

We expect our dealer manager to authorize other broker-dealers that are members of FINRA, which we refer to as
participating broker-dealers, to sell our Units. Our dealer manager may reallow all or a portion of its selling
commissions attributable to a participating broker-dealer. In addition, our dealer manager also may reallow a
portion of its dealer manager fee earned on the proceeds raised by a participating broker-dealer, to such
participating broker-dealer as a non-accountable marketing or due diligence allowance. The amount of the
reallowance to any participating broker-dealer will be determined by the dealer manager in its sole discretion.

The dealer manager of this offering is [ ]. The dealer manager is not required to sell any specific number or dollar
amount of Units, but will use its "reasonable best efforts" to sell the Units offered. The minimum permitted purchase
is generally $5,000, but purchases of less than $5,000 may be made in the discretion of the dealer manager. We expect
to sell up to 2,000,000 Units in this offering by [ ], 2018, which may be extended through [ ], 2019, in our sole
discretion. If we extend the offering period beyond [ ], 2018, we will supplement this prospectus accordingly. We may
terminate this offering at any time or may offer Units pursuant to a new registration statement.

We will sell Units through Depository Trust Company, or DTC, DTC settlement, or DTC Settlement; or, under special
circumstances, through Direct Registration System settlement, or DRS Settlement. See the section entitled "Plan of
Distribution" in this prospectus for a description of these settlement methods.

[ ],
as Dealer Manager
The date of this prospectus is           , 2016
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other than those contained or incorporated by reference in this prospectus. You must not rely upon any information or
representation not contained or incorporated by reference in this prospectus. This prospectus does not constitute an
offer to sell or the solicitation of an offer to buy any securities other than the registered securities to which it relates,
nor does this prospectus constitute an offer to sell or the solicitation of an offer to buy securities in any jurisdiction to
any person to whom it is unlawful to make such offer or solicitation in such jurisdiction. You should not assume that
the information contained in this prospectus is accurate on any date subsequent to the date set forth on its front cover
or that any information we have incorporated by reference is correct on any date subsequent to the date of the
document incorporated by reference, even though this prospectus is delivered or securities are sold on a later date.
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ABOUT THIS PROSPECTUS
This prospectus is part of a registration statement on Form S-3 that we have filed with the Securities and Exchange
Commission, or the SEC. The exhibits to our registration statement and documents incorporated by reference contain
the full text of certain contracts and other important documents that we have summarized in this prospectus or that we
may summarize in any amendment or prospectus supplement. Since these summaries may not contain all the
information that you may find important in deciding whether to purchase the securities we offer, you should review
the full text of these documents.
The registration statement and the exhibits and other documents can be obtained from the SEC as indicated under the
sections entitled "Where You Can Find More Information about Preferred Apartment Communities" and
"Incorporation of Certain Documents By Reference."
Unless otherwise indicated or the context requires otherwise, including with respect to the securities offered by this
prospectus as described in "Description of Capital Stock and Securities Offered," in this prospectus or any prospectus
supplement hereto, references to "the Company," "we," "us" and "our" mean Preferred Apartment Communities, Inc.
and its consolidated subsidiaries, including, without limitation, Preferred Apartment Communities Operating
Partnership, L.P., a Delaware limited partnership of which we are the sole general partner, or our Operating
Partnership, and "our Manager" refers to Preferred Apartment Advisors, LLC, a Delaware limited liability company,
which is our external manager and advisor and a related party.

1
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MARKET AND INDUSTRY DATA AND FORECASTS
In this prospectus, we present certain economic and industry data and forecasts derived from cited third party sources,
which data and forecasts are publicly available for free or upon payment as part of a subscription service. None of
such data and forecasts was prepared specifically for us. No third party source that has prepared such information has
reviewed or passed upon our use of the information in this prospectus, and no third party source is quoted or
summarized in this prospectus as an expert. All statements contained in this prospectus in connection with or related
to such data and forecasts are attributed to us, and not to any such third party source or any other person.

CAUTIONARY STATEMENT
REGARDING FORWARD-LOOKING STATEMENTS
Statements made in this prospectus and the information incorporated by reference into this prospectus that are not
historical factual statements are "forward-looking statements" within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act; Section 27A of the Securities Act of 1933, as amended, or
the Securities Act; and pursuant to the Private Securities Litigation Reform Act of 1995. These forward-looking
statements include information about possible or assumed future results of our business, financial condition, liquidity,
results of operations, plans and objectives. When we use the words "believe," "expect," "anticipate," "estimate,"
"plan," "continue," "goals," "guidance," "trends," "intend," "should," "could," "may" or similar expressions, we intend
to identify forward-looking statements. Statements regarding the following subjects, among others, may be
forward-looking:
•     our business and investment strategy;
•     our projected operating results;

•actions and initiatives of the U.S. Government and changes to U.S. Government policies and the execution and impact
of these actions, initiatives and policies;
•     the state of the U.S. economy generally or in specific geographic areas;
•     economic trends and economic recoveries;

•our ability to obtain and maintain financing arrangements, including through the Federal National Mortgage
Association, or Fannie Mae, and the Federal Home Loan Mortgage Corporation, or Freddie Mac;
•     financing and advance rates for our target assets;
•     our expected leverage;
•     changes in the values of our assets;
•     our expected portfolio of assets;
•     our expected investments;
•     interest rate mismatches between our target assets and our borrowings used to fund such investments;
•     changes in interest rates and the market value of our target assets;
•     changes in prepayment rates on our target assets;
•     effects of hedging instruments on our target assets;
•     rates of default or decreased recovery rates on our target assets;
•     the degree to which our hedging strategies may or may not protect us from interest rate volatility;
•     impact of and changes in governmental regulations, tax law and rates, accounting guidance and similar matters;

•our ability to maintain our qualification as a real estate investment trust for U.S. federal income tax purposes, or
REIT;
•     our ability to maintain our exemption from registration under the Investment Company Act of 1940, as amended;
•     availability of investment opportunities in mortgage-related and real estate-related investments and securities;
•     availability of qualified personnel;
•     estimates relating to our ability to make distributions to our stockholders in the future;
•     our understanding of our competition;
•     market trends in our industry, interest rates, real estate values, the debt securities markets or the general economy;

• weakness in the national, regional and local economies, which could adversely impact consumer spending and
retail sales and in turn tenant demand for space and could lead to increased store closings;

•changes in market rental rates;
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•changes in demographics (including the number of households and average household income) surrounding our
shopping centers;
•adverse financial conditions for grocery anchors and other retail, service, medical or restaurant tenants;

2
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•continued consolidation in the retail and grocery sector;
•excess amount of retail space in our markets;

•reduction in the demand by tenants to occupy our shopping centers as a result of reduced consumer demand for
certain retail formats;

•the growth of online retailers and super-centers and warehouse club retailers, such as those operated by Wal-Mart and
Costco, and their adverse effect on traditional grocery chains;
•our ability to aggregate a critical mass of grocery-anchored shopping centers or to spin-off, sell or distribute them;

•the impact of an increase in energy costs on consumers and its consequential effect on the number of shopping visits
to our centers; and
•consequences of any armed conflict involving, or terrorist attack against, the United States.

The forward-looking statements are based on our beliefs, assumptions and expectations of our future performance,
taking into account all information currently available to us. You should not place undue reliance on these
forward-looking statements. These beliefs, assumptions and expectations can change as a result of many possible
events or factors, not all of which are known to us. For more information regarding risks that may cause our actual
results to differ materially from any forward-looking statements, see "Risk Factors." If a change occurs, our business,
financial condition, liquidity and results of operations may vary materially from those expressed in our
forward-looking statements. Any forward-looking statement speaks only as of the date on which it is made. New risks
and uncertainties arise over time, and it is not possible for us to predict those events or how they may affect us. Except
as required by law, we are not obligated to, and do not intend to, update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise.

3
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PROSPECTUS SUMMARY

This summary highlights selected information about us, but does not contain all the information that may be important
to you. This prospectus includes specific terms of the offering and information about our business and financial data.
You should read carefully this entire prospectus, including the matters set forth under the caption "Risk Factors," and
the information incorporated by reference in this prospectus before making an investment decision.

Our Company

Preferred Apartment Communities, Inc. was formed as a Maryland corporation on September 18, 2009 and has elected
to be taxed as a real estate investment trust, or REIT, under the Internal Revenue Code of 1986, as amended, or the
Code, effective with its tax year ended December 31, 2011. The Company was formed primarily to acquire and
operate multifamily properties in select targeted markets throughout the United States. As part of our business
strategy, we may enter into forward purchase contracts or purchase options for to-be-built multifamily communities,
and we may make real estate-related loans, provide deposit arrangements or provide performance assurances, as may
be necessary or appropriate, in connection with the development of multifamily communities and other properties. As
a secondary strategy, we may acquire or originate senior mortgage loans, subordinate loans or mezzanine debt secured
by interests in multifamily properties, membership or partnership interests in multifamily properties and other
multifamily related assets and invest not more than 20% of our assets in other real estate-related investments, such as
grocery-anchored shopping centers, senior mortgage loans, subordinate loans or mezzanine debt secured by interests
in grocery-anchored shopping centers, membership or partnership interests in grocery-anchored shopping centers and
other grocery-anchored shopping center related assets as determined by Preferred Apartment Advisors, LLC, a
Delaware limited liability company, or our Manager, as appropriate for us. We have no employees of our own; our
Manager provides all managerial and administrative personnel to us pursuant to the Sixth Amended and Restated
Management Agreement, effective as of June 3, 2016, among the Company, our Operating Partnership, and our
Manager. As referred to herein, the Sixth Amended and Restated Management Agreement, as it may be amended, is
referred to as the Management Agreement. Both our Manager and our Operating Partnership are related parties to us.

Our consolidated financial statements include the accounts of the Company and our Operating Partnership. We control
our Operating Partnership through our sole general partnership interest in the Operating Partnership, and we conduct
substantially all of our business through our Operating Partnership.

Recent Developments

Sixth Amended and Restated Management Agreement

On June 3, 2016, the Company, the Manager and the Operating Partnership executed and delivered a Sixth Amended
and Restated Management Agreement dated as of June 3, 2016, which we refer to as the Management Agreement. The
Management Agreement amends and restates in its entirety the Fifth Amended and Restated Management Agreement,
effective as of January 1, 2015 (as amended as of February 22, 2016, or the Previous Agreement). Below is a
summary of the material changes effected by the Management Agreement.
Term
The Management Agreement has a three-year term with automatic yearly renewals upon the expiration of each year of
the term, subject to termination by the Company or the Manager under specified circumstances. The Previous
Agreement had a term of five years, followed by successive one-year terms unless either the Company or the Manager
gave 180 days’ prior notice to the other party of an intention not to renew.
Termination
The Management Agreement provides that, in the event of termination by the Company without cause or by the
Manager for cause (each as described below), or upon the liquidation of the Company, the Company is required to pay
to the Manager a termination payment, which we refer to as the Termination Payment, equal to the recurring fees paid
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or owing relating to the prior 12-month period multiplied by (a) 3.0, if the effective date of termination is on or prior
to December 31, 2017, or (b) 2.5, if the effective date of termination is on or after January 1, 2018. If the Manager is
sold to an unaffiliated
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third party without the consent of the Company’s independent directors, or if the Manager assigns the Management
Agreement, in whole or in part, without the consent of a majority of the Company’s independent directors and the
Operating Partnership, the Manager will not be entitled to the Termination Payment.

Upon any termination of the Management Agreement by the Company or the Manager, the Company also will be
required to pay to the Manager all fees and expenses unpaid and payable as of the termination date and all deferred
fees not yet payable.

The Company may, upon the affirmative vote of at least 75% of the independent directors, terminate the Management
Agreement without cause, upon a finding that (a) the Manager is not performing satisfactorily in light of the economic
environment existing at such time, or (b) the fees charged by the Manager are not in accordance with the then-current
market rates charged by asset management companies rendering services substantially similar to those rendered by the
Manager, provided that the termination notice will not be effective if the Manager (i) agrees to continue to provide
services for a rate that at least 75% of the independent directors determine to be in accordance with market rates, (ii)
delivers a notice of proposal to negotiate, and (iii) reaches an agreement with the Company as to modified fees within
60 days of such notice. Termination of the Management Agreement by the Company without cause will be effective
on December 31, 2017, if written notice is provided to and received by the Manager prior to July 1, 2017, or, if such
notice is received by the Manager on or after July 1, 2017, on the last day of the calendar month that is 180 days
following the date such notice is received by the Manager.

The Company may terminate the Management Agreement for cause (a) upon a final determination by a court that
there has been a material breach of the Management Agreement by the Manager having a material adverse effect on
the Company, and such breach has continued for a period of 60 days following notice to the Manager (or 90 days if
the Manager took steps to cure within 60 days), (b) in the event of a bankruptcy or similar occurrence with respect to
the Manager, (c) upon dissolution of the Manager, or (d) upon a final determination of a court that the Manager has
committed fraud or similar acts. The Company may not terminate the Management Agreement upon a change of
control of the Manager. The Manager will not be entitled to the Termination Payment if the Company terminates the
Management Agreement for cause.

The Manager may unilaterally terminate the Management Agreement upon no less than 180 days’ prior written notice
to the Company informing the Company of the Manager's intention to discontinue performance of services pursuant to
the Management Agreement as of the date of termination, in which event the Manager will not be entitled to the
Termination Payment.

The Manager may terminate the Management Agreement with immediate effect if the Company becomes required to
register as an investment company under the Investment Company Act of 1940, in which event the Manager will not
be entitled to the Termination Payment.

The Manager may terminate the Management Agreement for cause (a) upon assignment of the Management
Agreement by the Company, (b) upon a change in control of the Company, (c) upon a sale of all or substantially all
the assets of the Company, or (d) upon the final determination of a court that the Company has materially defaulted in
the performance of its obligations under the Management Agreement, and such default is uncured for 60 days (or 90
days if the Company took steps to cure within 60 days). In the event of a termination by the Manager for cause, the
Company is required to pay to the Manager the Termination Payment and also is required to forgive any indebtedness
then owing by the Manager to the Company under any line of credit facility, with the outstanding principal balance so
forgiven capped at $15 million.

Waiver of Promote
The Management Agreement also provides for the irrevocable waiver by the Manager of all of its rights in its capacity
as special limited partner of the Operating Partnership, including its right to receive a promote-type distribution upon
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the disposition of the Company’s real estate assets, or the special limited partnership interest.
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Retail Leasing Fees
The Management Agreement amends the provisions relating to commissions on retail leases to provide that the
commission payable to the Manager (a) for new retail leases will be equal to the greater of (i) $4.00 per square foot,
and (ii) 4.0% of the aggregate base rental payments to be made by the tenant for the first 10 years of the original lease
term; and (b) for lease renewals will be equal to the greater of (i) $2.00 per square foot, and (ii) 2.0% of the aggregate
base rental payments to be made by the tenant for the first 10 years of the newly renewed lease term. There are no
commissions payable on such lease renewals thereafter.

Other Matters

The Management Agreement removes the prohibition contained in the Previous Agreement on the Company from
employing or retaining the Manager’s employees for a two-year period in the event the Company terminated the
Management Agreement without cause. The Management Agreement provides that the Company may contact the
Manager’s employees following receipt by the Manager of a notice of termination of the Management Agreement by
the Company for the purpose of seeking to hire such employees.

The Management Agreement provides that in the event of a termination of the Management Agreement, (a) the
Manager will transfer to the Company and the Company will assume all rights, obligations and liabilities of the
Manager under any outstanding leases which relate to the business of the Company, and (b) the Manager will transfer
to the Company all intellectual property rights relating to the name of the Company.

The foregoing description of the Management Agreement does not purport to be complete and is qualified in its
entirety by reference to the full text of the Sixth Amended and Restated Management Agreement, a copy of which was
filed with the SEC on June 6, 2016 as Exhibit 10.1 to a Current Report on Form 8-K and is incorporated herein by
reference.

Sixth Amended and Restated Agreement of Limited Partnership

In connection with the Management Agreement, on June 3, 2016, the Company, the Manager and the other limited
partners party thereto executed a Sixth Amended and Restated Agreement of Limited Partnership of the Operating
Partnership, dated June 3, 2016, which we refer to as the Sixth Amended and Restated Partnership Agreement. The
Sixth Amended and Restated Partnership Agreement was entered into principally to remove all references to the
Special Limited Partner (as defined in the Fifth Amended and Restated Agreement of Limited Partnership, effective as
of January 1, 2014) and the Special Limited Partnership Interest, the receipt of which was irrevocably waived in the
Management Agreement. In addition, the Sixth Amended and Restated Partnership Agreement contains updates to the
provisions relating to the redemption of redeemable preferred units issued by the Operating Partnership, an updated
definition of GAAP and other clarifications and corrections.

The foregoing description of the Sixth Amended and Restated Partnership Agreement does not purport to be complete
and is qualified in its entirety by reference to the full text of the Sixth Amended and Restated Partnership Agreement,
a copy of which was filed with the SEC on June 6, 2016 as Exhibit 4.1 to a Current Report on Form 8-K and is
incorporated herein by reference.

Recent Closed Transactions

Campus Circle

On June 1, 2016, we acquired Campus Circle, a 219-unit, 679-bed student housing community located near Florida
State University in Tallahassee, Florida. We acquired this community through a wholly-owned subsidiary and
financed the acquisition by assuming the existing first mortgage loan. The existing first mortgage loan assumed is
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approximately $33.9 million with a maturity date of October 1, 2022 and has an annual interest rate of 4.02%.

