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Set forth below are the risks that we believe are material to our shareholders. We refer to the shares of beneficial interest in Elme
Communities as our “ common shares, ”” and the investors who own shares as our “ shareholders. ” This section includes or
refers to certain forward- looking statements. You should refer to the explanation of the qualifications and limitations on such
forward- looking statements beginning on page 42. Risks Related to our Business and Operatlons We cannot assure you that
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On February 13, 2025, we announced that the Board has initiated a formal review to evaluate strategic alternatives for
the Company. Our Board has not set a deadline or definitive timetable for the completion of this strategic review
process, nor have any decisions been made relating to any strategic alternatives at this time. There can be no assurance
that this process will result in the Company pursuing a transaction or any other strategic outcome. Any potential
transaction may be dependent on a number of factors that are beyond our control, for example, market conditions,
industry trends, the interest of third parties in a potential transaction with us and the availability of any necessary
financing on reasonable terms. The process of exploring strategic alternatives could adversely impact our business,
financial condition and results of operations. We could incur substantial expenses associated with identifying, evaluating
and negotiating potential strategic alternatives, including those related to equity compensation, severance pay and legal,
accounting and financial advisory fees. In addition, the process may be time consuming and disruptive to our business
operations, could divert the attentlon of management and the Board from our business, could negatively impact our
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transaction. Further, speculation regarding any developments related to the fefegemg—ﬂs-ks—rewew of strategic
alternatives and perceived uncertainties related to the future of the Company could cause our stock have-amateriat
adverse-effeetonus,the-trading-pricc efourshares-and-ourabiity-to fluctuate significantly make-distributtons-to-our
sharehotders-. Our performance and value are subject to risks associated with our apartment communities and with the real
estate industry, which could adversely affect our cash flow and ability to make distributions to our shareholders. Our financial
performance and the value of our apartment communities are subject to the risk that they do not generate revenues sufficient to
meet our operating expenses, debt service and capital expenditures, which could cause our cash flow and ability to make
distributions to our shareholders to be adversely affected. Any of the following factors, among others, may adversely affect the
cash flow generated by our apartment communities and our ability to make distributions to our shareholders: ¢ a decrease in
demand for rental properties over home ownership resulting from, among other reasons, resident preferences, decreases in
housing prices and mortgage interest rates, are-government programs to promote home ownership or subsidize rental housing,
stew-ornegattve-employment growth and household formation; * competition with other housing alternatives, including owner
occupied single and residential apartment homes; ¢ a return of the availability of low- interest mortgages or the availability of
mortgages requiring little or no down payment for single family home buyers; ¢ declines in the financial condition of our
residents and their ability to pay rent ;  significant job losses in the regions in which we operate; « changes in interest rates
and availability of financing; * economic and market conditions including: migration to areas outside of major metropolitan
areas where our portfolio is concentrated, new construction and excess inventory of residential and owned housing /
condominiums, increasing portions of owned housing / condominium stock being converted to rental use; * the effects of
government regulation in the real estate industry; * our ability to integrate new technological innovations (including artificial
intelligence) into our marketing and properties to attract residents;  our ability to attract and retain qualified personnel with
knowledge of the market; and ¢ political conditions, civil disturbances, earthquakes and other natural disasters, terrorist acts or
acts of war and actual or anticipated geopolitical instability. Substantially all of our investments are concentrated in the
multifamily asset class, which make us more vulnerable to a downturn in that asset class and could adversely affect our results of
operations. As of December 31, 2023-2024 , substantially all of our investments are concentrated in the multifamily industry,
and we are subject to risks inherent in investments in a single type of property. A downturn or slowdown in the demand for
multifamily housing may have more pronounced effects on our results of operations or on the value of our assets than when we
had investments in more than one asset class. Additionally, the multifamily industry is also highly competitive. We compete
with many other entities engaged in real estate investment activities, including individuals, corporations, bank and insurance
company investment accounts, other REITs, real estate limited partnerships, and other entities engaged in real estate investment
activities. Many of these entities have significant financial and other resources, including operating experience, allowing them to
compete effectively with us. Competitors with substantially greater financial resources than us may be able to accept more risk
than we can effectively manage. In addition, those competitors that are not REITs may be at an advantage to the extent they can
use working capital to finance projects, while we (and our competitors that are REITSs) may have to forgo and / or liquidate
otherwise attractive investments as we must comply with REIT requirements. These actions could have the effect of reducing



our income and amount available for distribution to shareholders. Thus, compliance with REIT requirements may hinder our
ability to make, or, in certain cases, maintain ownership of, certain attractive investments. Competition may also result in
overbuilding of multifamily properties, causing an increase in the number of multifamily units available which could potentially
decrease occupancy and multifamily rental rates at our properties. We may also be required to expend substantial sums to attract
new residents. These factors may cause the resale value of properties to be diminished because the market value of a particular
property will depend principally upon the net revenues generated by the property. Further, costs associated with real estate
investment generally are not reduced when circumstances, such as a pandemic, cause a reduction in income from the investment.
Each of these factors could possibly limit our ability to retain our current residents, attract new ones or increase or maintain
rents, which could lower the value of our properties and adversely affect our results of operations and our financial condition.
the-trading priee-ofour eemmen-shares and our ability to make distributions to our shareholders.We intend to further teekfor
additional-eppertunities-te-cxpand our residential platform through acquisitions in Sunbelt markets .Our current targeted
expansion markets include Atlanta , to-the-extent-they-meetourinvestmenteriteria-Georgia,Raleigh / Durham,North
Carolina,Charlotte,North Carolina and are-eensistent-with-otr-growth-strategy-Dallas- Fort Worth,Texas .Between 2021
and 2023,we acquired six apartment communities in the Atlanta metro region and plan to continue to invest in the Sunbelt
region in 2625-2024 and beyond.However,our historic operations have been concentrated in the Washington DC,metro
region,where we have expertise in acquiring and operating assets.The risks applicable to our ability to acquire,integrate and
operate apartment communities in the Washington DC,metro region are also applicable to our ability to acquire,integrate and
operate apartment communities in new markets.In addition to these risks,we wilnetpessessthe-Macroeconomic trends,
including inflation and risirg-high interest rates, may adversely affect our cash flow, financial condition and results of
operations. Macroeconomic trends, including increases in inflation and isirrg-high interest rates, may adversely impact our
business, financial condition and results of operations. In recent years, inflation in the United States has risen to levels not
experienced in recent decades, including rising energy prices, prices for consumer goods, interest rates and wages. These
increases and any interventions, fiscal or otherwise, by the U. S. government in reaction to such events could negatively impact
our business by increasing our operating costs and borrowing costs as well as decreasing the cash available to our residents and
tenants and prospective residents and tenants who wish to rent in our communities. Although we expect to be able to increase
rent to combat the effects of inflation, the cost to operate and maintain communities could increase faster or at a rate greater
than our ability to increase rents that residents and tenants would be willing to pay, which could adversely affect our results of
operations. Additionally, a decline in the market value of real estate in the regions in which we operate may result in the
carrying value of certain real estate assets exceeding their fair value, which has recently and in the future may require us to
recognrze an impairment to those assets. For example we recognrzed an 1rnpa1rment in the third quarter 0f' 2023 on our sole
re1na1n1ng ofﬁce property, Watergate 600. v g ; ; ARee—©

We are currently dependent upon the economic and regulatory climate of the Washlngton DC and Atlanta metro regions, whrch
may impact financial condition and results of operations. As of December 31, 2623-2024 , approximately 75 % of our
residential apartment homes were located in the Washington, DC metro region and 25 % of our residential apartment homes
were located in the Atlanta, Georgia metro region. While we intend to continue expansion of our platform in the Sunbelt region,
our current concentration in just two geographic metro regions may expose us to a greater amount of market- dependent risk
than if we were more geographically diverse. Our performance could be adversely affected by the economic conditions in, and
other factors relating to, these two geographic areas, including zoning and other regulatory conditions, competition for residents
and supply and demand for apartment in these regions, as well as unemployment and job growth. Additionally, in the
Washington, DC and Atlanta metro regions, general economic conditions and local real estate conditions are dependent upon
various industries that are predominant in the area (such as, in Washington, D. C., government and professional / business
services). A downturn in one or more of these industries may have a particularly strong effect on the economic climate of the
region. We are also susceptible to adverse developments in the regulatory environment of any of the markets in which we
operate, particularly Washington, D. C., such as increases in real estate and other taxes, the costs of complying with
governmental regulations or increased regulations, including zoning and tax laws, and actual or threatened reductions in
government operations and / or spending potentially driven by actions, decisions or initiatives of the federal government
(including the advisory committee, Department of Government Efficiency) and / or changes to the timing of government
spending, as has occurred during federal government shutdowns. To the extent that these markets become less desirable to
operate in, our results of operations could be more negatively impacted than if we were more geographically diversified. In the
event of negative economic and / or regulatory changes in the regions in which we operate, we may experience a negative
impact to our financial condition and results of operations. Short- term leases expose us to the effects of declining market rents
sooner than long- term leases, which could adversely affect our cash flow, results of operations and financial condition.
Substantially all of our apartment leases are for a term of one year or less. Because these leases generally permit the residents to
leave at the end of the lease term without penalty, our rental revenues are impacted by declines in market rents sooner than if
our apartment leases were for longer terms. Additionally, if the terms of a renewal or reletting are less favorable than current
terms, then our results of operations and financial condition could be negatively affected. For each of the three years ended
December 31, 2623-2024 , the same- store residential resident retention rate for each year' s respective same- store community
portfolio, was 66 %, 63 %, and 63 Y%and-60-%, respectively. Expenses may increase or remain constant even if our revenues
decrease. The expense of owning and operating a property is not necessarily reduced when circumstances such as market factors
and competition cause a reduction in income from the property or an increase in operating costs. As a result, if revenues drop
decline , we may not be able to reduce our expenses accordingly. Loan payments are an example of a cost that will not be



reduced if our revenues decrease. If a property is mortgaged and we are unable to meet the mortgage payments, the lender could
foreclose on the mortgage and take the property, resulting in a further reduction in revenues. The risks related to our commercial
operations could adversely impact our results of operations and financial condition. Although we are primarily in the residential
rental business, we also own ancillary commercial space, primarily within our apartment communities, and own one office
building that we lease to third parties. Gross rental revenue provided by leased commercial space in our portfolio represented 8
% of our real estate rental revenue fremreentintingoperations-in 2023-2024 . The long term nature of our commercial leases and
characteristics of many of our tenants (generally small, local businesses) may subject us to certain risks, such as difficulties or
delays in reletting this commercial space and in achieving desired rental rates, the cost of allowances and concessions to tenants,
which may be less favorable than current terms, a failure rate of small, local business that may be higher than average and
competition with other commercial spaces, which may affect our ability to lease space and the level of rents we can obtain.
Additionally, if our commercial tenants experience financial distress or bankruptcy, they may fail to comply with their
contractual obligations, seek concessions in order to continue operations or cease their operations. Each of these factors could
adversely impact our results of operations and financial condition. Real estate investments are illiquid, and we may not be able
to sell our properties on a timely basis when we determine it is appropriate to do so, which could negatively impact our
profitability. Real estate investments can be difficult to sell and convert to cash quickly, especially if market conditions are not
favorable. Such illiquidity could limit our ability to quickly change our portfolio of properties in response to changes in
economic or other conditions. Moreover, the REIT tax laws require that we hold our properties for investment, rather than
primarily for sale in the ordinary course of business, which may cause us to forego or defer property sales that otherwise would
be in our best interest. Due to these factors, we may be unable to sell a property at an advantageous time or on the terms
anticipated which could negatively impact our profitability. Rent control et rent stabilization legislation and other regulatory
restrictions may Himit-impact the manner in which we make rent decisions, including our ability to increase rents and pass
through new or increased operating costs to our residents. Jurisdictions in which we own property have adopted, or may in the
future adopt, laws and regulations imposing restrictions on the timing or amount of rent increases or have imposed regulations
relating to low- and moderate- income housing. Suwehtaws-and-In addition, some jurisdictions in the United States where we
do not currently have communities have recently adopted regulations restricting the use of algorithmic devices or systems
when making decisions regarding rents or occupancy, and other jurisdictions where we have properties could adopt
similar regulations in the future. Laws and regulations that restrict the timing and amount of rent increases limit our
ability to charge market rents, increase rents or evict residents at our apartment communities and could make it more difficult
for us to dispose of properties in certain circumstances. Similarly, compliance procedures associated with rent control statutes
and low- and moderate- income housing regulations could have a negative impact on our operating costs, and any failure to
comply with low- and moderate- income housing regulations could result in the loss of certain tax benefits and the forfeiture of
rent payments. In addition, such low- and moderate- income housing regulations often require us to rent a certain number of
homes at below- market rents, which has a negative impact on our ability to increase cash flows from our residential properties
subject to such regulations. Furthermore, such rent control and rent stabilization regulations may negatively impact our
ability to attract higher- paying residents to such properties. As of December 31, 2823-2024 , four of our residential properties,
each located within the Washington, DC metro region, were subject to such rent control or rent stabilization regulations. Our
business and reputation depend on our ability to continue to provide high quality housing and consistent operation of our
communities, the failure of which could adversely affect our business, financial condition and results of operations. Our
business and reputation depend on providing our residents with quality housing including a wide variety of amenities such as
covered parking, swimming pools, fitness facilities and similar features, highly reliable services, including water and electric
power and the consistent operation of our communities. The delayed delivery or any material reduction or prolonged
interruption of these services may cause residents to terminate their leases or may result in a reduction of rents and / or increase