Avalon Park

On May 31, 2016, we acquired Grandeville at Avalon Park, a 487-unit Class A multifamily community in Orlando,
Florida. We acquired this community through a wholly-owned subsidiary and financed the acquisition with a
mortgage loan package from Prudential Capital Corporation. The loan package is approximately $65.0 million, bears
interest at a
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blended floating rate of 2.45% over the 30-day LIBOR annually, matures in May 2019 and is an interest only loan.
Upon completion of a value add program, we plan to refinance this asset with a long term mortgage insured by HUD.

Victory Village

On May 16, 2016 we acquired Victory Village, an approximately 71,300 square foot grocery-anchored retail shopping
center anchored by a 45,600 square foot Publix grocery store. The Market at Victory Village is located in the
Murfreesboro submarket of the Nashville MSA. We acquired this shopping center through a wholly-owned subsidiary
and financed the acquisition by assuming the existing first mortgage CMBS loan with a maturity date of September
11, 2024 and an interest rate of 4.4%. The original principal amount of the existing first mortgage CMBS loan
assumed was $9.25 million.

Disposition of Trail Creek

On May 19, 2016, we sold Trail Creek Apartments, a 300-unit multifamily community in Hampton, Virginia.  The
sale generated net proceeds of approximately $10.5 million to us, which we will utilize for working capital purposes,
including reducing the outstanding balance under our revolving line of credit facility, acquisitions, real estate
investment loans and general corporate purposes.

The Offering
Issuer Preferred Apartment Communities, Inc.
Series A
Redeemable
Preferred
Stock offered
by us

A maximum of 2,000,000 shares of Series A Redeemable Preferred Stock will be offered as part of the
Units through our dealer manager in this offering on a reasonable best efforts basis.

Ranking.  The Series A Redeemable Preferred Stock ranks senior to our common stock with respect to
the payment of dividends and rights upon liquidation, dissolution or winding up. Investors in the Series
A Redeemable Preferred Stock should note that holders of common stock will receive additional
distributions from the sale of a property (in excess of their capital attributable to the asset sold) before
the holders of Series A Redeemable Preferred Stock receive a return of their capital.
Stated Value.  Each share of Series A Redeemable Preferred Stock will have an initial "Stated Value"
of $1,000, subject to appropriate adjustment in relation to certain events, such as recapitalizations,
stock dividends, stock splits, stock combinations, reclassifications or similar events affecting our
Series A Redeemable Preferred Stock, as set forth in the articles supplementary setting forth the rights,
preferences and limitations of the Series A Redeemable Preferred Stock, or the Articles
Supplementary.

Dividends.  Holders of Series A Redeemable Preferred Stock are entitled to receive, when and as
authorized by our Board of Directors and declared by us out of legally available funds, cumulative
cash dividends on each share of Series A Redeemable Preferred Stock at an annual rate of six percent
(6%) of the Stated Value. Dividends on each share of Series A Redeemable Preferred Stock will begin
accruing on, and will be cumulative from, the date of issuance. We paid the initial dividend on our
Series A Redeemable Preferred Stock in May 2012 to stockholders of record as of April 30, 2012, and
thereafter have consistently paid monthly dividends on the Series A Redeemable Preferred Stock. We
expect to continue to pay dividends on the Series A Redeemable Preferred Stock monthly, unless our
results of operations, our general financial condition, general economic conditions, applicable
provisions of Maryland law or other factors make it imprudent to do so. We also expect to continue to
authorize and declare dividends on the shares of Series A Redeemable Preferred Stock on a monthly
basis payable on the 20th day of the month following the month for which the dividend was declared
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(or the next business day if the 20th day is not a business day). The timing and amount of such
dividends will be determined by our Board of Directors, in its sole discretion, and may vary from time
to time.
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Redemption at the Option of a Holder.  During the period beginning on the date of original issuance of the shares of
Series A Redeemable Preferred Stock to be redeemed and ending on the day immediately preceding the first
anniversary of such original issuance, the holder will have the right to require the Company to redeem such shares of
Series A Redeemable Preferred Stock at a redemption price equal to the Stated Value, initially $1,000 per share, less
a 13% redemption fee, plus any accrued but unpaid dividends.
During the period beginning one year from the date of original issuance of the shares of Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the third anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, initially $1,000 per share, less a 10% redemption fee,
plus any accrued but unpaid dividends.
During the period beginning three years from the date of original issuance of the shares of Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the fourth anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, initially $1,000 per share, less a 5% redemption fee,
plus any accrued but unpaid dividends.
During the period beginning four years from the date of original issuance of the shares of Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the fifth anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, initially $1,000 per share, less a 3% redemption fee,
plus any accrued but unpaid dividends.
Beginning five years from the date of original issuance of the shares of Series A Redeemable Preferred Stock to be
redeemed, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to 100% of the Stated Value, initially $1,000 per share, plus any accrued
but unpaid dividends.
In addition, subject to restrictions, beginning on the date of original issuance and ending two years thereafter, we will
redeem such shares of Series A Redeemable Preferred Stock of a holder who is a natural person upon his or her death
at the written request of the holder's estate at a redemption price equal to the Stated Value, initially $1,000 per share,
plus accrued and unpaid dividends thereon through and including the date of redemption, less all dividends
previously paid to the holder or the estate.
If a holder of Series A Redeemable Preferred Stock, or a holder's estate upon death of a holder, causes the Company
to redeem such shares of Series A Redeemable Preferred Stock, we have the right, in our sole discretion, to pay the
redemption price in cash or in equal value of our common stock, based on the volume weighted average price per
share of our common stock for the 20 trading days prior to the redemption, in exchange for the Series A Redeemable
Preferred Stock.
Optional Redemption by the Company.  After ten years from the date of original issuance of the shares of Series A
Redeemable Preferred Stock to be redeemed, we will have the right (but not the obligation) to redeem such shares of
Series A Redeemable Preferred Stock at 100% of the Stated Value, initially $1,000 per share, plus any accrued but
unpaid dividends. If we choose to redeem any shares of Series A Redeemable Preferred Stock, we have the right, in
our sole discretion, to pay the redemption price in cash or in equal value of our common stock, based on the volume
weighted average price per share of our common stock for the 20 trading days prior to the redemption, in exchange
for the Series A Redeemable Preferred Stock.
Our obligation to redeem any of the shares of Series A Redeemable Preferred Stock is limited to the extent that we do
not have sufficient funds available to fund any such redemption or we are restricted by applicable law from making
such redemption.
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Liquidation.  Upon any voluntary or involuntary liquidation, dissolution or winding-up of our affairs,
before any distribution or payment shall be made to holders of our common stock or any other class or
series of capital stock ranking junior to our shares of Series A Redeemable Preferred Stock, the holders
of shares of Series A Redeemable Preferred Stock will be entitled to be paid out of our assets legally
available for distribution to our stockholders, after payment or provision for our debts and other
liabilities, a liquidation preference equal to the Stated Value per share, plus accrued but unpaid
dividends.
Voting Rights.  The Series A Redeemable Preferred Stock has no voting rights.

Warrants
offered by us

A maximum offering of Warrants to purchase up to 40,000,000 shares of common stock will be offered
as part of the Units through our dealer manager in this offering on a reasonable best efforts basis.
The Warrants will be exercisable beginning one year from the date of original issuance and ending four
years from the date of such issuance.
The initial exercise price will be at a 20% premium to the current market price per share of our common
stock on the date of issuance of the Warrant, subject to a minimum exercise price of $ [ ] per share. The
current market price will be determined using the weighted average price per share of the previous 20
days of trading volume.

Capital stock
to be
outstanding
after this
offering

2,989,408 shares of Series A Redeemable Preferred Stock, assuming the maximum offering of
2,000,000 Units in this offering, 900,000 Units in the First Follow-On Series A Offering and the 89,408
Units issued in the Primary Series A Offering.

23,183,39 shares of common stock(1)

Estimated use
of proceeds

Assuming the maximum offering, we estimate that we will receive net proceeds from the sale of Units
in this offering of approximately $1.77 billion after deducting estimated offering expenses, including
selling commissions and the dealer manager fee, payable by us of approximately $230.0 million. We
intend to invest the net proceeds of this offering in connection with the acquisition of multifamily
properties and other real estate-related investments, including grocery-anchored shopping centers, and
for general working capital purposes. If all the net proceeds of this offering are used to directly acquire
real property, we estimate that these investments would have an aggregate gross value (inclusive of
mortgage indebtedness) of approximately $4.6 billion assuming the maximum offering. We intend to
acquire such investments through the incurrence of indebtedness (secured and unsecured) of
approximately 63% of the value of our tangible assets on a portfolio basis, with the balance of the
acquisition cost thereof funded through the use of the net proceeds of this offering. Until appropriate
assets can be identified, our Manager may invest the net proceeds of this offering in interest-bearing
short-term investments that are consistent with our intention to qualify as a REIT. Any interest-bearing
short-term investment we make likely will provide a lower net return than we will seek to achieve from
our target assets. See the section entitled "Estimated Use of Proceeds" included elsewhere in this
prospectus.

NYSE

Our common stock is listed on the NYSE under the trading symbol "APTS."  There is no established
public trading market for the offered shares of Series A Redeemable Preferred Stock or the Warrants
and we do not expect a market to develop. We do not intend to apply for a listing of the Series A
Redeemable Preferred Stock or the Warrants on any national securities exchange.
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____________________
(1)         The number of
shares of common stock
to be outstanding
immediately after this
offering as shown above
reflects the 23,183,39
shares of common stock
outstanding as of May 6,
2016. This number
includes the 7,536 shares
of unvested restricted
common stock issued to
our independent
directors in lieu of
paying cash as
compensation for annual
service on our Board of
Directors. This number
excludes (a) shares of
common stock that may
be issued upon
redemption of the Series
A Redeemable Preferred
Stock, offered pursuant
to the First Follow-On
Series A Offering or the
Primary Series A
Offering, (b) up to
18,670,820 shares of
common stock issuable
upon the exercise of the
Warrants that have been
issued in our First
Follow-On Series A
Offering or our Primary
Series A Offering or that
may be issued in our
First Follow-On Series
A Offering, assuming
the maximum offering
offered pursuant to the
First Follow-On Series
A Offering, (c) shares of
common stock that may
be issued upon
redemption of the Series
A Redeemable Preferred
Stock, offered hereby,
and (d) up to 40,000,000
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shares of common stock
issuable upon the
exercise of the Warrants,
assuming the maximum
offering offered hereby.
This number also
excludes approximately
2,617,500 shares of
common stock reserved
for future issuance under
our equity incentive
plan.

Capital Structure
The Series A
Redeemable Preferred
Stock ranks senior to our
common stock and to the
Class A Units and Class
B Units issued by our
Operating Partnership
and on parity with the
Series A Redeemable
Preferred Limited
Partnership Units issued
by our Operating
Partnership with respect
to both payment of
dividends and
distribution of amounts
upon liquidation. Our
Board of Directors has
the authority to issue
shares of additional
series of preferred stock
that could be senior in
priority to the Series A
Redeemable Preferred
Stock.       

Covered Security
The term "covered
security" applies to
securities exempt from
state registration because
of their oversight by
federal authorities and
national-level regulatory
bodies pursuant to
Section 18 of the
Securities Act of 1933,
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as amended, or the
Securities Act.
Generally, securities
listed on national
exchanges are the most
common type of covered
security exempt from
state registration. A
non-traded security also
can be a covered
security if it has a
seniority greater than or
equal to other securities
from the same issuer that
are listed on a national
exchange, such as the
NYSE. Our Series A
Redeemable Preferred
Stock is a covered
security because it is
senior to our common
stock and therefore is
exempt from state
registration. Although
the Warrants are not
“covered securities," most
states include an
exemption for warrants
that are exercisable into
a listed security.
Therefore, the Warrants
are subject to state
registration in any state
that does not provide
such an exemption and
this offering must be
registered under the
securities regulations of
such states in order to
sell the Warrants in
these states.

Determination of
Offering Price

The selling price of the
Units has been
determined pursuant to
negotiations among us
and the dealer manager,
based upon the
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following primary
factors: the economic
conditions in and future
prospects for the
industry in which we
compete; our prospects
for future earnings; an
assessment of our
management; the present
state of our
development; the
prevailing conditions of
the equity securities
markets at the time of
this offering; the present
state of the market for
non-traded REIT
securities; current
market valuations of
public companies
considered comparable
to our Company; and the
price per Unit in our
First Follow-On Series
A Offering and our
Primary Series A
Offering. Because the
offering price is not
based upon any
independent valuation,
the offering price is not
indicative of the
proceeds that you would
receive upon liquidation.
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              There
are several
advantages to
both issuers
and investors
of a security
being deemed
a covered
security.
These include:
•    More
Investors —
Covered
securities can
be purchased
by a broader
range of
investors than
can
non-covered
securities.
Non-covered
securities are
subject to
suitability
requirements
that vary from
state to state.
These
so-called “Blue
Sky"
regulations
often prohibit
the sale of
securities to
certain
investors and
may prohibit
the sale of
securities
altogether
until a specific
volume of
sales have
been achieved
in other states.
•    Issuance
Costs —
Covered
securities may
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have lower
issuance costs
since they
avoid the
expense of
dealing with
the various
regulations of
each of the 50
states and
Washington,
D.C. This
could save
time and
money and
allows issuers
of covered
securities the
flexibility to
enter the real
estate markets
at a time of
their choosing.
All investors
of the issuer
would benefit
from any
lower issuance
costs that may
be achieved.
There are
several
disadvantages
to investors of
a security
being deemed
a covered
security.
These include:
•    Lack of
Suitability
Standards —
Since there are
no investor
eligibility
requirements,
there is no
prohibition on
the sale of the
securities to
certain
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investors,
including
investors that
may not be
suitable to
purchase the
securities.
•    No State
Review —
Investors will
not receive an
additional
level of
review and
possible
protection
afforded by
the various
state
regulators.
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RISK FACTORS
An investment in our securities involves significant risks. Prior to making a decision about investing in our securities,
and in consultation with your own financial, tax and legal advisors, you should carefully consider, among other
matters, the following risk factors, as well as those incorporated by reference in this prospectus, from our Annual
Report on Form 10-K, subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K under the
headings "Risk Factors" and "Management’s Discussion and Analysis of Financial Condition and Results of
Operations," as applicable, and other filings we may make from time to time with the SEC.
Risks Related to This Offering