in our costs or other issues. In addition, we may fail to provide quality housing and continuous access to amenities, including as
a result of government mandated closures due to health concerns, mechanical failure, power outage, human error, vandalism,
physical or electronic security breaches, war, terrorism and similar events. Such service interruptions, closures, mechanical
failures or other events may also expose us to additional liability claims and damage our reputation and brand and could cause
current residents to terminate or not renew their leases, and prospective residents to seek housing elsewhere. Any such failures
could impair our ability to continue providing quality housing and consistent operation of our communities, which could
adversely affect our business, financial condition and results of operations. We face risks associated with property development /
redevelopment, which could have an adverse effect on our financial condition, results of operations or ability to satisfy our debt
service obligations. We may, from time to time, engage in development and redevelopment activities, some of which may be
significant. Developing or redeveloping properties presents a number of risks for us, including risks relating to necessary
permitting, risks relating to development and construction costs and / or permanent financing, environmental remediation,
timeline disruptions and demand for the completed property. Properties developed or acquired for development may generate
little or no cash flow from the date of acquisition through the date of completion of development and commencement of leasing
activity. In addition, new development activities, regardless of whether or not they are ultimately successful, may require a
substantial portion of management’ s time and attention. These risks could result in substantial unanticipated delays or expenses
and, under certain circumstances, could prevent completion of development activities once undertaken. Some of these
development / redevelopment risks may be heightened given uncertain and potentially volatile market conditions. If market
volatility causes economic conditions to remain unpredictable or to trend downwards, we may not achieve our expected returns
on properties we develop and we could lose some or all of our investments in those properties. In addition, the lead time
required to develop, construct, and lease- up a development property may increase, which could adversely impact our projected
returns or result in a termination of the development project. The materialization of any of the foregoing risks could have an



adverse effect on our financial condition, results of operations or ability to satisfy our debt service obligations. Corporate social
responsibility, specifically related to ESG matters, may constrain our business operations, impose additional costs and expose us
to new risks that could adversely impact our results of operations and financial condition and the price of our securities.
Environmental, social and governance matters have become increasingly important to investors and other stakeholders. Certain
organizations that provide corporate risk and corporate governance advisory services to investors have developed scores and
ratings to evaluate companies based upon ESG metrics. Many investors focus on ESG- related business practices and scores
when choosing where to allocate their investments and may consider a company’ s score as a factor in making an investment
decision. The focus and activism related to ESG and related matters may constrain our business operations or increase expenses.
Additionally, if our corporate responsibility procedures or standards do not meet the standards set by various constituencies, we
may face reputational damage. There can be no assurance of how we will score on the ESG metrics used by such advisory
organizations in the future, particularly since the criteria by which companies are rated for their ESG efforts may change. A low
ESG score could result in a negative perception of the Company, exclusion of our securities from consideration by certain
investors and / or cause investors to reallocate their capital away from the Company, each of which could have an adverse
impact on the price of our securities. As we continue to invest and focus on ESG efforts and initiatives that we believe are
appropriate for the Company and our shareholders, we could also be criticized by ESG detractors for the scope or nature of our
ESQG initiatives or goals. We could also be subjected to negative responses by governmental actors (such as anti- ESG legislation
or retaliatory legislative treatment), tenants and residents, that could adversely affect our reputation, financial condition and
results of operations. We face risks associated with property acquisitions. We may acquire properties and expand into new
markets which would increase our size and geographic diversity and could alter our capital structure. In addition, our acquisition
activities and results may be exposed to the following risks: « we may have difficulty finding properties that are consistent with
our strategies and meet our standards; * we may be unable to finance acquisitions on favorable terms or at all; * the occupancy
levels, lease- up timing and rental rates of acquired properties may not meet our expectations;  even if we enter into an
acquisition agreement for a property, we may be unable to complete that acquisition after making a non- refundable deposit and
incurring certain other acquisition- related costs; * we may be unable to acquire a desired property at all or at the desired
purchase price because of competition from other real estate investors, including publicly traded real estate investment trusts,
institutional investment funds and private investors; ¢ the timing of property acquisitions may lag the timing of property
dispositions, leading to periods of time where projects’ proceeds are not invested as profitably as we desire; * we may fail to
secure required zoning, occupancy or other governmental permits and authorizations or applicable zoning and land use laws
may change; * we may be unable to quickly and efficiently integrate new acquisitions, particularly acquisitions of portfolios of
properties, into our existing operations; * new acquisitions and developments may fail to perform as expected or we may
underestimate costs necessary to bring an acquired property up to our standards; * we may assume liabilities for undisclosed
environmental contamination; ¢ our estimates of capital expenditures required for an acquired property, including the costs of
repositioning or redeveloping, may be inaccurate and the acquired properties may fail to perform as we expected in analyzing
our investments; and ¢ we could experience a decline in value of the acquired assets after acquisition. In addition, our financing
of an acquisition could negatively impact our cash flows and liquidity, require us to incur substantial debt or involve the
issuance of new equity, which would be dilutive to existing stockholders. We may also acquire properties subject to liabilities
and without recourse, or with limited recourse with respect to unknown liabilities. As a result, if liability were asserted against us
based upon the acquisition of a property, we may have to pay substantial sums to settle it, which could adversely affect our cash
flow. We may suffer economic harm as a......, we may be adversely affected. Climate change and regulation regarding climate
change in the regions in which we operate may adversely affect our financial condition, results of operations, cash flows, per
share market price of our common shares and our ability to satisfy our principal and interest obligations and to make
distributions to our shareholders. Climate change (including rising sea levels, flooding, prolonged periods of extreme
temperature or other extreme weather, and changes in precipitation and temperature), may result in physical damage to, a
decrease in demand for and / or a decrease in rent from and value of our properties located in the areas affected by these
conditions (particularly in areas closer to coasts). Additionally, our insurance premiums may increase as a result of the threat of
climate change or the effects of climate change may not be covered by our insurance policies. Changes in U. S. federal and state
legislation and regulations on climate change could result in utility expenses and / or capital expenditures to improve the energy
efficiency of our existing properties or other related aspects of our properties in order to comply with such regulations or
otherwise adapt to climate change. The U. S. government and various state agencies have introduced or are contemplating
regulatory changes in response to the potential impact of climate change, including legislation regarding green- house gas
emissions and renewable energy targets. Any such regulation regarding climate change may require unplanned capital
improvements and increased engagement by our employees. Any adopted future climate change regulations could negatively
impact our ability to compete with companies not subject to such regulations. From a medium and long- term perspective, as a
result of these regulatory initiatives, we may see an increase in costs relating to any owned or future properties and failure to
meet certain performance standards could result in fines for non- compliance, a decrease in demand and a decline in the value of
our properties. As a result of these and other regulations, our financial condition, results of operations, cash flows, per share
market price of our common shares and our ability to satisfy our principal and interest obligations and to make distributions to
our shareholders could be adversely affected. Actual or threatened acts of violence, including terrorist attacks, may adversely
affect our ability to generate revenues and the value of our properties. Actual or threatened acts of violence, including terrorist
attacks and increased crime rates, resulting in more safety and security incidents, could occur in the localities in which we
conduct business. As a result, some residents in our markets may choose to relocate to other markets. This could result in an
overall decrease in the demand for such markets generally, which could increase vacancies or impact rental rates in our
properties. In addition, future acts of violence or terrorist attacks could directly or indirectly damage our properties, both



physically and financially, or cause losses that materially exceed our insurance coverage. As a result of the foregoing, our ability
to generate revenues and the value of our properties could decline materially which would negatively affect our results of
operations. Some potential losses are not covered by insurance, which could adversely affect our financial condition or cash
flow. The property insurance that we maintain for our properties has historically been on an “ all risk ” basis, which is in full
force and effect until renewal in August 2024-2025 . There are other types of losses, such as from wars or catastrophic events,
for which we cannot obtain insurance at all or at a reasonable cost. Our insurance does not cover terrorist related activities
except certain non- certified nuclear, chemical and biological acts of terrorism. Our financial condition and results of operations
are subject to the risks associated with acts of terrorism and the potential for uninsured losses as the result of any such acts.