There is no public market for our Series A Redeemable Preferred Stock or Warrants and we do not expect one to
develop.
There is no public market for our Series A Redeemable Preferred Stock or Warrants offered in this offering, and we
currently have no plan to list these securities on a securities exchange or to include these shares for quotation on any
national securities market. Additionally, our charter contains restrictions on the ownership and transfer of our
securities, and these restrictions may inhibit your ability to sell the Series A Redeemable Preferred Stock or Warrants
promptly or at all. Furthermore, the Warrants will expire four years from the date of issuance. If you are able to sell
the Series A Redeemable Preferred Stock or Warrants, you may only be able to sell them at a substantial discount
from the price you paid. Therefore, you should purchase the Units only as a long-term investment. After one year
from the date of issuance, the Warrants will be exercisable at your option for shares of our common stock, which
currently are publicly traded on the NYSE. Beginning on the date of original issuance, the holder of shares of Series A
Redeemable Preferred Stock may require us to redeem such shares, with the redemption price payable, in our sole
discretion, in cash or in equal value of common stock, based on the volume weighted average price per share of our
common stock for the 20 trading days prior to the redemption. If we opt to pay the redemption price in shares of
common stock, you may receive publicly traded shares as we currently expect to continue listing our common stock
on the NYSE.
We will be required to terminate this offering if our common stock is no longer listed on the NYSE or another national
securities exchange.
The Series A Redeemable Preferred Stock is a "covered security" and therefore is not subject to registration under the
state securities, or "Blue Sky," regulations in the various states in which it may be sold due to its seniority to our
common stock, which is listed on the NYSE. If our common stock is no longer listed on the NYSE or another
appropriate exchange, we will be required to register this offering in any state in which we subsequently offer the
Units. This would require the termination of this offering and could result in our raising an amount of gross proceeds
that is substantially less than the amount of the gross proceeds we expect to raise if the maximum offering is sold.
This would reduce our ability to make additional investments and limit the diversification of our portfolio.
Although the Warrants are not "covered securities," most states include an exemption from securities registration for
warrants that are exercisable into a listed security. Therefore, the Warrants are subject to state securities registration in
any state that does not provide such an exemption and this offering must be registered in order to sell the Warrants in
these states.
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Shares of Series A Redeemable Preferred Stock may be redeemed for shares of common stock, which rank junior to
the Series A Redeemable Preferred Stock with respect to dividends and upon liquidation.
Beginning on the date of original issuance, the holder of shares of Series A Redeemable Preferred Stock may require
us to redeem such shares, with the redemption price payable, in our sole discretion, in cash or in equal value of
common stock, based on the volume weighted average price per share of our common stock for the 20 trading days
prior to the redemption. We may opt to pay the redemption price in shares of our common stock. The rights of the
holders of shares of Series A Redeemable Preferred Stock rank senior to the rights of the holders of shares of our
common stock as to dividends and payments upon liquidation. Unless full cumulative dividends on our shares of
Series A Redeemable Preferred Stock for all past dividend periods have been declared and paid (or set apart for
payment), we will not declare or pay dividends with respect to any shares of our common stock for any period. Upon
liquidation, dissolution or winding up of our Company, the holders of shares of our Series A Redeemable Preferred
Stock are entitled to receive a liquidation preference of Stated Value, $1,000 per share, plus all accrued but unpaid
dividends at the rate of 6% per annum, prior and in preference to any distribution to the holders of shares of our
common stock or any other class of our equity securities junior to our Series A Redeemable Preferred Stock.
We will be able to call your shares of Series A Redeemable Preferred Stock for redemption under certain
circumstances without your consent.
We will have the ability to call the outstanding shares of Series A Redeemable Preferred Stock after ten years from the
date of original issuance of such shares of Series A Redeemable Preferred Stock. At that time, we will have the right
to redeem, at our option, the outstanding shares of Series A Redeemable Preferred Stock, in whole or in part, at 100%
of the Stated Value per share, plus any accrued and unpaid dividends. The redemption price is payable in cash or in
equal value of common stock, in our sole discretion, based on the volume weighted average price per share of our
common stock for the 20 trading days prior to the redemption.
The cash distributions you receive may be less frequent or lower in amount than you expect.
Our Board of Directors will determine the amount and timing of distributions on our Series A Redeemable Preferred
Stock. In making this determination, our directors will consider all relevant factors, including the amount of cash
available for distribution, capital expenditure and reserve requirements and general operational requirements. We
cannot assure you that we will consistently be able to generate sufficient available cash flow to fund distributions on
our Series A Redeemable Preferred Stock nor can we assure you that sufficient cash will be available to make
distributions to you. With limited prior operations, we cannot predict the amount of distributions you may receive and
we may be unable to pay, maintain or increase distributions over time. Our inability to acquire additional properties or
make real estate-related investments or operate profitably may have a negative effect on our ability to generate
sufficient cash flow from operations to pay distributions on our Series A Redeemable Preferred Stock.
The credit agreement for our credit facility limits our ability to make cash dividend payments and we may incur
additional indebtedness, which may harm our financial position and cash flow and potentially impact our ability to
pay dividends on the Series A Redeemable Preferred Stock and our common stock.
Our governing documents do not have limitations on the amount of leverage we may use. As of March 31, 2016, we
and our subsidiaries had outstanding approximately $893.4 million of secured indebtedness and no unsecured
indebtedness. The credit agreement for our credit facility specifically limits our ability to make cash dividends to the
greater of (i) the amount required for us to maintain our status as a REIT or (ii) 95.0% of our adjusted funds from
operations for the trailing four quarters on a consolidated basis. We may incur additional indebtedness and become
more highly leveraged, which could harm our financial position and potentially limit our cash available to pay
dividends. As a result, we may not have sufficient funds remaining to satisfy our dividend obligations relating to the
Series A Redeemable Preferred Stock and our common stock if we incur additional indebtedness.
Upon the sale of any individual property, holders of Series A Redeemable Preferred Stock do not have a priority over
holders of our common stock regarding return of capital.
Holders of our Series A Redeemable Preferred Stock do not have a right to receive a return of capital prior to holders
of our common stock upon the individual sale of a property. Depending on the price at which such property is sold,
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it is possible that holders of our common stock will receive a return of capital prior to the holders of our Series A
Redeemable Preferred Stock, provided that any accrued but unpaid dividends have been paid in full to holders of
Series A Redeemable Preferred Stock. It is also possible that holders of common stock will receive additional
distributions from the sale of a property (in excess of their capital attributable to the asset sold) before the holders of
Series A Redeemable Preferred Stock receive a return of their capital.
Distributions paid from sources other than our net cash provided by operating activities, particularly from proceeds of
any offerings of our securities, will result in us having fewer funds available for the acquisition of properties and other
real estate-related investments, which may adversely affect our ability to fund future distributions with net cash
provided by operating activities and may adversely affect your overall return.
Holders of Series A Redeemable Preferred Stock are entitled to receive, when, and as authorized by our Board of
Directors and declared by us out of legally available funds, cumulative cash dividends on each share of Series A
Redeemable Preferred Stock at an annual rate of six percent (6%) of the Stated Value. Dividends on each share of
Series A Redeemable Preferred Stock will begin accruing on, and will be cumulative from, the date of issuance. We
paid the initial dividend on our Series A Redeemable Preferred Stock in May 2012 to stockholders of record as of
April 30, 2012, and thereafter have consistently paid monthly dividends on the Series A Redeemable Preferred Stock.
We expect to continue to pay dividends on the Series A Redeemable Preferred Stock monthly, unless our results of
operations, our general financing conditions, general economic conditions, applicable provisions of Maryland law or
other factors make it imprudent to do so. We also expect to continue to authorize and declare dividends on the shares
of Series A Redeemable Preferred Stock on a monthly basis payable on the 20th day of the month following the
month for which the dividend was declared (or the next business day if the 20th day is not a business day). The timing
and amount of such dividends will be determined by our Board of Directors, in its sole discretion, and may vary from
time to time.
Pursuant to GAAP, regardless of the source of funds to pay acquisition costs, acquisition costs are accounted for as
deductions from total cash provided by operating activities to determine net cash provided by operating activities. As
we acquire multifamily properties and other real estate assets, we will incur substantial costs to perform due diligence
tasks and other costs connected with acquiring these assets. The funding source of these acquisition costs may be from
financing or operating activities. Regardless of the source of funding these acquisition costs, the net effect could cause
our dividend distributions to exceed our net cash provided by operating activities and could have a detrimental effect
on our stock price and the value of your investment.
If we have not generated sufficient net cash provided by operating activities and other sources, such as from
borrowings, the sale of additional securities, advances from our Manager, our Manager's deferral, suspension and/or
waiver of its fees and expense reimbursements, to fund distributions, we may use the proceeds from any offering of
our securities. Moreover, our board of directors may change our distribution policy, in its sole discretion, at any time.
Distributions made from offering proceeds may be a return of capital to stockholders, from which we will have
already paid offering expenses in connection with the related offering. We have not established any limit on the
amount of proceeds from our securities offerings that may be used to fund distributions, except that, in accordance
with our organizational documents and Maryland law, we may not make distributions that would: (1) cause us to be
unable to pay our debts as they become due in the usual course of business; or (2) cause our total assets to be less than
the sum of our total liabilities plus senior liquidation preferences, if any.
If we fund distributions from the proceeds of an offering of our securities, we will have less funds available for
acquiring properties or real estate-related investments. As a result, the return you realize on your investment may be
reduced. Funding distributions from borrowings could restrict the amount we can borrow for investments, which may
affect our profitability. Funding distributions with the sale of assets or the proceeds of an offering of our securities
may affect our ability to generate net cash provided by operating activities. Funding distributions from the sale of our
securities could dilute the interest of our common stockholders if we sell shares of our common stock or securities
convertible or exercisable into shares of our common stock to third party investors. Payment of distributions from the
mentioned sources could restrict our ability to generate sufficient net cash provided by operating activities, affect our
profitability and/or affect the distributions payable to our stockholders upon a liquidity event, any or all of which may
have an adverse effect on our stockholders.
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We established the offering price for the Units pursuant to negotiations among us and our dealer manager; as a result,
the actual value of your investment may be substantially less than what you pay.
The selling price of the Units has been determined pursuant to negotiations among us and the dealer manager, based
upon the following primary factors: the economic conditions in and future prospects for the industry in which we
compete; our prospects for future earnings; an assessment of our management; the present state of our development;
the prevailing conditions of the equity securities markets at the time of this offering; the present state of the market for
non-traded REIT securities; current market valuations of public companies considered comparable to our Company;
and the price per Unit in our First Follow-On Series A Offering and our Primary Series A Offering. Because the
offering price is not based upon any independent valuation, the offering price is not indicative of the proceeds that you
would receive upon liquidation.
Your percentage of ownership may become diluted if we issue new shares of stock or other securities, and issuances
of additional preferred stock or other securities by us may further subordinate the rights of the holders of our common
stock (which you may become upon receipt of redemption payments in shares of common stock, conversion of any of
your shares of Series A Redeemable Preferred Stock or exercise of any of your Warrants).
We may make redemption payments under the terms of the Series A Redeemable Preferred Stock in shares of our
common stock. Although the dollar amounts of such payments are unknown, the number of shares to be issued in
connection with such payments may fluctuate based on the price of our common stock. Any sales or perceived sales in
the public market of shares of our common stock issuable upon such redemption payments could adversely affect
prevailing market prices of shares of our common stock. The issuance of common stock upon such redemption
payments also may have the effect of reducing our net income per share (or increasing our net loss per share). In
addition, the existence of Series A Redeemable Preferred Stock may encourage short selling by market participants
because the existence of redemption payments could depress the market price of shares of our common stock.
Our Board of Directors is authorized, without stockholder approval, to cause us to issue additional shares of our
common stock or to raise capital through the issuance of additional preferred stock (including equity or debt securities
convertible into preferred stock), options, warrants and other rights, on such terms and for such consideration as our
Board of Directors in its sole discretion may determine. Any such issuance could result in dilution of the equity of our
stockholders. Our Board of Directors may, in its sole discretion, authorize us to issue common stock or other equity or
debt securities (a) to persons from whom we purchase apartment communities, as part or all of the purchase price of
the community, or (b) to our Manager in lieu of cash payments required under the management agreement or other
contract or obligation. Our Board of Directors, in its sole discretion, may determine the value of any common stock or
other equity or debt securities issued in consideration of apartment communities or services provided, or to be
provided, to us.
Our charter also authorizes our Board of Directors, without stockholder approval, to designate and issue one or more
classes or series of preferred stock in addition to the Series A Redeemable Preferred Stock offered in this offering
(including equity or debt securities convertible into preferred stock) and to set or change the voting, conversion or
other rights, preferences, restrictions, limitations as to dividends or other distributions and qualifications or terms or
conditions of redemption of each class or series of shares so issued. If any additional preferred stock is publicly
offered, the terms and conditions of such preferred stock (including any equity or debt securities convertible into
preferred stock) will be set forth in a registration statement registering the issuance of such preferred stock or equity or
debt securities convertible into preferred stock. Because our Board of Directors has the power to establish the
preferences and rights of each class or series of preferred stock, it may afford the holders of any series or class of
preferred stock preferences, powers, and rights senior to the rights of holders of common stock or the Series A
Redeemable Preferred Stock. If we ever create and issue additional preferred stock or equity or debt securities
convertible into preferred stock with a distribution preference over common stock or the Series A Redeemable
Preferred Stock, payment of any distribution preferences of such new outstanding preferred stock would reduce the
amount of funds available for the payment of distributions on our common stock and our Series A Redeemable
Preferred Stock. Further, holders of preferred stock are normally entitled to receive a preference payment if we
liquidate, dissolve, or wind up before any payment is made to the common stockholders, likely reducing the amount
common stockholders would otherwise receive upon such an occurrence. In addition, under certain circumstances, the
issuance of additional preferred stock may delay, prevent, render more difficult or tend to discourage a merger, tender
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Stockholders have no rights to buy additional shares of stock or other securities if we issue new shares of stock or
other securities. We may issue common stock, convertible debt or preferred stock pursuant to a subsequent public
offering or a private placement, or to sellers of properties we directly or indirectly acquire instead of, or in addition to,
cash consideration. Investors purchasing Units in this offering who do not participate in any future stock issuances
will experience dilution in the percentage of the issued and outstanding stock they own. In addition, depending on the
terms and pricing of any additional offerings and the value of our investments, you also may experience dilution in the
book value and fair mark value of, and the amount of distributions paid on, your shares of Series A Redeemable
Preferred Stock and common stock, if any.
Stockholders have limited control over changes in our policies and operations.
Our Board of Directors determines our major policies, including with regard to investment objectives, financing,
growth, debt capitalization, REIT qualification and distributions. Our Board of Directors may amend or revise these
and other policies without a vote of the stockholders. Holders of our Series A Redeemable Preferred Stock have no
voting rights. Our common stock is the only class of our securities that carries voting rights. Under our charter and the
Maryland General Corporation Law, or MGCL, holders of our common stock generally have a right to vote only on
the following matters:
•the election or removal of directors;

•the amendment of our charter, except that our Board of Directors may amend our charter without stockholder
approval to:
◦change our name;

◦change the name or other designation or the par value of any class or series of stock and the aggregate par value of our
stock;
◦increase or decrease the aggregate number of shares of stock that we have the authority to issue;
◦increase or decrease the number of shares of any class or series of stock that we have the authority to issue; and
◦effect certain reverse stock splits;
•our liquidation and dissolution; and

•our being a party to a merger, consolidation, conversion, sale or other disposition of all or substantially all our assets
or statutory share exchange.

All other matters are subject to the discretion of our Board of Directors.

The Series A Redeemable Preferred Stock will be subordinate in right of payment to any corporate level debt that we
incur, and your interests could be diluted by the issuance of additional preferred stock, including additional Series A
Redeemable Preferred Stock, and by other transactions.

The Series A Redeemable Preferred Stock will be subordinate in right of payment to any corporate level debt that we
incur. The credit agreement for our credit facility includes, and future debt we incur may include, restrictions on our
ability to pay dividends on our preferred stock, including the Series A Redeemable Preferred Stock. The issuance of
additional preferred stock on a parity with or senior to the Series A Redeemable Preferred Stock would dilute the
interests of the holders of the Series A Redeemable Preferred Stock, and any issuance of preferred stock senior to the
Series A Redeemable Preferred Stock or of additional indebtedness could affect our ability to pay dividends on,
redeem or pay the liquidation preference on the Series A Redeemable Preferred Stock. The terms of the Series A
Redeemable Preferred Stock do not restrict our ability to authorize or issue shares of a class or series of preferred
stock with rights to distributions or upon liquidation that are on parity with or senior to the Series A Redeemable
Preferred Stock or to incur additional indebtedness. The Series A Redeemable Preferred Stock does not contain any
provision affording the holders of the Series A Redeemable Preferred Stock protection in the event of a highly
leveraged or other transaction, including a merger or the sale, lease or conveyance of all or substantially all of our
assets or business, that might adversely affect the holders of the Series A Redeemable Preferred Stock.
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Our revenue and net income may vary significantly from one period to another due to investments in
opportunity-oriented properties and portfolio acquisitions, which could increase the variability of our cash available
for distributions.
We may make investments in opportunity-oriented properties in various phases of development, redevelopment or
repositioning and portfolio acquisitions, which may cause our revenues and net income to fluctuate significantly from
one period to another. Projects do not produce revenue while in development or redevelopment. During any period
when our projects in development or redevelopment or those with significant capital requirements increase without a
corresponding increase in stable revenue-producing properties, our revenues and net income likely will decrease.
Many factors may have a negative impact on the level of revenues or net income produced by our portfolio of
investments, including higher than expected construction costs, failure to complete projects on a timely basis, failure
of the properties to perform at expected levels upon completion of development or redevelopment, and increased
borrowings necessary to fund higher than expected construction or other costs related to the project. Further, our net
income and stockholders’ equity could be negatively affected during periods with large portfolio acquisitions, which
generally require large cash outlays and may require the incurrence of additional financing. Any such reduction in our
revenues and net income during such periods could cause a resulting decrease in our cash available for distributions
during the same periods.
Our ability to redeem shares of Series A Redeemable Preferred Stock may be limited by Maryland law.
Under Maryland law, a corporation may redeem stock as long as, after giving effect to the redemption, the corporation
is able to pay its debts as they become due in the usual course (the equity solvency test) and its total assets exceed the
sum of its total liabilities plus, unless its charter permits otherwise, the amount that would be needed, if the
corporation were to be dissolved at the time of the redemption, to satisfy the preferential rights upon dissolution of
stockholders when preferential rights on dissolution are superior to those whose stock is being redeemed (the balance
sheet solvency test). If the Company is insolvent at any time when a redemption of shares of Series A Redeemable
Preferred Stock is required to be made, the Company may not be able to effect such redemption.
If we fail to continue to qualify as a REIT, we will be subject to tax on our income and the amount of distributions we
make to our stockholders will be reduced.
We have elected to be taxed as a REIT commencing with our tax year ended December 31, 2011 and intend to operate
in a manner that would allow us to continue to qualify as a REIT. However, we may terminate our REIT qualification
if our Board of Directors determines that not qualifying as a REIT is in our best interest, or inadvertently. Our
qualification as a REIT depends upon our satisfaction of certain asset, income, organizational, distribution,
stockholder ownership and other requirements on a continuing basis. We currently intend to structure our activities in
a manner designed to satisfy all requirements for qualification as a REIT. However, the REIT qualification
requirements are extremely complex and interpretation of the U.S. federal income tax laws governing qualification as
a REIT is limited. Furthermore, any opinion of our counsel, including tax counsel, as to our eligibility to remain
qualified as a REIT is not binding on the Internal Revenue Service, or IRS, and is not a guarantee that we will
continue to qualify, as a REIT. Accordingly, we cannot be certain that we will be successful in operating so we can
remain qualified as a REIT. Our ability to satisfy the asset tests depends on our analysis of the characterization and
fair market values of our assets, some of which are not susceptible to a precise determination, and for which we will
not obtain independent appraisals. Our compliance with the REIT income or quarterly asset requirements also depends
on our ability to successfully manage the composition of our income and assets on an ongoing basis. Accordingly, if
certain of our operations were to be recharacterized by the IRS such recharacterization would jeopardize our ability to
satisfy all requirements for qualification as a REIT. Furthermore, future legislative, judicial or administrative changes
to the U.S. federal income tax laws could be applied retroactively, which could result in our disqualification as a
REIT.
If we fail to continue to qualify as a REIT for any taxable year and we do not qualify for certain statutory relief
provisions, we will be subject to U.S. federal income tax on our taxable income at corporate rates. In addition, we
would generally be disqualified from treatment as a REIT for the four taxable years following the year of losing our
REIT qualification. Losing our REIT qualification would reduce our net earnings available for investment or
distribution to stockholders because of the additional tax liability. In addition, distributions to stockholders would no
longer qualify for the dividends paid deduction, and we would no longer be required to make distributions. If this
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Although we intend to operate in a manner intended to continue to qualify as a REIT, it is possible that future
economic, market, legal, tax or other considerations may cause our Board of Directors to determine to revoke our
REIT election. Even if we continue to qualify as a REIT, we expect to incur some taxes, such as state and local taxes,
taxes imposed on certain subsidiaries and potential U.S. federal excise taxes.
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PREFERRED APARTMENT COMMMUNITIES, INC.
Preferred Apartment Communities, Inc. was formed as a Maryland corporation on September 18, 2009 and has elected
to be taxed as a real estate investment trust, or REIT, under the Internal Revenue Code of 1986, as amended, or the
Code, effective with its tax year ended December 31, 2011. The Company was formed primarily to acquire and
operate multifamily properties in select targeted markets throughout the United States. As part of our business
strategy, we may enter into forward purchase contracts or purchase options for to-be-built multifamily communities,
and we may make real estate-related loans, provide deposit arrangements or provide performance assurances, as may
be necessary or appropriate, in connection with the development of multifamily communities and other properties. As
a secondary strategy, we may acquire or originate senior mortgage loans, subordinate loans or mezzanine debt secured
by interests in multifamily properties, membership or partnership interests in multifamily properties and other
multifamily related assets and invest not more than 20% of our assets in other real estate-related investments, such as
grocery-anchored shopping centers, senior mortgage loans, subordinate loans or mezzanine debt secured by interests
in grocery-anchored shopping centers, membership or partnership interests in grocery-anchored shopping centers and
other grocery-anchored shopping center related assets as determined by Preferred Apartment Advisors, LLC, a
Delaware limited liability company, or our Manager as appropriate for us. We have no employees of our own; our
Manager provides all managerial and administrative personnel to us pursuant to the Sixth Amended and Restated
Management Agreement, effective as of June 3, 2016, among the Company, Preferred Apartment Communities
Operating Partnership, L.P., a Delaware limited partnership, or our Operating Partnership, and our Manager. As
referred to herein, the Sixth Amended and Restated Management Agreement, as it may be amended, is referred to as
the Management Agreement. Both our Manager and our Operating Partnership are related parties to us.
Our consolidated financial statements include the accounts of the Company and our Operating Partnership. The
Company controls our Operating Partnership through its sole general partnership interest and conducts substantially
all its business through our Operating Partnership.
Our executive offices are located at 3284 Northside Parkway NW, Suite 150, Atlanta, Georgia 30327. Our telephone
number is (770) 818-4100.
[To insert certain of the following marketing materials and related text:
Multifamily:
Infographic on Supply and Demand
Chart on historical multifamily permits
Chart on multifamily occupancy
Chart on effective multifamily rent growth
Chart on national homeownership rate
Chart on U.S. birth rate
Chart on U.S. population overview
Chart on multifamily market forecast
Chart on U.S. jobs report
Chart on U.S. historical multifamily permits
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Retail:
Chart on national retail historical deliveries
Chart on national grocery anchor data
Map on national retail center by net operating income
Chart on national shopping center sale volumes
Infograph on national shopping center construction
Infograph on national shopping center sales productivity
Chart on national occupancy rates
Student Assets:
Chart on national university enrollment growth
Chart on student housing pricing
Infograph on demographic impact on privately owned student housing
Chart on student housing pipeline analysis
Chart on U.S. population for 18 to 24 year olds
Chart on U.S. enrollment by gender
Table on campus housing trends
Chart on rent growth
Chart on financial aid impact]
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USE OF PROCEEDS
The table below sets forth our estimated use of proceeds from this offering, assuming we sell the maximum of
2,000,000 Units in this offering at the public offering price of $1,000 per Unit for maximum gross offering proceeds
of $2 billion.
The Series A Redeemable Preferred Stock and Warrants will be sold in Units, with each Unit consisting of (i) one
share of Series A Redeemable Preferred Stock with an initial Stated Value of $1,000 per share, and (ii) one Warrant to
purchase 20 shares of common stock, exercisable by the holder at an exercise price at a 20% premium to the current
market price per share of our common stock determined using the volume weighted average price per share of our
common stock for the 20 trading days prior to the date of issuance of such Warrant, subject to a minimum exercise
price of $[ ] per share (subject to adjustment). Each Unit will be sold at a public offering price of $1,000 per Unit.
Units will not be issued or certificated. The shares of Series A Redeemable Preferred Stock and Warrants are
immediately detachable and will be issued separately.
Estimated Application of Proceeds of this Offering

Maximum Offering
Amount Percent

Gross offering proceeds $2,000,000,000 100.00%
Offering expenses:
Selling commissions(1) $140,000,000 7.00 %
Dealer manager fee(1) $60,000,000 3.00 %
Other offering expenses(2) $30,000,000 1.50 %
Amount available for investment(3) $1,770,000,000 88.50 %

Cash down payment (equity) $1,673,141,622 83.66 %
Loan Coordination Fees(4) $46,858,378 2.34 %
Working capital reserve $50,000,000 2.50 %
Proceeds invested $1,770,000,000 88.50 %
Offering expenses $230,000,000 11.50 %
Total application of proceeds $2,000,000,000 100.00%
_______________________________________________________________________________    

(1)

Assumes selling commissions equal to 7.0% of gross offering proceeds and a dealer manager fee of 3.0% of gross
offering proceeds in the offering under this prospectus. See the "Plan of Distribution" section of this prospectus for
a description of these commissions and fees. We or our affiliates also may provide permissible forms of non-cash
compensation to registered representatives of our dealer manager and the participating broker-dealers, including
gifts. In no event shall such gifts exceed an aggregate value of $100 per annum per participating salesperson, or be
pre-conditioned on achievement of a sales target. The value of such items will be considered underwriting
compensation in connection with this offering, and the corresponding payments of our dealer manager fee will be
reduced by the aggregate value of such items. The aggregate combined selling commissions, dealer manager fee
and such non-cash compensation for this offering will not exceed FINRA’s 10% cap.

(2)

Includes all expenses (other than selling commissions and the dealer manager fee) to be paid by us or on our behalf
in connection with the qualification and registration of this offering and the marketing and distribution of the Units,
including, without limitation, expenses for printing and amending registration statements or supplementing
prospectuses, mailing and distributing costs, all advertising and marketing expenses, charges of transfer agents,
registrars and experts and fees, expenses and taxes related to the filing, registration and qualification, as necessary,
of the sale of the Units under federal and state laws, including taxes and fees and accountants’ and attorneys’ fees.
We will reimburse our Manager and its affiliates for such offering expenses in an amount up to 1.5% of gross
offering proceeds based on the aggregate proceeds of this offering. Our Manager and its affiliates will be
responsible for any such offering expenses that exceed 1.5% of aggregate gross offering proceeds under this
offering, without recourse against or reimbursement by us; however, upon approval by the conflicts committee of
our Board of Directors, we may reimburse our Manager for any such expenses incurred above the 1.5% amount as
permitted by FINRA. Subject to the foregoing, all organization and offering expenses,
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including selling commissions and the dealer manager fee, will be capped at 11.5% of the aggregate gross proceeds of
this offering.

(3)

Although the net proceeds are expected to be used in connection with the acquisition of multifamily properties and
other real estate-related investments, including grocery-anchored shopping centers, and the payment of fees and
expenses related thereto, the proceeds are available for our other capital needs, whether related to the repayment of
debt or otherwise. For purposes of this table, however, we have assumed that we will use all the net proceeds for
acquisitions of real property and the payment of related fees and expenses. Until required in connection with the
acquisition of real property or other capital needs, we intend to invest the net proceeds of this offering in a manner
which will not adversely affect our ability to qualify, or maintain our qualification, as a REIT. Both gross and net
proceeds do not include any amounts received by us in connection with any exercise of the Warrants.

(4)
Loan coordination fees are paid to the Manager upon the closing of a property and are calculated as 1.6% of any
assumed, new or supplemental debt incurred in connection with an acquired property, or of 63.0% of the purchase
price if the asset is not leveraged, and are governed by the Management Agreement.

Assuming the maximum offering, we estimate that we will receive net proceeds from the sale of our Units in this
offering of approximately $1.77 billion, after deducting estimated offering expenses, including selling commissions
and the dealer manager fee, payable by us of approximately $230.0 million. Both gross and net proceeds do not
include any amounts received by us in connection with any exercise of the Warrants.
We intend to invest substantially all the net proceeds of this offering in connection with the acquisition of multifamily
properties and other real estate-related investments, including grocery-anchored shopping centers, and for general
working capital purposes. If all the net proceeds of this offering are used to directly acquire real property, we estimate
that these investments would have an aggregate gross value (inclusive of mortgage indebtedness) of approximately
$4.6 billion assuming the maximum offering. We intend to acquire such investments through the incurrence of
indebtedness (secured and unsecured) of approximately 63% of the value of our tangible assets on a portfolio basis,
with the balance of the acquisition cost thereof funded through the use of the net proceeds of this offering.
Neither our charter nor our bylaws contain any limitation on the amount of leverage we may use. Our investment
guidelines, which can be amended by our Board of Directors without stockholder approval, limit our borrowings
(secured and unsecured) to 75% of the cost of our tangible assets at the time of any new borrowing. The credit
agreement for our credit facility specifically limits our ability to make cash dividends to the greater of (i) the amount
required for us to maintain our status as a REIT or (ii) 95.0% of our adjusted funds from operations on a consolidated
basis.
Our Manager may invest net proceeds of this offering in interest-bearing short-term investments that are consistent
with our intention to qualify as a REIT, pending investment in our target assets. These initial investments are expected
to provide a lower net return than we will seek to achieve from our target assets.
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RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS
Our consolidated ratio of earnings to combined fixed charges and preferred stock dividends for the years ended
December 31, 2011, 2012, 2013, 2014 and 2015 and for the three months ended March 31, 2016 are set forth below.

Ratio of Earnings to Combined Fixed Charges and Preferred Dividends

Three months
ended March
31,

Year ended December 31,

2016 2015 2014 2013 2012 2011
Earnings:
Net income (loss) $(3,389,490 ) $(2,425,989 ) $2,127,203 $(4,205,492) $(146,630 ) $(8,495,424)
Add:
Fixed charges 8,894,830 21,315,731 10,188,187 5,780,526 2,504,679 1,514,581
Less: Net (income) loss
attributable to
non-controlling interests 88,561 25,321 (33,714 ) 222,404 — —
Total earnings $5,593,901 $18,915,063 $12,281,676 $1,797,438 $2,358,049 $(6,980,843)

Fixed charges:
Interest expense $8,203,623 $19,841,455 $9,183,128 $4,921,797 $2,310,667 $1,450,101

Amortization of deferred loan
costs
related to mortgage
indebtedness 691,207 1,474,276 1,005,059 858,729 194,012 64,480

Total fixed charges 8,894,830 21,315,731 10,188,187 5,780,526 2,504,679 1,514,581

Preferred dividends 7,881,735 18,751,934 7,382,320 3,963,146 450,806 —
Total combined fixed charges
and
preferred dividends $16,776,565 $40,067,665 $17,570,507 $9,743,672 $2,955,485 $1,514,581

Ratio of earnings to combined
fixed charges and preferred
dividends 0.33 0.47 0.70 0.18 0.80 (A)

(A) The computation of our ratios of earnings to combined fixed charges and preferred stock dividends indicates that
earnings were inadequate to cover combined fixed charges and preferred stock dividends by approximately $11.2
million, $21.2 million, $5.3 million, $7.9 million, $597,000 and $8.5 million for the three months ended March 31,
2016 and the twelve months ended December 31, 2015, 2014, 2013, 2012 and 2011, respectively. Our net loss to
common stockholders for the year ended December 31, 2013 includes the effect of a one-time deemed non-cash
dividend of approximately $7.0 million related to a beneficial conversion feature within our Series B Preferred Stock,
all of which was converted to common stock on May 16, 2013. Combined fixed charges and preferred dividends for
the twelve months ended December 31, 2013 do not reflect the deemed non-cash dividend.
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DESCRIPTION OF CAPITAL STOCK AND SECURITIES OFFERED
We were formed under the laws of the state of Maryland. The rights of our stockholders are governed by Maryland
law as well as our charter and bylaws. The following summary of our capital stock does not purport to be complete
and is subject to and qualified in its entirety by reference to Maryland law and to our charter (including the applicable
articles supplementary designating the terms of a class or series of preferred stock) and bylaws, copies of which are
filed as exhibits to the registration statement of which this prospectus forms a part. See "Where You Can Find More
Information about Preferred Apartment Communities."
General
Our charter authorizes us to issue up to 400,066,666 shares of common stock, $0.01 par value per share, and
15,000,000 shares of preferred stock, $0.01 par value per share, 3,050,000 shares of which have been classified and
designated as Series A Redeemable Preferred Stock. Our charter authorizes our Board of Directors to amend our
charter from time to time to increase or decrease the aggregate number of authorized shares of stock or the number of
shares of stock of any class or series that we have authority to issue without stockholder approval. As of April 29,
2016, 23,173,682 shares of common stock were issued and outstanding on a fully diluted basis, including 7,536
unvested restricted shares of common stock, and 600,253 shares of Series A Redeemable Preferred Stock were issued
and outstanding. Under Maryland law, stockholders are not generally liable for our debts or obligations.
As of April 29, 2016, there were outstanding: (i) 577,760 warrants issued in connection with our Primary Series A
Offering and our First Follow-On Series A Offering that are exercisable for 11,555,200 shares of our common stock;
and (ii) 886,520 Class A Units of our Operating Partnership, with each Class A Unit exchangeable for one share of
our common stock or, at our option, the cash value of one share of our common stock. Other than those described in
the previous sentence, there are no outstanding warrants or rights of any other kind in respect of our common stock.
Our charter also contains a provision permitting our Board of Directors, by resolution, to classify or reclassify any
unissued common stock or preferred stock into one or more classes or series by setting or changing the preferences,
conversion or other rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications,
or terms or conditions of redemption of any new class or series of stock, subject to certain restrictions, including the
express terms of any class or series of stock outstanding at the time. We believe that the power to classify or reclassify
unissued shares of stock and thereafter issue the classified or reclassified shares provides us with increased flexibility
in structuring possible future financings and acquisitions and in meeting other needs that might arise.
Our charter and bylaws contain certain provisions that could make it more difficult to acquire control of the Company
by means of a tender offer, a proxy contest or otherwise. These provisions are expected to discourage certain types of
coercive takeover practices and inadequate takeover bids and to encourage persons seeking to acquire control of the
Company to negotiate first with our Board of Directors. We believe that these provisions increase the likelihood that
proposals initially will be on more attractive terms than would be the case in their absence and facilitate negotiations
that may result in improvement of the terms of an initial offer that might involve a premium price for our common
stock or otherwise be in the best interest of our stockholders. See the section entitled "Risk Factors" included
elsewhere in this prospectus.
Common Stock
Subject to the preferential rights of our Series A Redeemable Preferred Stock and any preferential rights of any other
class or series of stock and to the provisions of our charter regarding the restrictions on the ownership and transfer of
stock, the holders of common stock are entitled to such distributions as may be authorized from time to time by our
Board of Directors and declared by us out of legally available funds and, upon our liquidation, are entitled to receive
all assets available for distribution to our stockholders. Holders of common stock will not have preemptive rights,
which means that they will not have an automatic option to purchase any new shares that we issue, or preference,
conversion, exchange, sinking fund or redemption rights. Holders of common stock generally will have no appraisal
rights.
The holders of common stock shall vote together as a single class on all matters. Holders of shares of common stock
shall be entitled to vote for the election of directors. Directors may be removed from office, with or without cause, by
the affirmative vote of the holders of not less than 66 2/3% of the total voting power of all outstanding common stock.
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Vacancies on the Board of Directors resulting from death, resignation, removal or otherwise and newly created
directorships resulting from any increase in the number of directors may be filled by a majority of the directors then in
office (although less than a quorum). Any such director elected to fill a vacancy will hold office until the next annual
meeting of stockholders and until his or her successor is elected and qualifies or until his or her earlier death,
resignation or removal.
Preferred Stock
Our charter authorizes our Board of Directors, without stockholder approval, to designate and issue one or more
classes or series of preferred stock and to set or change the voting, conversion or other rights, preferences, restrictions,
limitations as to dividends or other distributions and qualifications or terms or conditions of redemption of each class
of shares so issued. If any preferred stock is publicly offered, the terms and conditions of such preferred stock,
including any convertible preferred stock, will be set forth in articles supplementary and described in a prospectus
supplement relating to the issuance of such preferred stock, if such preferred stock is registered. Because our Board of
Directors has the power to establish the preferences and rights of each class or series of preferred stock, it may afford
the holders of any series or class of preferred stock preferences, powers, and rights senior to the rights of holders of
common stock or other preferred stock. If we ever create and issue additional preferred stock with a distribution
preference over common stock or preferred stock, payment of any distribution preferences of new outstanding
preferred stock would reduce the amount of funds available for the payment of distributions on the common stock and
junior preferred stock. Further, holders of preferred stock are normally entitled to receive a preference payment if we
liquidate, dissolve, or wind up before any payment is made to the common stockholders, likely reducing the amount
common stockholders would otherwise receive upon such an occurrence. In addition, under certain circumstances, the
issuance of additional preferred stock may delay, prevent, render more difficult or tend to discourage the following:
•a merger, tender offer, or proxy contest;
•the assumption of control by a holder of a large block of our securities; or
•the removal of incumbent management.