Property ownership also involves potential liability to third parties for such matters as personal injuries occurring on the
property. Such losses may not be fully insured. Furthermore, losses related to other types of risk, such as cybersecurity incidents
or climate change may not be fully insured. In addition to uninsured losses, various government authorities may condemn all or
parts of operating properties. Such condemnations could adversely affect the viability of such projects. Any such uninsured loss
could adversely affect our financial condition or cash flow. In the event of an uninsured loss or a loss in excess of our insurance
limits, we could lose both the revenues generated from the affected property and the capital we have invested in the affected
property. Depending on the specific circumstances of the affected property, it is possible that we could be liable for any
mortgage indebtedness or other obligations related to the property. Any such loss could adversely affect our business and
financial condition and results of operations. Additionally, any material increase in insurance rates or decrease in available
coverage in the future could adversely affect our results of operations and financial condition. Compliance with certain federal,
state and local laws and regulations could adversely affect our results of operation, and may cause us to incur substantial costs or
subject us to potential liabilities. We are subject to certain compliance costs and potential liabilities under various U. S. federal,
state and local environmental, employment, health, safety and zoning laws and regulations that govern our and our tenants’
operations. If we fail to comply with such laws, including if we fail to obtain any required permits or licenses, we could face
substantial fines or possible revocation of our authority to conduct some of our operations. Some of our current or former
properties have had tenants that used hazardous substances or petroleum in the course of their businesses. Various
environmental laws impose liability on a current or former owner or operator of real property for investigation or cleanup of
hazardous substances or petroleum products at, on, under or migrating from our currently or formerly owned or leased real
property, regardless of whether or not we knew of, or caused, the presence or release of such substances or products. Liability
under these laws may be joint and several, meaning that we could be required to bear 100 % of the liability even if other parties
are also liable. From time to time, we may be required to investigate and clean- up hazardous substances or petroleum products
or remove, abate or manage asbestos, mold, radon gas, lead or other hazardous conditions at our properties, and the costs of
those effort may be substantial and could exceed the value of the property and / or our aggregate assets. The presence or release
of such hazardous substances or petroleum products at our currently owned or leased properties could result in limitations on or
interruptions to our operations, or may adversely affect our ability to sell or rent such properties or borrow using such properties
as collateral. Releases of hazardous substances or petroleum products at our currently or formerly owned or leased properties
could result in tort claims by tenants, occupational health and safety violations or workers compensation claims by our
employees, or other third- party claims for bodily injury, property or natural resource damages, or other losses, including liens
in favor of the government for costs the government incurs in cleaning up contamination. In addition, we may be liable for the
costs of investigating or remediating contamination at off- site waste disposal facilities to which we have arranged for the
disposal, or treatment of hazardous substances without regard to whether we complied with environmental laws in doing so. It is
our policy to retain independent environmental consultants to conduct Phase I environmental site assessments and asbestos
surveys prior to our acquisition of properties. However, there is a risk that these assessments will not identify all potential
environmental issues at a given property. Moreover, environmental, health and safety requirements have become increasingly
stringent, and our costs may increase as a result. New or revised laws and regulations or new interpretations of existing laws and
regulations, such as those related to climate change, could affect the operation of our properties or result in significant additional
expense and operating restrictions on our properties or adversely affect our ability to sell properties or to use properties as
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v y attens—Our properties are subject to various ﬁt-he%federal state and local
regulatory requirements, such as the ADA, state and local fair housing, rent control and fire and life safety requirements. If we
fail to comply with the requirements of the ADA or other federal, state and local regulations, we could be subject to fines,
penalties, injunctive action, damages to private litigations, reputational harm and other business effects , such as mandated
capital expenditures to remedy noncompliance, which could materially and negatively affect our performance and results of
operations. Litigation risk could affect our business. We are involved and may continue to be involved in legal
proceedings and claims in the ordinary course of business and may also be involved in class actions, inquiries and
governmental investigations. These legal proceedings may include, but are not limited to, proceedings related to
consumer, shareholder, securities, antitrust, employment, environmental, development, condominium conversion, tort,
eviction and commercial legal issues. Litigation can be lengthy and expensive, and it can divert management' s attention
and resources. Results cannot be predicted with certainty, and an unfavorable outcome in litigation could result in
liability material to our financial condition or results of operations. In addition, extstingtaws-other multifamily apartment
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to-public-eompantesgenerally-could inerease-oureosts-and-eould-have-an-adverseeffeetaffect on-their business as well as the
way we conduct our business finanetal-performanee-. For example, one of our vendors, RealPage, is currently involved in
lawsuits alleging that RealPage and others conspired to artificially inflate the prices of multifamily residential real estate above
competitive levels. We face cybersecurity risks which have the potential to disrupt our operations, cause material harm to our
financial condition, result in misappropriation of assets, compromise confidential information and / or damage our business
relationships and we can provide no assurance that the steps we and our service providers take in response to these risks will be
effective. We are dependent on our information technology networks and systems te-aeeess-, as well as those of third parties, to
access, process, transmit and store proprietary and confidential information, including personal information of residents,
employees, and vendors. We face cybersecurity threats, including system, network or internet failures, cyber- attacks,
ransomware and other malware, social engineering, phishing schemes and workforce member error, negligence, or fraud. The
risk of a cyber- attack, including by eemputer-hackers, nation- state affiliated actors and cyber terrorists, has generally increased
as the number, intensity and sophistication of attempted attacks around the world have increased. Any such cybersecurity
incident, including those impacting personal information, may result in disruption of our operations, material harm to our
financial condition, cash flows and the market price of our common shares, misappropriation of assets, compromise or
corruption of confidential information (including personal information) collected in the course of conducting our business,
liability for impacted information or assets, increased cybersecurity protection and insurance costs, regulatory scrutiny or