Also, our Board of Directors, without stockholder approval, may issue additional preferred stock with voting and
conversion rights that could adversely affect the holders of common stock or preferred stock.
Securities Offered In This Offering
Series A Redeemable Preferred Stock
Our Board of Directors, including our independent directors, has created out of the authorized and unissued shares of
our preferred stock, a series of redeemable preferred stock, designated as the Series A Redeemable Preferred Stock.
The following is a brief description of the terms of our Series A Redeemable Preferred Stock. The description of our
Series A Redeemable Preferred Stock contained herein does not purport to be complete and is qualified in its entirety
by reference to the Articles Supplementary for our Series A Redeemable Preferred Stock, which have been filed with
the SEC and are incorporated by reference as an exhibit to the registration statement, of which this prospectus is a
part.
Rank. Our Series A Redeemable Preferred Stock ranks with respect to dividend rights and rights upon our liquidation,
winding-up or dissolution:

•
senior to our common stock and any other class or series of our capital stock, the terms of which expressly provide
that our Series A Redeemable Preferred Stock ranks senior to such class or series as to dividend rights or rights on our
liquidation, winding-up and dissolution;

•
on parity with any class or series of our capital stock, the terms of which expressly provide that such class or series
ranks on parity with our Series A Redeemable Preferred Stock as to dividend rights and rights on our liquidation,
winding up and dissolution;

•
junior to each class or series of our capital stock, including capital stock issued in the future, the terms of which
expressly provide that such class or series ranks senior to the Series A Redeemable Preferred Stock as to dividend
rights or rights on our liquidation, winding up and dissolution; and
•junior to all our existing and future debt obligations.
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Investors in the Series A Redeemable Preferred Stock should note that holders of common stock will receive
additional distributions from the sale of a property (in excess of their capital attributable to the asset sold) before the
holders of Series A Redeemable Preferred Stock receive a return of their capital.
Stated Value. Each share of Series A Redeemable Preferred Stock has an initial "Stated Value" of $1,000, subject to
appropriate adjustment in relation to certain events, such as recapitalizations, stock dividends, stock splits, stock
combinations, reclassifications or similar events affecting our Series A Redeemable Preferred Stock, as set forth in the
Series A Articles Supplementary.
Dividends. Subject to the preferential rights of the holders of any class or series of our capital stock ranking senior to
our Series A Redeemable Preferred Stock, if any such class or series is authorized in the future, the holders of Series
A Redeemable Preferred Stock are entitled to receive, when, and as authorized by our Board of Directors and declared
by us out of legally available funds, cumulative cash dividends on each share of Series A Redeemable Preferred Stock
at an annual rate of six percent (6%) of the Stated Value. Dividends on each share of Series A Redeemable Preferred
Stock begin accruing on, and are cumulative from, the date of issuance. We paid the initial dividend on our Series A
Redeemable Preferred Stock in May 2012 to stockholders of record as of April 30, 2012, and thereafter have
consistently paid monthly dividends on the Series A Redeemable Preferred Stock. We expect to continue to pay
dividends on the Series A Redeemable Preferred Stock monthly, unless our results of operations, our general
financing conditions, general economic conditions, applicable provisions of Maryland law or other factors make it
imprudent to do so. We also expect to continue to authorize and declare dividends on the shares of Series A
Redeemable Preferred Stock on a monthly basis payable on the 20th day of the month following the month for which
the dividend was declared (or the next business day if the 20th day is not a business day). The timing and amount of
such dividends will be determined by our Board of Directors, in its sole discretion, and may vary from time to time.
Holders of our shares of Series A Redeemable Preferred Stock are not entitled to any dividend in excess of full
cumulative dividends on our shares of Series A Redeemable Preferred Stock. Unless full cumulative dividends on our
shares of Series A Redeemable Preferred Stock for all past dividend periods have been or contemporaneously are
declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment, we will not:

•

declare and pay or declare and set apart for payment dividends and we will not declare and make any other
distribution of cash or other property (other than dividends or distributions paid in shares of stock ranking junior to
the Series A Redeemable Preferred Stock as to the dividend rights or rights on our liquidation, winding-up or
dissolution, and options, warrants or rights to purchase such shares), directly or indirectly, on or with respect to any
shares of our common stock or any class or series of our stock ranking junior to or on parity with the Series A
Redeemable Preferred Stock as to dividend rights or rights on our liquidation, winding-up or dissolution for any
period; or

•

except by conversion into or exchange for shares of stock ranking junior to the Series A Redeemable Preferred Stock
as to dividend rights or rights on our liquidation, winding-up or dissolution, or options, warrants or rights to purchase
such shares, redeem, purchase or otherwise acquire (other than a redemption, purchase or other acquisition of
common stock made for purposes of an employee incentive or benefit plan) for any consideration, or pay or make
available any monies for a sinking fund for the redemption of, any common stock or any class or series of our stock
ranking junior to or on parity with the Series A Redeemable Preferred Stock as to dividend rights or rights on our
liquidation, winding-up or dissolution.

To the extent necessary to preserve our status as a REIT, the foregoing sentence, however, will not prohibit declaring
or paying or setting apart for payment any dividend or other distribution on the common stock.
Redemption at the Option of a Holder. During the period beginning on the date of original issuance of the shares of
our Series A Redeemable Preferred Stock to be redeemed and ending on the date immediately preceding the first
anniversary of such original issuance, the holder will have the right to require the Company to redeem such shares of
Series A Redeemable Preferred Stock at a redemption price equal to the Stated Value, less a 13% redemption fee, plus
any accrued but unpaid dividends.
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During the period beginning one year from the date of original issuance of the shares of our Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the third anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, less a 10% redemption fee, plus any accrued but
unpaid dividends.
During the period beginning three years from the date of original issuance of the shares of our Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the fourth anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, less a 5% redemption fee, plus any accrued but unpaid
dividends.
During the period beginning four years from the date of original issuance of the shares of our Series A Redeemable
Preferred Stock to be redeemed and ending on the day immediately preceding the fifth anniversary of such original
issuance, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, less a 3% redemption fee, plus any accrued but unpaid
dividends.
Beginning five years from the date of original issuance of the shares of our Series A Redeemable Preferred Stock to be
redeemed, the holder will have the right to require the Company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to 100% of the Stated Value, plus any accrued but unpaid dividends.
If a holder of Series A Redeemable Preferred Stock causes the Company to redeem such shares of Series A
Redeemable Preferred Stock, we have the right, in our sole discretion, to pay the redemption price in cash or in equal
value of our common stock, based on the volume weighted average price per share of our common stock for the 20
trading days prior to the redemption.
Our obligation to redeem any shares of our Series A Redeemable Preferred Stock is limited to the extent that we do
not have sufficient funds available to fund any such redemption or we are restricted by applicable law from making
such redemption.
Optional Redemption Following Death of a Holder.  Subject to restrictions, beginning on the date of original issuance
and ending two years thereafter, we will redeem shares of Series A Redeemable Preferred Stock held by a natural
person upon his or her death at the written request of the holder’s estate at a redemption price equal to the Stated
Value, plus accrued and unpaid dividends thereon through and including the date of redemption; provided, however,
that our obligation to redeem any of the shares of Series A Redeemable Preferred Stock is limited to the extent that we
do not have sufficient funds available to fund any such redemption or we are restricted by applicable law from making
such redemption. Upon any such redemption request from a holder’s estate, we have the right, in our sole discretion, to
pay the redemption price in cash or in equal value of our common stock, based on the volume weighted average price
per share of our common stock for the 20 trading days prior to the redemption.
Optional Redemption by the Company. We will have the right to redeem any or all shares of our Series A Redeemable
Preferred Stock beginning on the tenth anniversary of the date of original issuance of the shares of Series A
Redeemable Preferred Stock to be redeemed. We will redeem such shares of Series A Redeemable Preferred Stock at
a redemption price equal to 100% of the Stated Value per share of Series A Redeemable Preferred Stock, plus any
accrued but unpaid dividends. We have the right, in our sole discretion, to pay the redemption price in cash or in equal
value of our common stock, based on the volume weighted average price per share of our common stock for the 20
trading days prior to the redemption, in exchange for the Series A Redeemable Preferred Stock.
We may exercise our redemption right by delivering a written notice thereof to all, but not less than all, of the holders
of Series A Redeemable Preferred Stock. A notice of redemption shall be irrevocable. Each such notice will state the
date on which the redemption by us shall occur, which date will be 30 days following the notice date.
Liquidation Preference. Upon any voluntary or involuntary liquidation, dissolution or winding-up of our affairs,
before any distribution or payment shall be made to holders of our common stock or any other class or series of capital
stock ranking junior to our shares of Series A Redeemable Preferred Stock, the holders of shares of Series A
Redeemable Preferred Stock will be entitled to be paid out of our assets legally available for distribution to our
stockholders, after
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payment or provision for our debts and other liabilities, a liquidation preference equal to the Stated Value per share,
plus an amount equal to any accrued and unpaid dividends (whether or not declared) to and including the date of
payment.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of our shares of
Series A Redeemable Preferred Stock will have no right or claim to any of our remaining assets. Our consolidation or
merger with or into any other corporation, trust or other entity, the consolidation or merger of any other corporation,
trust or entity with or into us, the sale or transfer of any or all our assets or business, or a statutory share exchange will
not be deemed to constitute a liquidation, dissolution or winding-up of our affairs.
In determining whether a distribution (other than upon voluntary or involuntary liquidation), by dividend, redemption
or other acquisition of shares of our stock or otherwise, is permitted under the Maryland General Corporation Law, or
the MGCL, amounts that would be needed, if we were to be dissolved at the time of distribution, to satisfy the
preferential rights upon dissolution of holders of the Series A Redeemable Preferred Stock will not be added to our
total liabilities.
Voting Rights. Our Series A Redeemable Preferred Stock has no voting rights.
Common Stock Warrants
The following is a brief summary of the Warrants and is subject to, and qualified in its entirety by, the terms set forth
in the Warrant Agreement (as defined below) and global warrant certificate filed with the SEC and incorporated by
reference as exhibits to the registration statement, of which this prospectus is a part.
Warrant Agreement. The Warrants to be issued in this offering will be governed by a warrant agreement, or the
Warrant Agreement. The Warrants shall be issued either in certificated form or by "book-entry" form, in either case to
DTC, and evidenced by one or more global warrants. Those investors who own beneficial interests in a global warrant
do so through participants in DTC’s system, and the rights of these indirect owners will be governed solely by the
Warrant Agreement and the applicable procedures and requirements of the DTC. The Warrants may be exercised by
the holders of beneficial interest in the Warrants by delivering to the warrant agent, through a broker who is a DTC
participant, prior to the expiration of such Warrants, a duly signed exercise notice and payment of the exercise price
for the shares of our common stock for which such Warrants are being exercised, as described in more detail below.
Exercisability. Holders may exercise the Warrants at any time beginning one year from the date of issuance up to 5:00
p.m., New York time, on the date that is the fourth anniversary of the date of issuance. The Warrants are exercisable,
at the option of each holder, in whole, but not in part, by delivering to the warrant agent a duly executed exercise
notice accompanied by payment in full for the number of shares of our common stock purchased upon such exercise
(except in the case of a cashless exercise in the circumstances discussed below). Each Warrant is exercisable for 20
shares of our common stock (subject to adjustment, as discussed below). A holder of Warrants does not have the right
to exercise any portion of a Warrant to the extent that, after giving effect to the issuance of shares of our common
stock upon such exercise, the holder (together with its affiliates and any other persons acting as a group together with
such holder or any of its affiliates) would beneficially own in excess of 9.8% in value of the shares of our capital stock
outstanding or in excess of 9.8% (in value or number of shares, whichever is more restrictive) of the shares of our
common stock outstanding, in each case, immediately after giving effect to the issuance of shares of our common
stock upon exercise of the Warrant.
Cashless Exercise. If, on the date of any exercise of any Warrant, a registration statement covering the issuance of the
shares of common stock issuable upon exercise of the Warrant is not effective and an exemption from registration is
not available for the resale of such shares of common stock issuable upon exercise of the Warrant, the holder may
satisfy its obligation to pay the exercise price upon the exercise of its Warrant on a cashless basis in accordance with
the terms of the Warrant Agreement. When exercised on a cashless basis, a portion of the Warrant is cancelled in
payment of the purchase price payable in respect of the number of shares of our common stock purchasable upon such
exercise. Any Warrant that is outstanding on the termination date of the Warrant shall be automatically terminated.
Exercise Price. The exercise price of the common stock purchasable upon exercise of the Warrants equals a 20%
premium to the current market price per share of our common stock on the date of issuance of such Warrant, subject to
a minimum exercise price of $[ ]per share. The current market price will be determined using the weighted average
price per share of the 20 days of trading volume immediately prior to the date of the issuance of the Warrant. The
exercise price
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and the number of shares of common stock issuable upon exercise of the Warrants are subject to appropriate
adjustment from time to time in relation to the following events or actions in respect of the Company: (i) we declare a
dividend or make a distribution on our outstanding common stock in common stock; (ii) we subdivide or reclassify
our outstanding common stock into a greater number of shares of our common stock; (iii) we combine or reclassify
our outstanding common stock into a smaller number of shares of our common stock; or (iv) we enter into any
transaction whereby the outstanding shares of our common stock are at any time changed into or exchanged for a
different number or kind of shares or other securities of the Company or of another entity through reorganization,
merger, consolidation, liquidation or recapitalization.
Transferability. Subject to applicable law, the Warrants may be transferred at the option of the holder upon surrender
of the Warrants with the appropriate instruments of transfer.
Exchange Listing. We do not plan on making an application to list the Warrants on NYSE, any other national
securities exchange or other nationally recognized trading system. Our common stock is listed on NYSE.
Rights as Stockholder. Except as otherwise provided in the Warrants or by virtue of such holder’s ownership of shares
of our common stock, the holders of the Warrants will not have the rights or privileges of holders of our common
stock, including any voting rights, until they exercise their Warrants.
Fractional Shares. No fractional shares of common stock will be issued upon the exercise of the Warrants. Rather, we
shall, at our election, either pay a cash adjustment in respect of such fraction in an amount equal to such fraction
multiplied by the exercise price or round up the number of shares of common stock to be issued to the nearest whole
number.
Meetings and Special Voting Requirements
Subject to our charter restrictions on ownership and transfer of our stock and except as may otherwise be specified in
our charter, each holder of common stock is entitled at each meeting of stockholders to one vote per share owned by
such stockholder on all matters submitted to a vote of stockholders. There is no cumulative voting in the election of
our Board of Directors. A plurality of all the votes cast at a meeting of stockholders duly called and at which a quorum
is present shall be sufficient to elect a director.
Under Maryland law, a Maryland corporation generally cannot dissolve, amend its charter, merge, convert, sell all or
substantially all its assets, engage in a share exchange or engage in similar transactions outside the ordinary course of
business, unless declared advisable by the Board of Directors and approved by the affirmative vote of stockholders
entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland corporation may
provide in its charter for approval of these matters by a lesser percentage, but not less than a majority of all the votes
entitled to be cast on the matter. Our charter does not provide for a lesser percentage in these situations.
An annual meeting of our stockholders will be held each year. Special meetings of stockholders may be called upon
the request of a majority of our directors, the chairman of the Board, the president or the chief executive officer and
must be called by our secretary to act on any matter that may properly be considered at a meeting of stockholders
upon the written request of stockholders entitled to cast at least a majority of the votes entitled to be cast on such
matter at the meeting (subject to the stockholders’ compliance with certain procedures set forth in our bylaws). The
presence of stockholders entitled to cast at least a majority of all the votes entitled to be cast at such meeting on any
matter, either in person or by proxy, will constitute a quorum.
One or more persons who together are and for at least six months have been stockholders of record of at least five
percent of the outstanding shares of any class of our stock are entitled to receive a copy of our stockholder list upon
request in accordance with Maryland law. The list provided by us will include each stockholder’s name and address
and the number of shares owned by each stockholder and will be made available within 20 days of the receipt by us of
the request. Stockholders and their representatives shall also be given access to our bylaws, the minutes of stockholder
proceedings, our annual statements of affairs and any voting trust agreements on file at our principal office during
usual business hours. We have the right to request that a requesting stockholder represent to us that the list and records
will not be used to pursue commercial interests.
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Restrictions on Ownership and Transfer
In order for us to continue to qualify as a REIT under the Code, we must meet the following criteria regarding our
stockholders’ ownership of our shares:

•

we cannot be "closely held" under Section 856(h) of the Code; that is, five or fewer individuals (as specially defined
in the Code to include specified private foundations, employee benefit plans and trusts and charitable trusts and
subject to certain constructive ownership rules) may not own, directly or indirectly, more than 50% in value of our
outstanding shares during the last half of a taxable year, other than our first REIT taxable year; and

•100 or more persons must beneficially own our shares during at least 335 days of a taxable year of twelve months or
during a proportionate part of a shorter taxable year, other than our first REIT taxable year.

See the section entitled "Material U.S. Federal Income Tax Considerations" included elsewhere in this prospectus for
further discussion of this topic. We may prohibit certain acquisitions and transfers of shares so as to ensure our
continued qualification as a REIT under the Code. However, there can be no assurance that this prohibition will be
effective. Because we believe it is essential for us to continue to qualify as a REIT, among other purposes, our charter
provides (subject to certain exceptions) that no person may own, or be deemed to own by virtue of the attribution
provisions of the Code, more than 9.8% in value of the aggregate of our outstanding shares of stock or more than
9.8% (in value or number of shares, whichever is more restrictive) of any class or series of shares of our stock.
Our Board of Directors, in its sole discretion, may waive this ownership limit (prospectively or retroactively) if
evidence satisfactory to our directors, including certain representations and undertakings required by our charter, is
presented that such ownership will not then or in the future jeopardize our status as a REIT. Also, these restrictions on
transferability and ownership will not apply if our directors determine that it is no longer in our best interests to
continue to qualify as a REIT or that compliance with such restrictions is no longer required in order for us to qualify
as a REIT.
In addition to prohibiting the transfer or ownership of our stock that would result in any person owning, directly or
indirectly, shares of our stock in excess of the foregoing ownership limitations, our charter prohibits the transfer or
ownership of our stock if such transfer or ownership would:

•with respect to transfers only, result in our stock being beneficially owned by fewer than 100 persons, determined
without reference to any rules of attribution;

•result in our being "closely held" within the meaning of Section 856(h) of the Code (regardless of whether the
ownership interest is held during the last half of a taxable year);
•result in our owning, directly or indirectly, more than 9.8% of the ownership interests in any tenant or subtenant; or
•otherwise result in our disqualification as a REIT.

If any attempted transfer of our stock, if effective, would result in a violation of these limitations, then the number of
shares causing the violation (rounded up to the nearest whole share) will be automatically transferred to a trust for the
exclusive benefit of one or more charitable beneficiaries (or, in the case of a transfer that would result in our stock
being beneficially owned by fewer than 100 persons, be void), and the proposed transferee will not acquire any rights
in the shares. To avoid confusion, these shares so transferred to a beneficial trust will be referred to in this prospectus
as Excess Securities. Excess Securities will remain issued and outstanding shares and will be entitled to the same
rights and privileges as all other shares of the same class or series. The trustee of the beneficial trust, as holder of the
Excess Securities, will be entitled to receive all distributions authorized by the Board of Directors on such securities
for the benefit of the charitable beneficiary. Our charter further entitles the trustee of the beneficial trust to vote all
Excess Securities and, subject to Maryland law, to rescind as void any vote cast by the proposed transferee of Excess
Securities prior to our discovery of the Excess Securities and to recast the vote in accordance with the desires of the
trustee acting for the benefit of the charitable beneficiary. However, if we have already taken irreversible corporate
action, then the trustee will not have the authority to rescind and recast the vote. If a transfer to the trust would be
ineffective for any reason to prevent a violation of any of the foregoing restrictions, the transfer resulting in such
violation will be void from the time of such purported transfer.
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The trustee of the beneficial trust will select a transferee to whom the Excess Securities may be sold as long as such
sale does not violate the 9.8% ownership limit or the other restrictions on ownership and transfer. Upon sale of the
Excess Securities, the intended transferee (the transferee of the Excess Securities whose ownership would have
violated the 9.8% ownership limit or the other restrictions on ownership and transfer) will receive from the trustee of
the beneficial trust the lesser of such sale proceeds, or the price per share the intended transferee paid for the Excess
Securities (or, in the case of a gift or devise to the intended transferee, the price per share equal to the market value per
share on the date of the event causing the shares to be held in the beneficial trust). The trustee may reduce the amount
payable to the intended transferee by the amount of dividends and other distributions which have been paid to the
intended transferee and are owed by the intended transferee to the trustee. The trustee of the beneficial trust will
distribute to the charitable beneficiary any amount the trustee receives in excess of the amount to be paid to the
intended transferee.
In addition, we have the right to purchase any Excess Securities at the lesser of (i) the price per share paid in the
transfer that created the Excess Securities (or, in the case of a devise or gift, the market price at the time of such devise
or gift), and (ii) the market price on the date we, or our designee, exercise such right. We may reduce the amount
payable to the intended transferee by the amount of dividends and other distributions which have been paid to the
intended transferee and are owed by the intended transferee to the trustee. We will have the right to purchase the
Excess Securities until the trustee has sold the shares. Upon a sale to us, the interest of the charitable beneficiary in the
shares sold will terminate and the trustee will distribute the net proceeds of the sale to the intended transferee.
Any person who (i) acquires or attempts or intends to acquire shares in violation of the foregoing ownership
limitations, or (ii) would have owned shares that resulted in a transfer to a charitable trust, is required to give us
immediate written notice or, in the case of a proposed or intended transaction, 15 days’ written notice. In both cases,
such persons must provide to us such other information as we may request in order to determine the effect, if any, of
such transfer on our status as a REIT. The foregoing restrictions will continue to apply until our Board of Directors
determines it is no longer in our best interest to continue to qualify as a REIT or that compliance with the restrictions
is no longer required in order for us to qualify as a REIT.
The 9.8% ownership limit does not apply to the underwriters in a public offering of shares. Any person who owns
more than 5% (or such lower percentage as required by the Code or the Treasury Regulations promulgated thereunder)
of the outstanding shares during any taxable year will be asked to deliver a statement or affidavit setting forth the
name and address of such owner, the number of shares beneficially owned, directly or indirectly, and a description of
the manner in which such shares are held. Each such person also must provide us with such additional information as
we may request in order to determine the effect of such ownership on our status as a REIT and to ensure compliance
with the 9.8% ownership limit.
Distribution Policy and Distributions
Holders of Series A Redeemable Preferred Stock are entitled to receive, when, and as authorized by our Board of
Directors and declared by us out of legally available funds, cumulative cash dividends on each share of Series A
Redeemable Preferred Stock at an annual rate of six percent (6%) of the Stated Value. Dividends on each share of
Series A Redeemable Preferred Stock will begin accruing on, and will be cumulative from, the date of issuance. We
paid the initial dividend on our Series A Redeemable Preferred Stock in May 2012 to applicable stockholders of
record as of April 30, 2012, and thereafter have consistently paid monthly dividends on the Series A Redeemable
Preferred Stock. We expect to continue to pay dividends on the Series A Redeemable Preferred Stock monthly, unless
our results of operations, our general financing conditions, general economic conditions, applicable provisions of
Maryland law or other factors make it imprudent to do so. We also expect to continue to authorize and declare
dividends on the shares of Series A Redeemable Preferred Stock on a monthly basis payable on the 20th day of the
month following the month for which the dividend was declared (or the next business day if the 20th day is not a
business day). The timing and amount of such dividends will be determined by our Board of Directors, in its sole
discretion, and may vary from time to time.
Because all our operations will be performed indirectly through our Operating Partnership, our ability to pay
distributions depends on our Operating Partnership’s ability to pay distributions to its partners, including to us. If we
do not have enough cash from operations to fund the distribution, we may borrow, issue additional securities or sell
assets in order to fund the distributions.
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Distributions will be paid to our stockholders when and if authorized by our Board of Directors and declared by us out
of legally available funds as of the record dates selected by our Board of Directors. We expect to declare and pay
distributions to our common stockholders quarterly unless our results of operations, our general financial condition,
general economic conditions or other factors make it imprudent to do so. Distributions will be authorized at the
discretion of our Board of Directors, which will be influenced in part by its intention to comply with the REIT
requirements of the Code. We intend to make distributions sufficient to meet the annual distribution requirement and
to avoid U.S. federal income and excise taxes on our earnings; however, it may not always be possible to do so. The
funds we receive from operations that are available for distribution may be affected by a number of factors, including
the following:
•the amount of time required for us to invest the funds received in any offering;
•our operating and interest expenses;
•the ability of tenants to meet their obligations under the leases associated with our properties;
•the amount of distributions or dividends received by us from our indirect real estate investments;
•our ability to keep our properties occupied;
•our ability to maintain or increase rental rates when renewing or replacing current leases;
•capital expenditures and reserves for such expenditures;
•the issuance of additional shares; and
•financings and refinancings.

We must distribute to our stockholders at least 90% of our REIT taxable income each year in order to meet the
requirements for being treated as a REIT under the Code. This requirement is described in greater detail in the section
entitled "Material U.S. Federal Income Tax Considerations — Annual Distribution Requirements" included elsewhere in
this prospectus. Our directors may authorize distributions in excess of this percentage as they deem appropriate.
Because we may receive income from interest or rents at various times during our fiscal year, distributions may not
reflect our income earned in that particular distribution period, but may be made in anticipation of cash flow that we
expect to receive during a later period and may be made in advance of actual receipt of funds in an attempt to make
distributions relatively uniform. To allow for such differences in timing between the receipt of income and the
payment of expenses, and the effect of required debt payments, among other things, could require us to borrow funds
from third parties on a short-term basis, issue new securities, or sell assets to meet the distribution requirements that
are necessary to achieve the tax benefits associated with qualifying as a REIT. These methods of obtaining funding
could affect future distributions by increasing operating costs and decreasing available cash. In addition, such
distributions may constitute a return of capital. See the section entitled "Material U.S. Federal Income Tax
Considerations — REIT Qualification Tests" included elsewhere in this prospectus.
Business Combinations
Under Maryland law, "business combinations" between a Maryland corporation and an interested stockholder or an
affiliate of an interested stockholder are prohibited for five years after the most recent date on which the interested
stockholder becomes an interested stockholder. These business combinations include a merger, consolidation, share
exchange, or, in circumstances specified in the statute, an asset transfer or issuance or reclassification of equity
securities. An interested stockholder is defined as:

•any person who beneficially owns, directly or indirectly, 10% or more of the voting power of the corporation’s
outstanding voting stock; or

•
an affiliate or associate of the corporation who, at any time within the two-year period prior to the date in question,
was the beneficial owner, directly or indirectly, of 10% or more of the voting power of the then outstanding stock of
the corporation.

A person is not an interested stockholder under the statute if the board of directors approved in advance the transaction
by which he otherwise would have become an interested stockholder. However, in approving a transaction, the board
of directors may provide that its approval is subject to compliance, at or after the time of approval, with any terms and
conditions determined by the board.
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•80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the corporation; and

•
two-thirds of the votes entitled to be cast by holders of voting stock of the corporation other than shares held by the
interested stockholder with whom or with whose affiliate the business combination is to be effected or held by an
affiliate or associate of the interested stockholder.

These super-majority vote requirements do not apply if the corporation’s common stockholders receive a minimum
price, as defined under Maryland law, for their shares in the form of cash or other consideration in the same form as
previously paid by the interested stockholder for its shares.
The statute permits various exemptions from its provisions, including business combinations that are exempted by the
board of directors before the time that the interested stockholder becomes an interested stockholder. Pursuant to the
statute, our Board of Directors has adopted a resolution exempting any business combination with our Manager or any
affiliate of our Manager. Consequently, the five-year prohibition and the super-majority vote requirements will not
apply to business combinations between us and our Manager or any affiliate of our Manager. As a result, our Manager
or any affiliate of our Manager may be able to enter into business combinations with us that may not be in the best
interest of our stockholders, without compliance with the super-majority vote requirements and the other provisions of
the statute.
The business combination statute may discourage others from trying to acquire control of us and increase the
difficulty of consummating any offer.
Control Share Acquisitions
Maryland law provides that control shares of a Maryland corporation acquired in a control share acquisition have no
voting rights except to the extent approved by the affirmative vote of holders of two-thirds of the votes entitled to be
cast on the matter. Shares owned by the acquiror, by officers or by employees who are directors of the corporation are
excluded from shares entitled to vote on the matter. Control shares are voting shares of stock which, if aggregated
with all other shares of stock owned by the acquiror or in respect of which the acquiror is able to exercise or direct the
exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquiror to exercise voting
power in electing directors within one of the following ranges of voting power:
•one-tenth or more but less than one-third;
•one-third or more but less than a majority; or
•a majority or more of all voting power.

Control shares do not include shares the acquiring person is then entitled to vote as a result of having previously
obtained stockholder approval. A control share acquisition means the acquisition of issued and outstanding control
shares, subject to certain exceptions.
A person who has made or proposes to make a control share acquisition may compel the board of directors of the
corporation to call a special meeting of stockholders to be held within 50 days of demand to consider the voting rights
of the shares. The right to compel the calling of a special meeting is subject to the satisfaction of certain conditions,
including an undertaking to pay the expenses of the meeting. If no request for a meeting is made, the corporation may
itself present the question at any stockholders meeting.
If voting rights are not approved at the meeting or if the acquiring person does not deliver an acquiring person
statement as required by the statute, then the corporation may redeem for fair value any or all of the control shares,
except those for which voting rights have previously been approved. The right of the corporation to redeem control
shares is subject to certain conditions and limitations. Fair value is determined, without regard to the absence of voting
rights for the control shares, as of the date of any meeting of stockholders at which the voting rights of the shares are
considered and not approved or, if no such meeting is held, as of the date of the last control share acquisition by the
acquiror. If voting rights for control shares are approved at a stockholders meeting and the acquiror becomes entitled
to vote a majority of the shares entitled to vote, all other stockholders may exercise appraisal rights. The fair value of
the shares as determined for purposes of appraisal rights may not be less than the highest price per share paid by the
acquiror in the control share acquisition.
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The control share acquisition statute does not apply: (i) to shares acquired in a merger, consolidation or share
exchange if the corporation is a party to the transaction; or (ii) to acquisitions approved or exempted by the charter or
bylaws of the corporation.
Our bylaws contain a provision exempting from the control share acquisition statute any and all acquisitions by any
person of shares of our stock. This provision may be amended or eliminated at any time in the future.
Subtitle 8
Subtitle 8 of Title 3 of the MGCL permits a Maryland corporation with a class of equity securities registered under the
Exchange Act, and at least three independent directors to elect to be subject, by provision in its charter or bylaws or a
resolution of its board of directors and notwithstanding any contrary provision in its charter or bylaws, to any or all of
five provisions:
•a classified board;
•a two-thirds vote requirement for removing a director;
•a requirement that the number of directors be fixed only by vote of the directors;

•a requirement that a vacancy on the board be filled only by the remaining directors and for the remainder of the full
term of the class of directors in which the vacancy occurred; and
•a majority requirement for the calling of a stockholder-requested special meeting of stockholders.

Our charter and bylaws provide that vacancies on our Board of Directors may be filled by the remaining directors.
Any such director elected to fill a vacancy will hold office until the next annual meeting of stockholders and until his
or her successor is elected and qualifies or until his or her earlier death, resignation or removal. Our charter also vests
in the Board of Directors the exclusive power to fix the number of directorships. In addition, our charter provides that
any director may be removed from office, with or without cause, by the affirmative vote of the holders of not less than
66-2/3% of the total voting power of all outstanding common stock. Our bylaws require, unless called by our
chairman of the Board of Directors, president, chief executive officer or Board of Directors, the request of holders of a
majority of outstanding shares to call a special meeting to act on any matter that may properly be considered at a
meeting of stockholders.
Advance Notice of Director Nominations and New Business
Proposals to elect directors or conduct other business at an annual or special meeting must be brought in accordance
with our bylaws. The bylaws provide that any business may be transacted at the annual meeting without being
specifically designated in the notice of meeting. However, with respect to special meetings of stockholders, only the
business specified in the notice of the special meeting may be brought at that meeting.
Our bylaws also provide that nominations of individuals for election to the Board of Directors may be made at an
annual meeting (1) pursuant to the Company’s notice of meeting, (2) by or at the direction of our Board of Directors, or
(3) by any stockholder who is a stockholder of record both at the time of giving of notice pursuant to the bylaws and at
the time of the annual meeting, who is entitled to vote at the meeting in the election of each individual so nominated
and who has complied with the advance notice procedures set forth in our bylaws. Our bylaws further provide that the
proposal of other business to be considered by stockholders may be made at an annual meeting (x) pursuant to the
notice of meeting, (y) by or at the direction of our Board of Directors, or (z) by any stockholder of record both at the
time of giving notice pursuant to the bylaws and at the time of the annual meeting, who is entitled to vote at the
meeting on any such other business and who has complied with the advance notice provisions set forth in our bylaws.
A notice of a director nomination or stockholder proposal to be considered at an annual meeting must be delivered to
our secretary at our principal executive offices:

•not later than 5:00 p.m., Eastern Time, on the 120th day nor earlier than 150 days prior to the first anniversary of the
date of release of the proxy statement for the previous year’s annual meeting; or

•

if the date of the meeting is advanced or delayed by more than 30 days from the anniversary date, not earlier than 150
days prior to the annual meeting or not later than 5:00 p.m., Eastern Time, on the later of the 120th day prior to the
annual meeting or the tenth day following the day on which public announcement of the date of such meeting is first
made.
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Nominations of individuals for election to the Board of Directors may be made at a special meeting, (A) by or at the
direction of our Board of Directors, (B) by a stockholder that has requested that a special meeting be called for the
purpose of electing directors in compliance with the procedures set forth in our bylaws and that has supplied the
information required by our bylaws about each individual whom such stockholder proposes to nominate for election
as a director, or (C) provided that the special meeting has been called for the purpose of electing directors, by any
stockholder who is a stockholder of record both at the time of giving of notice and at the time of the special meeting,
who is entitled to vote at the meeting in the election of each individual so nominated and who complies with the notice
procedures set forth in our bylaws.
A notice of a director nomination to be considered at a special meeting must be delivered to our secretary at our
principal executive offices:
•not earlier than 120 days prior to the special meeting; and
•not later than 5:00 p.m., Eastern Time, on the later of either:
◦ninety days prior to the special meeting; or

◦ten days following the day of our first public announcement of the date of the special meeting and the nominees
proposed by our Board of Directors to be elected at the meeting.

Indemnification and Limitation of Directors’ and Officers’ Liability
Maryland law permits a Maryland corporation to include in its charter a provision limiting the liability of its directors
and officers to the corporation and its stockholders for money damages except for liability resulting from actual
receipt of an improper benefit or profit in money, property or services or active and deliberate dishonesty established
by a final judgment as being material to the cause of action. Our charter contains such a provision that eliminates such
liability to the maximum extent permitted by Maryland law.
The MGCL requires us (unless our charter provides otherwise, which our charter does not) to indemnify a director or
officer who has been successful, on the merits or otherwise, in the defense of any proceeding to which he is made or
threatened to be made a party by reason of his service in that capacity. The MGCL permits a corporation to indemnify
its present and former directors and officers, among others, against judgments, penalties, fines, settlements and
reasonable expenses actually incurred by them in connection with any proceeding to which they may be made or
threatened to be made a party by reason of their service in those or other capacities unless it is established that:

•the act or omission of the director or officer was material to the matter giving rise to the proceeding and (1) was
committed in bad faith, or (2) was the result of active and deliberate dishonesty;
•the director or officer actually received an improper personal benefit in money, property or services; or

•in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission
was unlawful.