enforcement, litigation and damage to our stakeholder relationships. A cybersecurity incident could also interfere with our
ability to comply with financial reporting requirements. Additionally, future or past business transactions (such as acquisitions or
integrations) could expose us to additional cybersecurity risks and threats, as our systems or business activities could be
negatively affected by vulnerabilities present in acquired or integrated entities’ systems and technologies. Furthermore, we may
discover security issues that were not found during due diligence of such acquired or integrated entities, and it may be difficult
to integrate companies into our information technology environment and security program. In addition, increased regulation of
data collection, use and retention practices, including self- regulation and industry standards, changes in existing laws and
regulations, enactment of new laws and regulations, increased enforcement activity, and changes in interpretation of laws, could
increase our cost of compliance and operation, limit our ability to grow our business or otherwise harm the Company. We also
rely on third- party service providers in our conduct of our business, and we can provide no assurance that the security measures
of those providers will be effective. While we may be entitled to damages if our third- party service providers fail to satisfy their
security- related obligations to us, any award may be insufficient to cover our damages, or we may be unable to recover such
award. Although we and our third- party service providers make efforts to maintain the security and integrity of our information,
including the implementation of security measures, required employee awareness training and the existence of a disaster
recovery plan, we can provide no assurance that our data security measures will be able to detect or prevent all cybersecurity
incidents. These risks require increasing resources from us to analyze and mitigate, and there is no assurance that our efforts will
be effective. Additionally, as a result of the internalization of community management services for our properties, which was
completed in 2023, we collect and retain greater amounts of personal information, both from employees and current and
potential residents, which increases the risks and potential effects of such a cybersecurity incident. We have identified and
expect to continue to identify eyberattacks-cyber- attacks and cybersecurity incidents emraffecting our systems and those of
third parties, but none of the eyberattaeks-cyber- attacks and incidents we have identified to date has had a material impact on
our business or operations. While we have purchased cybersecurity insurance, there are no assurances that the coverage would
be adequate in relation to any incurred losses. Moreover, as cyber- attacks increase in frequency and magnitude, we may be
unable to obtain cybersecurity insurance in amounts and on terms we view as adequate for our operations. A pandemic and
measures intended to prevent its spread, could have a material adverse effect on our business, results of operations, cash flows
and financial condition. A pandemic and emergence of new variants could (as the outbreak of COVID- 19 did) negatively
impact the global economy, disrupt financial markets and international trade, and result in varying unemployment levels, all of
which could negatively impact the multifamily industry and our business. Pandemic outbreaks could lead (and the outbreak of
COVID- 19 led) governments and other authorities around the world, including federal, state and local authorities in the United
States, to impose measures intended to mitigate its spread, including restrictions on freedom of movement and business
operations such as orders not allowing the collection of rents, rent increases, or eviction of non- paying residents and tenants.
The impact of an ongoing pandemic and measures to prevent its spread could (and the outbreak of COVID- 19 did) negatively
impact our businesses in a number of ways, including shifts in consumer housing demand, our residents’ ability or willingness to
pay rents and the demand for multifamily communities within the markets we operate. Unanticipated costs and operating
expenses and decreased anticipated and actual revenue related to compliance with regulations could negatively impact our future
compliance with financial covenants of debt agreements and our ability to satisfy certain REIT- related requirements. We may
suffer economic harm as a result of the actions of our partners in real estate joint ventures and other investments which may
adversely affect our financial condition,results of operations,cash flows and ability to make distributions to our shareholders.We
entrrenthysand-may from time to time #rthe-fatare;-invest in joint ventures in which we are not the exclusive investor or the only
decision maker.Investments in such entities may involve risks not present when a third party is not involved,including the
possibility that the other parties to these investments may have business interest or goals that are inconsistent with our
own,including for example,whether to sell or retain joint venture properties or interests,become bankrupt or fail to fund their
share of required capital contributions.In some instances,joint venture partners may have competing interests that could create
conflicts of interest,including compliance with the REIT requirements,and our REIT status could be jeopardized if any of our
future joint ventures do not operate in compliance with the REIT requirements.To the extent our joint venture partners do not
meet their obligations to us or they act inconsistent with our interests in the joint venture ,we may be adversely affected. Risks
Related to Financing Rising-High interest rates would increase our interest costs and negatively impact our cash flow. We have



and may continue to incur indebtedness that bears interest at variable rates. As a result, high an-inereasetm-interest rates will
increase our interest expense, which could adversely affect our cash flow and our ability to service debt. As a protection against
risirg-high interest rates, we may enter into agreements such as interest rate swaps, caps, floors and other interest rate exchange
contracts. These agreements, however, increase our risks , including other parties to the agreements not performing or that the
agreements may be unenforceable . The Federal Reserve cut its benchmark rate in the third quarter of 2024 for the first
time since March 2020 and continued with two more benchmark rate cuts in the fourth quarter of 2024, but future
reductions to benchmark rates are not certain. Also, if prevailing interest rates or other factors, such as the reluctance of
lenders to make commercial real estate loans or the loss of the benefits of hedging arrangements, result in higher interest
rates on our indebtedness, the increased interest expenses would adversely affect our cash flow, financial condition, and
results of operation . We face risks associated with the use of debt, including refinancing risk. We rely on borrowings under
our credit facility, term loan, mortgage notes, and debt securities to finance acquisitions and development activities and for
general corporate purposes. In the past, the commercial real estate debt markets have experienced significant volatility due to a
number of factors, including the tightening of underwriting standards by lenders and credit rating agencies and the diminished
market sentiment and prices with respect to certain asset classes. This volatility resulted in investors decreasing the availability
of debt financing as well as increasing the cost of debt financing. These conditions, which increase the cost and reduce
availability of debt, may eentine-te-worsen in the future. Circumstances could again arise in which we may not be able to
obtain debt financing in the future on favorable terms, or at all. If we are unable to borrow under our credit facility, obtain new
debt financing or to refinance existing debt, our financial condition and results of operations would likely be adversely affected.