A court may order indemnification if it determines that the director or officer is fairly and reasonably entitled to
indemnification, even though the director or officer did not meet the prescribed standard of conduct or was adjudged
liable on the basis that personal benefit was improperly received. However, indemnification for an adverse judgment
in a suit by us or in our right, or for a judgment of liability on the basis that personal benefit was improperly received,
is limited to expenses.
In addition, the MGCL permits a corporation to advance reasonable expenses to a director or officer upon the
corporation’s receipt of:

• a written affirmation by the director or officer of his or her good faith belief that he or she has met the
standard of conduct necessary for indemnification by the corporation; and

•
a written undertaking by the director or officer or on the director’s or officer’s behalf to repay the amount paid or
reimbursed by the corporation if it is ultimately determined that the director or officer did not meet the standard of
conduct.
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Our charter requires us, to the maximum extent permitted by Maryland law, to indemnify and, without requiring a
preliminary determination of the ultimate entitlement to indemnification, pay or reimburse reasonable expenses in
advance of final disposition of a proceeding to any individual who is a present or former director or officer and who is
made or threatened to be made a party to the proceeding by reason of his or her service in that capacity or any
individual who, while a director or officer and at our request, serves or has served as a director, officer, partner,
trustee, member or Manager of another corporation, REIT, limited liability company, partnership, joint venture, trust,
employee benefit plan or other enterprise and who is made or threatened to be made a party to the proceeding by
reason of his or her service in that capacity. With the approval of our Board of Directors, we may provide such
indemnification and advance for expenses to any individual who served a predecessor of the Company in any of the
capacities described above and any employee or agent of the Company or a predecessor of the Company, including
our Manager or any of its affiliates. This provision does not reduce the exposure of directors and officers to liability
under federal or state securities laws, nor does it limit the stockholders’ ability to obtain injunctive relief or other
equitable remedies for a violation of a director’s or an officer’s duties to us, although the equitable remedies may not be
an effective remedy in some circumstances.
We also have agreed to indemnify and hold harmless our Manager and its affiliates performing services for us from
specific claims and liabilities arising out of the performance of their obligations under the management agreement. As
a result, our stockholders and we may be entitled to a more limited right of action than they and we would otherwise
have if these indemnification rights were not included in the management agreement.
We have entered into an indemnification agreement with each of our officers and directors. Each indemnification
agreement provides, among other things, that we will indemnify, to the maximum extent permitted by law, the
covered officer or director against any and all judgments, penalties, fines and amounts paid in settlement, and all
reasonable and out-of-pocket expenses (including attorneys’ fees), actually and reasonably incurred in connection with
any threatened, pending or completed action, suit, arbitration, alternative dispute resolution mechanism, investigation,
inquiry, administrative hearing or other proceeding that arises out of the officer’s or director’s status as a present or
former officer, director, employee or agent of the Company. Each indemnification agreement also requires us, upon
request of the covered officer or director, to advance the expenses related to such an action provided that the officer or
director undertakes to repay any amounts to which he is subsequently determined not to be entitled.
The indemnification agreement is not exclusive of any other rights to indemnification or advancement of expenses to
which the covered officer or director may be entitled, including any rights arising under our charter or bylaws or
applicable law.
Insofar as the foregoing provisions permit indemnification of directors, officers or persons controlling us for liability
arising under the Securities Act, we have been informed that, in the opinion of the SEC, this indemnification is against
public policy as expressed in the Securities Act and is therefore unenforceable.
Transfer Agent and Registrar
The transfer agent and registrar for shares of our common stock and Series A Redeemable Preferred Stock is
Computershare Trust Company, N.A.
Listing
Our shares of common stock are listed on the NYSE under the symbol "APTS." Our shares of Series A Redeemable
Preferred Stock are not listed on an exchange and we do not intend to apply to have any such shares listed on an
exchange in the future.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS
The following summary discusses the material U.S. federal income tax considerations associated with our
qualification and taxation as a REIT and the acquisition, ownership and disposition of our shares of Series A
Redeemable Preferred Stock and Warrants (which together form a Unit) and our shares of common stock. This
discussion is based upon the laws, regulations, and reported judicial and administrative rulings and decisions in effect
as of the date of this prospectus, all of which are subject to change, retroactively or prospectively, and to possibly
differing interpretations. Any such change could affect the validity of these discussions. No ruling on the U.S. federal,
state, or local tax considerations relevant to our operation or to the purchase, ownership or disposition of our shares,
has been requested from the IRS, or other tax authority. No assurance can be given that the IRS would not assert, or
that a court would not sustain, a position contrary to any of the tax consequences described below.
This discussion does not address (i) U.S. federal taxes other than income taxes, or (ii) state, local or non-U.S. taxes. In
addition, this discussion does not purport to address the U.S. federal income or other tax considerations applicable to
holders of our shares of common stock that are subject to special treatment under U.S. federal income tax law,
including, for example:
•financial institutions;

•partnerships or entities treated as partnerships for U.S. federal income tax purposes and investors therein, S
corporations or other pass-through entities;
•insurance companies;
•pension plans or other tax-exempt organizations, except to the extent discussed below;
•“qualified foreign pension funds” or entities wholly owned by a qualified foreign pension fund;
•dealers in securities or currencies;
•traders in securities that elect to use a mark to market method of accounting;
•persons that hold their common stock as part of a straddle, hedge, constructive sale or conversion transaction;
•regulated investment companies;
•REITs;
•certain U.S. expatriates;
•persons whose “functional currency” is not the U.S. dollar;

•persons who acquired our shares of common stock through the exercise of an employee stock option or otherwise as
compensation; and
•persons who are Non-U.S. Stockholders (as defined below), except to the extent discussed below.

This discussion is also based upon the assumption that the operation of the Company, and of its subsidiaries and other
lower-tier and affiliated entities, will in each case be in accordance with its applicable organizational documents or
partnership agreements. This discussion does not discuss the impact that U.S., state and local taxes and taxes imposed
by non-U.S. jurisdictions could have on the matters discussed in this summary. In addition, this discussion assumes
that security holders hold our shares of common stock as a capital asset, which generally means as property held for
investment.
Prospective investors are urged to consult their tax advisors in order to determine the U.S. federal, state, local, foreign
and other tax consequences to them of the purchase, ownership and disposition of our shares of common stock, the tax
treatment of a REIT and the effect of potential changes in the applicable tax laws.
We have elected to be taxed as a REIT under the applicable provisions of the Code and the Treasury Regulations
promulgated thereunder commencing with our taxable year ended December 31, 2011. We intend to continue
operating as a REIT so long as our Board of Directors determines that REIT qualification remains in our best interest.
However, we cannot assure you that we will meet the applicable requirements under U.S. federal income tax laws,
which are highly technical and complex.
In brief, a corporation that complies with the provisions in Code Sections 856 through 860, and qualifies as a REIT,
generally is not taxed on its net taxable income to the extent such income is distributed currently to stockholders,
thereby completely or substantially eliminating the "double taxation" that a corporation and its stockholders generally
bear together. However, as discussed in greater detail below, a corporation could be subject to U.S. federal income tax
in some
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circumstances even if it qualifies as a REIT, and would likely suffer adverse consequences, including reduced cash
available for distribution to its stockholders, if it failed to qualify as a REIT.
Proskauer Rose LLP has acted as our tax counsel in connection with this registration statement. Proskauer Rose LLP
is of the opinion that (i) commencing with our taxable year ended on December 31, 2011, we have been organized in
conformity with the requirements for qualification as a REIT under the Code, and our actual method of operation
through the date hereof has enabled us to meet and, assuming that our election to be treated as a REIT is not either
revoked or intentionally terminated, our proposed method of operation will enable us to continue to meet, the
requirements for qualification and taxation as a REIT under the Code, and (ii) our Operating Partnership has been and
will be taxed as a partnership or a disregarded entity and not an association or publicly traded partnership (within the
meaning of Code Section 7704) subject to tax as a corporation, for U.S. federal income tax purposes beginning with
its first taxable year. This opinion is filed as an exhibit to the registration statement, of which this prospectus is a part,
and is based and conditioned, in part, on various assumptions and representations as to factual matters and covenants
made to Proskauer Rose LLP by us and based upon certain terms and conditions set forth in the opinion. Our
qualification as a REIT depends upon our ability to meet, through operation of the properties we acquire and our
investment in other assets, the applicable requirements under U.S. federal income tax laws. Proskauer Rose LLP has
not reviewed these operating results for compliance with the applicable requirements under U.S. federal income tax
laws. Therefore, we cannot assure you that our actual operating results allow us to satisfy the applicable requirements
to qualify as a REIT under U.S. federal income tax laws in any taxable year.
General
The term "REIT taxable income" means the taxable income as computed for a corporation that is not a REIT:

•without the deductions allowed by Code Sections 241 through 247 and 249 (relating generally to the deduction for
dividends received);

•excluding amounts equal to: the net income from foreclosure property and the net income derived from prohibited
transactions;

•

deducting amounts equal to: the net loss from foreclosure property, the net loss derived from prohibited transactions,
the tax imposed by Code Section 857(b)(5) upon a failure to meet the 95% or the 75% Gross Income Tests, the tax
imposed by Code Section 856(c)(7)(C) upon a failure to meet the quarterly asset tests, the tax imposed by Code
Section 856(g)(5) for otherwise avoiding REIT disqualification, and the tax imposed by Code Section 857(b)(7) on
redetermined rents, redetermined deductions and excess interest;

•deducting the amount of dividends paid under Code Section 561, computed without regard to the amount of the net
income from foreclosure property (which is excluded from REIT taxable income); and
•without regard to any change of annual accounting period pursuant to Code Section 443(b).

In any year in which we qualify as a REIT and have a valid election in place, we will claim deductions for the
dividends we pay to the stockholders, and therefore will not be subject to U.S. federal income tax on that portion of
our taxable income or capital gain which is distributed to our stockholders.
Although we can eliminate or substantially reduce our U.S. federal income tax liability by maintaining our REIT
qualification and paying sufficient dividends, we will be subject to U.S. federal tax in the following circumstances:
•We will be taxed at normal corporate rates on any undistributed REIT taxable income or net capital gain;

•

If we fail to satisfy either the 95% Gross Income Test or the 75% Gross Income Test (each of which is described
below), but our failure is due to reasonable cause and not willful neglect, and we therefore maintain our REIT
qualification, we will be subject to a tax equal to the product of (a) the amount by which we failed the 75% or 95%
Gross Income Test (whichever amount is greater) multiplied by (b) a fraction intended to reflect our profitability;

•

We will be subject to an excise tax if we fail to currently distribute sufficient income. In order to make the "required
distribution" with respect to a calendar year, we must distribute the sum of (i) 85% of our REIT ordinary income for
the calendar year, (ii) 95% of our REIT capital gain net income for the calendar year, and (iii) the excess, if any, of
the grossed up required distribution (as defined in the Code) for the preceding calendar year over the distributed
amount for that preceding calendar year. Any excise tax
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liability would be equal to 4% of the difference between the amount required to be distributed under this formula and
the amount actually distributed and would not be deductible by us;

•We may be subject to the corporate "alternative minimum tax" on our items of tax preference, including any
deductions of net operating losses;

•If we have net income from prohibited transactions such income would be subject to a 100% tax. See "— Prohibited
Transactions";

•

We will be subject to U.S. federal income tax at the highest corporate rate on any non-qualifying income from
foreclosure property, although we will not own any foreclosure property unless we make loans or accept purchase
money notes secured by interests in real property and foreclose on the property following a default on the loan, or
foreclose on property pursuant to a default on a lease;

•

If we fail to satisfy any of the REIT asset tests, as described below, other than a failure of the 5% or 10% REIT assets
tests that does not exceed a statutory de minimis amount as described more fully below, but our failure is due to
reasonable cause and not due to willful neglect and we nonetheless maintain our REIT qualification because of
specified cure provisions, we will be required to pay a tax equal to the greater of $50,000 or the amount determined
by multiplying the highest corporate tax rate (currently 35%) by the net income generated by the non-qualifying assets
during the period in which we failed to satisfy the asset tests;

•
If we fail to satisfy any other provision of the Code that would result in our failure to continue to qualify as a REIT
(other than a gross income or asset test requirement) and that violation is due to reasonable cause, we may retain our
REIT qualification, but we will be required to pay a penalty of $50,000 for each such failure;

•

If we derive "excess inclusion income" from an interest in certain mortgage loan securitization structures ( i.e. , a
"taxable mortgage pool" or a residual interest in a real estate mortgage investment conduit, or REMIC), we could be
subject to corporate-level U.S. federal income tax at a 35% rate to the extent that such income is allocable to specified
types of tax-exempt stockholders known as "disqualified organizations" that are not subject to unrelated business
taxable income, or UBTI;

•
We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail to meet
record-keeping requirements intended to monitor our compliance with rules relating to the composition of our
stockholders. Such penalties generally would not be deductible by us;

•

If we acquire any asset from a corporation that is subject to full corporate-level U.S. federal income tax in a
transaction in which our basis in the asset is determined by reference to the transferor corporation’s basis in the asset,
and we recognize gain on the disposition of such an asset during the five-period beginning on the date we acquired
such asset, then the excess of the fair market value as of the beginning of the applicable recognition period over our
adjusted basis in such asset at the beginning of such recognition period will be subject to U.S. federal income tax at
the highest regular corporate U.S. federal income tax rate. The results described in this paragraph assume that the
non-REIT corporation will not elect, in lieu of this treatment, to be subject to an immediate tax when the asset is
acquired by us;

•A 100% tax may be imposed on transactions between us and a taxable REIT subsidiary, or TRS, that do not reflect
arm’s-length terms;

•The earnings of our subsidiaries that are C corporations, including any subsidiary we may elect to treat as a TRS,
generally will be subject to U.S. federal corporate income tax; and

•

We may elect to retain and pay income tax on our net capital gain. In that case, a stockholder would include his, her or
its proportionate share of our undistributed net capital gain (to the extent we make a timely designation of such gain to
the stockholder) in his, her or its income as long-term capital gain, would be deemed to have paid the tax that we paid
on such gain, and would be allowed a credit for his, her or its proportionate share of the tax deemed to have been paid,
and an adjustment would be made to increase the stockholder’s basis in our common stock. Stockholders that are U.S.
corporations will also appropriately adjust their earnings and profits for the retained capital gain in accordance with
Treasury Regulations to be promulgated.

In addition, notwithstanding our qualification as a REIT, we and our subsidiaries may be subject to a variety of taxes,
including state and local and foreign income, property, payroll and other taxes on our assets and operations. We could
also be subject to tax in situations and on transactions not presently contemplated.
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REIT Qualification Tests
Organizational Requirements. The Code defines a REIT as a corporation, trust or association:
(1)that is managed by one or more trustees or directors;

(2)the beneficial ownership of which is evidenced by transferable shares or by transferable certificates of beneficial
interest;

(3)that would be taxable as a domestic corporation but for its qualification as a REIT;
(4)that is neither a financial institution nor an insurance company;
(5)that meets the gross income, asset and annual distribution requirements;

(6)the beneficial ownership of which is held by 100 or more persons on at least 335 days in each full taxable year,
proportionately adjusted for a short taxable year;

(7)
generally in which, at any time during the last half of each taxable year, no more than 50% in value of the
outstanding stock is owned, directly or indirectly, by five or fewer individuals (as defined in the Code to include
specified entities);

(8)
that makes an election to be taxable as a REIT for the current taxable year, or has made this election for a previous
taxable year, which election has not been revoked or terminated, and satisfies all relevant filing and other
administrative requirements established by the IRS that must be met to maintain qualification as a REIT; and

(9)that uses a calendar year for U.S. federal income tax purposes.

Organizational requirements (1) through (5) must be met during each taxable year for which REIT qualification is
sought, while conditions (6) and (7) do not have to be met until after the first taxable year for which a REIT election is
made. We have adopted December 31 as our year-end, thereby satisfying condition (9).
Ownership of Interests in Partnerships, Limited Liability Companies and Qualified REIT Subsidiaries. A REIT that is
a partner in a partnership or a member in a limited liability company treated as a partnership for U.S. federal income
tax purposes, will be deemed to own its proportionate share of the assets of the partnership or limited liability
company, as the case may be, based on its interest in partnership capital, and will be deemed to be entitled to its
proportionate share of the income of that entity. The assets and gross income of the partnership or limited liability
company retain the same character in the hands of the REIT. Thus, our pro rata share of the assets and items of income
of any partnership or limited liability company treated as a partnership or disregarded entity for U.S. federal income
tax purposes in which we own an interest is treated as our assets and items of income for purposes of Asset Tests and
Gross Income Tests (each as defined below).
We expect to control our subsidiary partnerships, including our Operating Partnership, and limited liability companies
and intend to operate them in a manner consistent with the requirements for our qualification as a REIT. If we become
a limited partner or non-managing member in any partnership or limited liability company and such entity takes or
expects to take actions that could jeopardize our qualification as a REIT or require us to pay tax, we may be forced to
dispose of our interest in such entity. In addition, it is possible that a partnership or limited liability company could
take an action that could cause us to fail a Gross Income Test or Asset Test (each as defined below), and which we
would not become aware of such action in time to dispose of our interest in the partnership or limited liability
company or take other corrective action on a timely basis. In that case, we could fail to qualify as a REIT unless we
were entitled to relief, as described below.
We may from time to time own certain assets through subsidiaries that we intend to be treated as "qualified REIT
subsidiaries." A corporation will qualify as our qualified REIT subsidiary if we own 100% of the corporation’s
outstanding stock and do not elect with the subsidiary to treat it as a TRS, as described below. A qualified REIT
subsidiary is not treated as a separate corporation, and all assets, liabilities and items of income, gain, loss, deduction
and credit of a qualified REIT subsidiary are treated as assets, liabilities and items of income, gain, loss, deduction and
credit of the parent REIT for purposes of the Asset Tests and Gross Income Tests (each as defined below). A qualified
REIT subsidiary is not subject to U.S. federal income tax, but may be subject to state or local tax, and our ownership
of the stock of a qualified REIT subsidiary will not violate the restrictions on ownership of securities, as described
below under "— Asset Tests." While we currently hold all of our investments through our Operating Partnership, we
also may hold investments separately, through qualified REIT subsidiaries. Because a qualified REIT subsidiary must
be wholly owned by a REIT,
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any such subsidiary utilized by us would have to be owned by us, or another qualified REIT subsidiary, and could not
be owned by our Operating Partnership unless we own 100% of the equity interest in our Operating Partnership.
If a disregarded subsidiary ceases to be wholly owned by us (for example, if any equity interest in the subsidiary is
acquired by a person other than us or another one of our disregarded subsidiaries), the subsidiary’s separate existence
would no longer be disregarded for U.S. federal income tax purposes. Instead, it would have multiple owners and
would be treated as either a partnership or a taxable corporation. Such an event could, depending on the
circumstances, adversely affect our ability to satisfy the Asset and Gross Income Tests, including the requirement that
REITs generally may not own, directly or indirectly, more than 10% of the value or voting power of the outstanding
securities of another corporation. See below "— Asset Tests" and "— Income Tests."
Ownership of Interests in TRSs. We do not currently own an interest in a TRS; however, we may form one or more
TRSs or may acquire securities in TRSs in the future. A TRS is a corporation other than a REIT in which a REIT
directly or indirectly holds stock, and that has made a joint election with such REIT to be treated as a TRS. If a TRS
owns more than 35% of the total voting power or value of the outstanding securities of another corporation, such other
corporation will also be treated as a TRS. Other than some activities relating to lodging and health care facilities, a
TRS generally may engage in any business, including investing in assets and engaging in activities that could not be
held or conducted directly by us without jeopardizing our qualification as a REIT.
A TRS is subject to U.S. federal income tax as a regular C corporation. In addition, if certain tests regarding the TRS’s
debt-to-equity ratio are not satisfied, a TRS generally may not deduct interest payments made in any year to an
affiliated REIT to the extent that such payments exceed 50% of the TRS’s adjusted taxable income (as defined in the
Code) for that year (although the TRS may carry forward to, and deduct in, a succeeding year the disallowed interest
amount if the 50% test is satisfied in that year). A REIT’s ownership of securities of a TRS is not subject to the 5% or
10% asset tests described below. However, no more than 25% (20% for taxable years beginning after December 31,
2017) of the gross value of a REIT’s assets may be comprised of securities of one or more TRSs. See below "— Asset
Tests."
Share Ownership Requirements
The common stock and any other stock we issue must be held by a minimum of 100 persons (determined without
attribution to the owners of any entity owning our stock) for at least 335 days in each full taxable year, proportionately
adjusted for partial taxable years. In addition, we cannot be "closely held," which means that at all times during the
second half of each taxable year, no more than 50% in value of our stock may be owned, directly or indirectly, by five
or fewer individuals (determined by applying certain attribution rules under the Code to the owners of any entity
owning our stock) as specifically defined for this purpose. However, these two requirements do not apply until after
the first taxable year an entity elects REIT status.
Our charter contains certain provisions intended, among other purposes, to enable us to meet requirements (6) and (7)
above. First, subject to certain exceptions, our charter provides that no person may beneficially or constructively own
(applying certain attribution rules under the Code) more than 9.8% in value of the aggregate of our outstanding shares
of stock and not more than 9.8% (in value or in number of shares, whichever is more restrictive) of any class or series
of our shares of stock, as well as in certain other circumstances. See the section entitled "Description of Securities —
Restrictions on Ownership and Transfer" included elsewhere in this prospectus. Additionally, our charter contains
provisions requiring each holder of our shares to disclose, upon demand, constructive or beneficial ownership of our
shares as deemed necessary to comply with the requirements of the Code. Furthermore, stockholders failing or
refusing to comply with our disclosure request will be required, under Treasury Regulations promulgated under the
Code, to submit a statement of such information to the IRS at the time of filing their annual income tax returns for the
year in which the request was made.
Asset Tests
At the close of each calendar quarter of the taxable year, we must satisfy four tests based on the composition of our
assets, or the Asset Tests. After initially meeting the Asset Tests at the close of any quarter, we will not lose our
qualification as a REIT for failure to satisfy the Asset Tests at the end of a later quarter solely due to changes in value
of our assets. In addition, if the failure to satisfy the Asset Tests results from an acquisition during a quarter, the
failure generally can be cured by disposing of non-qualifying assets within 30 days after the close of that quarter. We
intend to continue to
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maintain adequate records of the value of our assets to ensure compliance with these tests and will act within 30 days
after the close of any quarter as may be required to cure any noncompliance.
75% Asset Test. At least 75% of the value of our assets must be represented by "real estate assets," cash, cash items
(including receivables) and government securities, which we refer to as the 75% Asset Test. Real estate assets include
(i) real property (including interests in real property and interests in mortgages on real property or on interests in real
property), (ii) shares in other qualifying REITs, (iii) debt instruments issued by publicly offered REITS, and (iv) any
property (not otherwise a real estate asset) attributable to the temporary investment of "new capital" in stock or a debt
instrument, but only for the one-year period beginning on the date we received the new capital. Property will qualify
as being attributable to the temporary investment of new capital if the money used to purchase the stock or debt
instrument is received by us in exchange for our stock or in a public offering of debt obligations that have a maturity
of at least five years. Assets that do not qualify for purposes of the 75% test are subject to the additional asset tests
described below under "— 25% Asset Test" below.
Additionally, regular and residual interests in a REMIC are considered real estate assets. However, if less than 95% of
the assets of a REMIC are real estate assets, we will be treated as holding and earning a proportionate share of the
assets and income of the REMIC directly. If we hold a "residual interest" in a REMIC from which we derive "excess
inclusion income," we will be required to either distribute the excess inclusion income or pay tax on it (or a
combination of the two), even though we may not receive the income in cash. To the extent that distributed excess
inclusion income is allocable to a particular stockholder, the income (1) would not be allowed to be offset by any net
operating losses otherwise available to the stockholder, (2) would be subject to tax as unrelated business taxable
income in the hands of most types of stockholders that are otherwise generally exempt from U.S. federal income tax,
and (3) would result in the application of U.S. federal income tax withholding at the maximum rate (30%), without
reduction pursuant to any otherwise applicable income tax treaty or other exemption, to the extent allocable to most
types of foreign stockholders. Moreover, any excess inclusion income that we receive that is allocable to specified
categories of tax-exempt investors which are not subject to unrelated business income tax, such as government entities
or charitable remainder trusts, may be subject to corporate-level income tax in our hands, whether or not it is
distributed.
We are currently invested in certain real properties as disclosed in our public filings. In addition, we have invested and
intend to invest funds not used to acquire properties in cash sources, "new capital" investments or other liquid
investments which allow us to continue to qualify under the 75% Asset Test. Therefore, our investment in real
properties should constitute "real estate assets" and should allow us to meet the 75% Asset Test.
25% Asset Test. Except as described below, the remaining 25% of our assets generally may be invested without
restriction, which we refer to as the 25% Asset Test. However, if we invest in any securities that do not qualify under
the 75% Asset Test, other than equity investments, our qualified REIT subsidiaries and TRSs, such securities may not
exceed either: (i) 5% of the value of our assets as to any one issuer; or (ii) 10% of the outstanding securities by vote or
value of any one issuer. In addition, not more than 25% of our assets may be invested in publicly offered REIT debt
instruments that do not otherwise qualify as real estate assets under the 75% asset test. The 10% value test does not
apply to certain "straight debt" and other excluded securities, as described in the Code, including but not limited to
any loan to an individual or estate, any obligation to pay rents from real property and any security issued by a REIT.
In addition, a partnership interest held by a REIT is not considered a "security" for purposes of the 10% value test;
instead, the REIT is treated as owning directly its proportionate share of the partnership’s assets, which is based on the
REIT’s proportionate interest in any securities issued by the partnership (disregarding for this purpose the general rule
that a partnership interest is not a security), but excluding certain securities described in the Code.
For purposes of the 10% value test, "straight debt" means a written unconditional promise to pay on demand or on a
specified date a sum certain in money if (i) the debt is not convertible, directly or indirectly, into stock, (ii) the interest
rate and interest payment dates are not contingent on profits, the borrower’s discretion, or similar factors other than
certain contingencies relating to the timing and amount of principal and interest payments, as described in the Code
and (iii) in the case of an issuer that is a corporation or a partnership, securities that otherwise would be considered
straight debt will not be so considered if we, and any of our "controlled TRSs" as defined in the Code, hold any
securities of the corporate or partnership issuer that (a) are not straight debt or other excluded securities (prior to the
application of this rule), and (b) have an aggregate value greater than 1% of the issuer’s outstanding securities
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We believe that our holdings of real estate assets and other securities comply with the foregoing REIT asset
requirements, and we intend to monitor compliance on an ongoing basis. We may make real estate-related debt
investments; provided, that the underlying real estate meets our criteria for direct investment. A real estate mortgage
loan that we own generally will be treated as a real estate asset for purposes of the 75% Asset Test if, on the date that
we acquire or originate the mortgage loan, the value of the real property securing the loan is equal to or greater than
the principal amount of the loan. Certain mezzanine loans we make or acquire may qualify for the safe harbor in
Revenue Procedure 2003-65, 2003-2 C.B. 336, pursuant to which certain loans secured by a first priority security
interest in ownership interests in a partnership or limited liability company will be treated as qualifying assets for
purposes of the 75% real estate asset test and the 10% vote or value test. We may hold some mezzanine loans that do
not qualify for that safe harbor. Furthermore, we may acquire distressed debt investments that require subsequent
modification by agreement with the borrower. If the outstanding principal balance of a mortgage loan exceeds the fair
market value of the real property securing the loan at the time we commit to acquire the loan, or agree to modify the
loan in a manner that is treated as an acquisition of a new loan for U.S. federal income tax purposes, then a portion of
such loan may not be a qualifying real estate asset. Under current law it is not clear how to determine what portion of
such a loan will be treated as a qualifying real estate asset. Pursuant to Revenue Procedure 2014-51, the IRS has stated
that it will not challenge a REIT’s treatment of a loan as being in part a real estate asset if the REIT treats the loan as
being a real estate asset in an amount that is equal to the lesser of the fair market value of the real property securing
the loan, as of the date we committed to acquire or modify the loan, and the fair market value of the loan. However,
uncertainties exist regarding the application of Revenue Procedure 2014-51 and no assurance can be given that the
IRS would not challenge our treatment of such assets.
A REIT is able to cure certain asset test violations. As noted above, a REIT cannot own securities of any one issuer
representing more than 5% of the total value of the REIT’s assets and more than 10% of the outstanding securities, by
vote or value, of any one issuer. However, a REIT would not lose its REIT qualification for failing to satisfy these 5%
or 10% asset tests in a quarter if the failure is due to the ownership of assets the total value of which does not exceed
the lesser of (i) 1% of the total value of the REIT’s assets at the end of the quarter for which the measurement is done,
or (ii) $10 million; provided , that in either case the REIT either disposes of the assets within six months after the last
day of the quarter in which the REIT identifies the failure (or such other time period prescribed by the Department of
Treasury, or the "Treasury"), or otherwise meets the requirements of those rules by the end of that period.
If a REIT fails to meet any of the asset test requirements for a quarter and the failure exceeds the de minimis threshold
described above, then the REIT still would be deemed to have satisfied the requirements if: (i) following the REIT’s
identification of the failure, the REIT files a schedule with a description of each asset that caused the failure, in
accordance with regulations prescribed by the Treasury; (ii) the failure was due to reasonable cause and not to willful
neglect; (iii) the REIT disposes of the assets within six months after the last day of the quarter in which the
identification occurred or such other time period as is prescribed by the Treasury (or the requirements of the rules are
otherwise met within that period); and (iv) the REIT pays a tax on the failure equal to the greater of (A) $50,000 or
(B) an amount determined (under regulations) by multiplying (1) the highest rate of tax for corporations under Code
Section 11, by (2) the net income generated by the assets that caused the failure for the period beginning on the first
date of the failure and ending on the date the REIT has disposed of the assets (or otherwise satisfies the requirements).
Gross Income Tests
For each calendar year, we must satisfy two separate tests based on the composition of our gross income, as defined
under our method of accounting, or the Gross Income Tests.
75% Gross Income Test. At least 75% of our gross income for the taxable year (excluding gross income from
prohibited transactions) must result from (i) rents from real property, (ii) interest on obligations secured by mortgages
on real property or on interests in real property, (iii) gains from the sale or other disposition of real property (including
interests in real property and interests in mortgages on real property) other than property held primarily for sale to
customers in the ordinary course of our trade or business, (iv) dividends from other qualifying REITs and gain (other
than gain from prohibited transactions) from the sale of shares of other qualifying REITs, (v) income from other
specified investments relating to real property or mortgages thereon (which does not include gains from the sale of a
non-qualified publicly offered REIT debt instrument), and (vi) for a limited time, temporary investment income (as
described under the 75% Asset Test above). We refer to this requirement as the 75% Gross Income Test. We intend to
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95% Gross Income Test. At least 95% of our gross income (excluding gross income from prohibited transactions) for
the taxable year must be derived from (1) sources that satisfy the 75% Gross Income Test, (2) dividends, (3) interest,
or (4) gain from the sale or disposition of stock or other securities that are not assets held primarily for sale to
customers in the ordinary course of our trade or business. We refer to this requirement as the 95% Gross Income Test.
It is important to note that dividends and interest on obligations not collateralized by an interest in real property
qualify under the 95% Gross Income Test, but not under the 75% Gross Income Test. We intend to invest funds not
otherwise invested in properties in cash sources or other liquid investments which will allow us to qualify under the
95% Gross Income Test.
Rents from Real Property. Income attributable to a lease of real property generally will qualify as "rents from real
property" under the 75% Gross Income Test and the 95% Gross Income Test if such lease is respected as a true lease
for U.S. federal income tax purposes and subject to the rules discussed below.
Rent from a particular tenant will not qualify if we, or an owner of 10% or more of our stock, directly or indirectly,
owns 10% or more of the voting stock or the total number of shares of all classes of stock in, or 10% or more of the
assets or net profits of, the tenant (subject to certain exceptions). The portion of rent attributable to personal property
rented in connection with real property will not qualify, unless the portion attributable to personal property is 15% or
less of the total rent received under, or in connection with, the lease.
Generally, rent will not qualify if it is based in whole, or in part, on the income or profits of any person from the
underlying property. However, rent will not fail to qualify if it is based on a fixed percentage (or designated varying
percentages) of receipts or sales, including amounts above a base amount so long as the base amount is fixed at the
time the lease is entered into, the provisions are in accordance with normal business practice and the arrangement is
not an indirect method for basing rent on income or profits.
If a REIT operates or manages a property or furnishes or renders certain "impermissible services" to the tenants at the
property, and the income derived from the services exceeds 1% of the total amount received by that REIT with respect
to the property, then no amount received by the REIT with respect to the property will qualify as "rents from real
property." Impermissible services are services other than services "usually or customarily rendered" in connection
with the rental of real property and not otherwise considered "rendered to the occupant." For these purposes, the
income that a REIT is considered to receive from the provision of "impermissible services" will not be less than 150%
of the cost of providing the service. If the amount so received is 1% or less of the total amount received by us with
respect to the property, then only the income from the impermissible services will not qualify as "rents from real
property." However, this rule generally will not apply if such services are provided to tenants through an independent
contractor from whom we derive no revenue, or though a TRS. With respect to this rule, tenants will receive some
services in connection with their leases of the real properties. Our intention is that the services to be provided are those
usually or customarily rendered in connection with the rental of space, and therefore, providing these services will not
cause the rents received with respect to the properties to fail to qualify as rents from real property for purposes of the
75% Gross Income Test and the 95% Gross Income Test. The Board of Directors intends to hire qualifying
independent contractors or to utilize our TRSs to render services which it believes, after consultation with our tax
advisors, are not usually or customarily rendered in connection with the rental of space.
In addition, we have represented that, with respect to our leasing activities, we will not (i) charge rent for any property
that is based in whole or in part on the income or profits of any person (excluding rent based on a percentage of
receipts or sales, as described above), (ii) charge rent that will be attributable to personal property in an amount
greater than 15% of the total rent received under the applicable lease, or (iii) enter into any lease with a related party
tenant.
Amounts received as rent from a TRS are not excluded from rents from real property by reason of the related party
rules described above, if the activities of the TRS and the nature of the properties it leases meet certain requirements.
The TRSs will pay regular corporate tax rates on any income they earn. In addition, the TRS rules limit the
deductibility of interest paid or accrued by a TRS to its parent REIT to assure that the TRS is subject to an appropriate
level of corporate taxation. Further, the rules impose a 100% excise tax on transactions between a TRS and its parent
REIT or the REIT’s tenants whose terms are not on an arm’s-length basis.
Interest Income. We receive interest on loans secured by real property. All interest income qualifies under the 95%
Gross Income Test, and interest on loans secured by real property or an interest in real property qualifies under the
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profits of any person (excluding amounts based on a fixed percentage of receipts or sales). If a loan is secured by both
real property and other property, the interest on it may nevertheless qualify under the 75% Gross Income Test. Interest
income constitutes qualifying mortgage interest for purposes of the 75% Gross Income Test to the extent that the
obligation upon which such interest is paid is secured by a mortgage on real property. If we receive interest income
with respect to a mortgage loan that is secured by both real property and other property, and the highest principal
amount of the loan outstanding during a taxable year exceeds the fair market value of the real property on the date that
we committed to acquire the loan, or agreed to modify the loan in a manner that is treated as an acquisition of a new
loan for U.S. federal income tax purposes, then the interest income will be apportioned between the real property and
the other collateral, and our income from
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