Similarly, global equity markets have experienced significant price volatility and liquidity disruptions in recent years, and
similar circumstances could significantly and negatively impact liquidity in the financial market in the future. Any disruption
could negatively impact our ability to access additional financing at reasonable terms or at all. We anticipate that only a small
portion of the principal of our currently outstanding debt, if any, will be repaid prior to maturity. Therefore, we are likely to
need to refinance a significant portion of our outstanding debt as it matures. There is a risk that we may not be able to refinance
existing debt or that the terms of any refinancing will not be as favorable as the terms of the existing debt. If principal payments
due at maturity cannot be refinanced, extended or repaid with proceeds from other sources, such as new equity capital, our cash
flow may not be sufficient to repay all maturing debt in years when significant “ balloon ” payments come due. In addition, we
may rely on debt to fund a portion of our new investments such as our acquisition and development activity. There is a risk that
we may be unable to finance these activities on favorable terms or at all. The materialization of any of the foregoing risks would
adversely affect our financial condition and results of operations. Our degree of leverage could limit our ability to obtain
additional financing, affect the market price of our common shares or debt securities or otherwise adversely affect our financial
condition. On February 43-11 , 2624-2025 , our total consolidated debt was approximately $ 0. 7 billion. Using the closing share
price of $ 44-15 . 43-51 per share of our common shares on February 43-11 , 2024-2025 , multiplied by the number of our
common shares, our consolidated debt to total consolidated market capitalization ratio was approximately 36-34 % as of
February 43-11 , 2624-2025 . Our degree of leverage could affect our ability to obtain additional financing for working capital,
capital expenditures, acquisitions, development or other general corporate purposes. Our senior unsecured debt is currently rated
investment grade by two major rating agencies. However, there can be no assurance that we will be able to maintain this-these
rating-ratings , and in the event our senior debt is downgraded from its current rating, we would likely incur higher borrowing
costs and / or difficulty in obtaining additional financing. Our degree of leverage could also make us more vulnerable to a
downturn in business or the economy generally. There is a risk that changes in our debt to market capitalization ratio, which is in
part a function of our share price, or our ratio of indebtedness to other measures of asset value used by financial analysts, may
have an adverse effect on the market price of our equity or debt securities. Additionally, payments of principal and interest on
borrowings may leave us with insufficient cash resources to operate our properties, fully implement our capital expenditure,
acquisition and redevelopment activities, or meet the REIT distribution requirements imposed by the Code. Failure to effectively
hedge against interest rate changes may adversely affect our financial condition, results of operations, cash flow, per share
market price of our common shares and ability to make distributions to our shareholders and agreements we enter into to protect
us from rising interest rates expose us to counterparty risk. We have entered into, and may in the future enter into, hedging
transactions to protect ourselves from the effects of interest rate fluctuations on variable rate debt. Our hedging transactions have
included, and may in the future include, entering into agreements such as interest rate swaps, caps, floors and other interest rate
exchange contracts. These agreements involve risks, such as the risk that such arrangements would not be effective in reducing
our exposure to interest rate changes or that a court could rule that such an agreement is not legally enforceable. In addition,
interest rate hedging can be expensive, particularly during periods of rising and volatile interest rates. Failure to hedge
effectively against interest rate changes could materially adversely affect our financial condition, results of operations, cash
flow, per share trading price of our common shares and ability to make distributions to our shareholders. Additionally, While
while such agreements are intended to lessen the impact of rising interest rates on us, they could also expose us to the risk that
the other parties to the agreements would not perform, and that the hedging arrangements may not be effective in reducing our
exposure to interest rate changes. In addition, the REIT provisions of the Code may limit use of certain hedging techniques that
might otherwise be advantageous or push us to implement those hedges through a taxable REIT subsidiary, which would
increase the cost of our hedging activities. Moreover, there can be no assurance that our hedging arrangements will qualify as
highly effective cash flow hedges under Financial Accounting Standards Board (“ FASB ), Accounting Standards Codification
(“ ASC ”) Topic 815, Derivatives and Hedging, or that our hedging activities will have the desired beneficial impact on our
results of operations. Should we desire to terminate a hedging agreement there could be 51gn1ﬁcant costs and cash requirements
1nvolved to fulfill our obligation under the hedgmg agreement. o8 e ae At 55 MR




irinereased-borrowing-eosts—Covenants in our debt agreements could adversely affect our financial condition. Our credit
facility and other debt instruments contain customary restrictions, requirements and other limitations on our ability to incur
indebtedness. We must maintain certain ratios, including a maximum of total indebtedness to total asset value, a maximum of
secured indebtedness to total asset value, a minimum of quarterly adjusted EBITDA to fixed charges and a maximum of
unsecured indebtedness to unencumbered pool value. Our ability to borrow under our credit facility is subject to compliance
with our financial and other covenants. Failure to comply with any of the covenants under our unsecured credit facility or other
debt instruments (including our indenture, term loan agreement and our notes purchase agreement) could result in a default
under one or more of our debt instruments. If we fail to comply with the covenants in our unsecured credit facility or other debt
instruments, other sources of capital may not be available to us or be available only on unattractive terms. In addition, if we
breach covenants in our debt agreements, the lenders can declare a default and, if the debt is secured, take possession of the
property securing the defaulted loan. Any default or cross- default events could cause our lenders to accelerate the timing of
payments and / or prohibit future borrowings, either of which would have a material adverse effect on our business, operations,
financial condition and liquidity. Risks Related to Our Organizational Structure Our declaration of trust and Maryland law
contain provisions that may delay, defer or prevent a change in control of Elme Communities, even if such a change in control
may be in the best interest of our shareholders, and as a result may depress the market price of our common shares. Provisions
of the Maryland General Corporation Law (“ MGCL ) may limit a change in control which could prevent holders of our
common shares from profiting as a result of such change in control. These provisions include: ¢ a provision where a corporation
is not permitted to engage in any business combination with any “ interested stockholder, ”” defined as any holder or affiliate of
any holder of 10 % or more of the corporation’ s stock, for a period of five years after that holder becomes an “ interested
stockholder, ” and ¢ a provision where the voting rights of *“ control shares ” acquired in a *“ control share acquisition, ” as
defined in the MGCL, may be restricted, such that the “ control shares ” have no voting rights, except to the extent approved by
a vote of holders of two- thirds of the common shares entitled to vote on the matter. Our bylaws currently provide that the
foregoing provision regarding *“ control share acquisitions ”” will not apply to any acquisition by any person of shares of
beneficial interest of Elme Communities. There can be no assurance that this provision will not be amended or eliminated at any
time in the future by our Board and may be amended or eliminated with retroactive effect. Additionally, Title 8, Subtitle 3 of the
MGCL permits our Board, without shareholder approval and regardless of what is currently provided in our declaration of trust
or bylaws, to implement certain takeover defenses. These provisions may have the effect of inhibiting a third party from making
an acquisition proposal for us or of delaying, deferring or preventing a change in control of us under the circumstances that
otherwise could provide our common shareholders with the opportunity to realize a premium over the then current market price.
The share ownership limits imposed by the Code for REITs and imposed by our declaration of trust may restrict our business
combination opportunities that might involve a premium price for our common shares or otherwise be in the best interest of our
shareholders. The ownership of our shares must be restricted in several ways in order for us to maintain our qualification as a
REIT under the Code. Our declaration of trust provides that no person (other than an excepted holder, as defined in our
declaration of trust) may actually or constructively own more than 9. 8 % of the aggregate of our outstanding common shares by
value or by number of shares, whichever is more restrictive, or 9. 8 % of the aggregate of the equity shares by value. Our Board
has the authority under our declaration of trust to reduce these share ownership limits. Our Board may, in its sole discretion,
grant exemptions to the share ownership limits, subject to such conditions and the receipt by our Board of certain representations
and undertakings to ensure that our REIT qualification is not adversely affected. In addition to 9. 8 % (or any lower future
percentage) share ownership limits, our declaration of trust also prohibits any person from (a) beneficially or constructively
owning, as determined by applying certain attribution rules of the Code, our equity shares that would result in us being “ closely
held ” under Section 856 (h) of the Code (regardless of whether the interest is held during the last half of a taxable year) or that
would otherwise cause us to fail to qualify as a REIT, or (b) transferring equity shares if such transfer would result in our equity
shares being owned by fewer than 100 persons. The share ownership limits contained in our declaration of trust are based on the
ownership at any time by any “ person, ” which term includes entities and certain groups. The share ownership limitations in our
declaration of trust are common in REIT charters and are intended to provide added assurance of compliance with the tax law
requirements. However, the share ownership limits on our shares and our enforcement of them might delay, defer, prevent, or
otherwise inhibit a transaction or a change in control of Elme Communities, including a transaction that might involve a
premium price for our common shares or that might otherwise be in the best interest of our shareholders. Our rights and the
rights of our shareholders to take action against our trustees and officers are limited, which could limit your recourse in the event
of actions that you do not believe are in your best interests. Maryland law provides that a trustee has no liability in that capacity
if he or she satisfies his or her duties to us and our shareholders. Under current Maryland law, our trustees and officers will not
have any liability to us or our shareholders for money damages, except for liability resulting from: ¢ actual receipt of an
improper benefit or profit in money, property or services; or * a final judgment based upon a finding of active and deliberate
dishonesty by the trustee or officer that was material to the cause of action adjudicated. In addition, our declaration of trust
authorizes and our bylaws require us to indemnify our trustees for actions taken by them in those capacities to the maximum



extent permitted by Maryland law. Our bylaws also require us to indemnify our officers for actions taken by them in those
capacities to the maximum extent permitted by Maryland law. As a result, we and our shareholders may have more limited
rights against our trustees and officers than might otherwise exist. Accordingly, in the event that actions taken in good faith by
any of our trustees or officers impede the performance of Elme Communities, your ability to recover damages from such trustees
or officers will be limited with respect to trustees and may be limited with respect to officers. In addition, we have agreed to
obligations to advance the defense costs incurred by our trustees and our executive officers, and may, in the discretion of our
Board, advance the defense costs incurred by our officers, our employees and other agents, in connection with legal proceedings.
Risks Related to Our Common Shares We cannot assure you we will continue to pay dividends at current rates and the failure to
do so could have an adverse effect on the market price of our common shares. Cash flows from operations are an important
factor in our ability to sustain our dividend at its current rate. If our cash flows from operations were to decline significantly, we
may have to borrow on our lines of credit to sustain the dividend rate or reduce our dividend. Our ability to continue to pay
dividends on our common shares at their current rate or to increase our common share dividend rate will depend on a number of
factors, including, among others, our future financial condition and results of operations and the terms of our debt covenants.
Our Board considers, among other factors, trends in our levels of funds from operations, together with associated recurring
capital improvements, tenant improvements, leasing commissions and incentives, and adjustments to straight- line rents to
reflect cash rents received to achieve a targeted payout ratio. If some or all of these factors were to trend downward for a
sustained period of time, our Board could determine to reduce our dividend rate. If we do not maintain or increase the dividend
rate on our common shares in the future it could have an adverse effect on the market prlce of our common shares

6tﬂ“RE'I:f—SfaﬂtS—The market Value of our securrtres can be adversely affected by many factors As Wlth any pubhc company, a
number of factors may adversely influence the public market price of our common shares. These factors include: « level of
institutional interest in us; * perceived attractiveness of investment in us, in comparison to other REITs; ¢ perceived
attractiveness of the Washington, DC metro and Sunbelt regions; ¢ attractiveness of securities of REITSs in comparison to other
asset classes taking into account, among other things, that a substantial portion of REITs’ dividends may be taxed as ordinary
income; ¢ our financial condition and performance; * the market’ s perception of our growth potential and potential future cash
dividends; ¢ investor confidence in the stock and bond markets generally; * national economic conditions and general stock and
bond market conditions; ¢ government uncertainty, action or regulation; ¢ increases in market interest rates, which may lead
investors to expect a higher annual yield from our distributions in relation to the price of our shares; * uncertainty around and
changes in U. S. federal tax laws; * changes in our credit ratings; and * any negative change in the level of our dividend or the
partial payment thereof in common shares. Additionally, any future offerings of our shares may dilute the holdings of our
existing shareholders, reduce the market price of our shares, or both. Holders of our shares are not entitled to preemptive rights
or other protections against dilution. Risks Related to Taxes and our Status as a REIT The loss of our tax status as a REIT would
have significant adverse consequences to us and the value of our common shares. We believe that we qualify as a REIT, and we
intend to continue to operate in a manner that will allow us to continue to qualify as a REIT. However, our declaration of trust
provides that our Board may revoke or otherwise terminate our REIT election, without the approval of our shareholders, if it
determines that it is no longer in our best interest to continue to qualify as a REIT. Furthermore, we cannot assure you that we
are qualified as a REIT, or that we will remain qualified as a REIT in the future. This is because qualification as a REIT
involves the application of highly technical and complex provisions of the Code which include maintaining ownership of
specified minimum levels of real estate- related assets, generating specified minimum levels of real estate- related income,
maintaining certain diversity of ownership requirements with respect to our shares and distributing at least 90 % of our “ REIT
taxable income ” (determined before the deduction for dividends paid and excluding net capital gains) on an annual basis.
Moreover, the complexity of these provisions and of applicable treasury regulations is greater in the case of a REIT that, like us,
holds some of its assets through entities treated as partnerships for U. S. federal income tax purposes. Only limited judicial and
administrative interpretations of the REIT rules exist. In addition, qualification as a REIT involves the determination of various
factual matters and circumstances not entirely within our control. If we fail to qualify as a REIT, we could face serious tax
consequences that could substantially reduce our funds available for payment of dividends for each of the years involved
because: ® iwe would be subject to U. S. federal income tax at the regular corporate rate, without any deduction for dividends
paid to shareholders in computing our taxable income, and possibly increased state and local taxes; and ® fi)-unless we are
entitled to relief under statutory provisions, we would be disqualified from taxation as a REIT for the four taxable years
following the year during which qualification was lost. This treatment would reduce net earnings available for investment or
distribution to shareholders because of the additional tax liability for the year (or years) involved. To the extent that
distributions to shareholders had been made based on the assumption of our qualification as a REIT, we might be required to
borrow funds or to liquidate certain of our investments to pay the applicable tax. As a result of these factors, our failure to
qualify as a REIT could have a material adverse impact on our results of operations, financial condition and liquidity. If we fail
to qualify as a REIT but are eligible for certain relief provisions, then we may retain our status as a REIT but may be required to
pay a penalty tax, which could be substantial. Dividends payable by REITs do not qualify for the reduced tax rates available for
some dividends. The maximum tax rate applicable to income from “ qualified dividends ” payable by non- REIT C corporations
to U. S. shareholders that are individuals, trusts or estates generally is 20 % (excluding the 3. 8 % net investment income tax).
Dividends payable by REITs, however, generally are not eligible for the maximum 20 % reduced rate and are taxed at
applicable ordinary income tax rates, except to the extent that certain holding requirements have been met and a REIT’ s
dividends are attributable to (i) dividends received by a REIT from taxable corporations (such as a taxable REIT subsidiary), to
(if) income that was subject to tax at the REIT / corporate level, or te-(iif) dividends properly designated by the REIT as “ capital
gain dividends. ” For taxable years beginning before January 1, 2026, U. S. shareholders that are individuals, trusts or estates



may deduct 20 % of their dividends from REITSs (excluding qualified dividend income and capital gains dividends). For those
U. S. shareholders in the top marginal tax bracket of 37 %, the deduction for REIT dividends yields an effective income tax rate
of 29. 6 % (excluding the net investment income tax) on REIT dividends, which is higher than the 20 % tax rate on qualified
dividend income paid by non- REIT C corporations (although the maximum effective rate applicable to such dividends, after
taking into account the 21 % U. S. federal income tax rate applicable to non- REIT C corporations is 36. 8 % (excluding the 3. 8
% net investment income tax)). Although the reduced rates applicable to dividend income from non- REIT C corporations do
not adversely affect the taxation of REITs or dividends payable by REITs, these reduced rates could cause investors who are
non- corporate taxpayers to perceive investments in REITSs to be relatively less attractive than investments in the shares of non-
REIT C corporations that pay dividends, which could adversely affect the value of the stock of REITSs, including our common
shares. The REIT distribution requirements could require us to borrow funds during unfavorable market conditions or subject us
to tax, which would reduce the cash available for distribution to our shareholders. In order to qualify as a REIT, we generally
must distribute to our shareholders, on an annual basis, at least 90 % of our “ REIT taxable income, ” determined without regard
to the deduction for dividends paid and excluding net capital gains. In addition, we will be subject to U. S. federal income tax at
the regular corporate rate (currently 21 %) to the extent that we distribute less than 100 % of our net taxable income (including
net capital gains) and will be subject to a 4 % nondeductible excise tax on the amount by which our distributions in any calendar
year are less than a minimum amount specified under U. S. federal income tax laws. We intend to continue to distribute our net
income to our shareholders in a manner intended to satisfy the REIT 90 % distribution requirement and to avoid U. S. federal
income tax and the 4 % nondeductible excise tax. In addition, from time to time our taxable income may exceed our net income
as determined by GAAP. This may occur, for instance, because realized capital losses are deducted in determining our GAAP
net income but may not be deductible in computing our taxable income. In addition, we may incur nondeductible capital
expenditures or be required to make debt or amortization payments. As a result of the foregoing, we may generate less cash flow
than taxable income in a particular year and we may incur U. S. federal income tax and the 4 % nondeductible excise tax on that
income if we do not distribute such income to shareholders in that year. In that event, we may be required to (i) use cash
reserves, (ii) incur debt at rates or times that we regard as unfavorable, (iii) sell assets in adverse market conditions, (iv)
distribute amounts that would otherwise be invested in future acquisitions, capital expenditures or repayment of debt, or (v)
make a taxable distribution of our shares as part of a distribution in which shareholders may elect to receive our shares or
(subject to a limit measured as a percentage of the total distribution) cash in order to satisfy the REIT 90 % distribution
requirement and to avoid U. S. federal income tax and the 4 % nondeductible excise tax in that year. These alternatives could
increase our costs or reduce or dilute our equity. Thus, compliance with the REIT requirements may hinder our ability to grow,
which could adversely affect our business, financial condition and results of operations. The U. S. federal income tax treatment
of the cash that we might receive from cash settlement of a forward sale agreement is unclear and could jeopardize our ability to
meet the REIT qualification requirements. We may enter into forward sale agreements from time to time and, subject to certain
conditions, we have the right to elect physical, cash or net share settlement under these agreements at any time and from time to
time, in part or in full. In the event that we elect to settle a forward sale agreement for cash and the settlement price is below the
forward sale price, we would be entitled to receive a cash payment from the applicable forward purchaser (s). Under Section
1032 of the Code, generally, no gains and losses are recognized by a corporation in dealing in its own shares, including pursuant
to a ““ securities futures contract, ” as defined in the Code by reference to the Securities Exchange Act of 1934. Although we
believe that any amount received by us in exchange for our common shares would qualify for the exemption under Section 1032
of the Code, because it is not entirely clear whether a forward sale agreement qualifies as a “ securities futures contract, ” the U.
S. federal income tax treatment of any cash settlement payment we receive is uncertain. In the event that we recognize a
significant gain from the cash settlement of a forward sale agreement, we might not be able to satisfy the gross income
requirements applicable to REITs under the Code. If we were to fail to satisfy one or both of the gross income tests for any
taxable year, we may nevertheless qualify as a REIT for such year if we were entitled to relief under certain provisions of the
Code. If these relief provisions were inapplicable, we would not qualify to be taxed as a REIT. Even if we qualify as a REIT, we
may face other tax liabilities that reduce our cash flow. Even if we qualify for taxation as a REIT, we may be subject to certain
U. S. federal, state and local taxes on our income, property or net worth, including taxes on any undistributed income, tax on
income from some activities conducted as a result of a foreclosure, and state or local income, property and transfer taxes.
Moreover, if we have net income from “ prohibited transactions, ” that income will be subject to a 100 % tax. The need to avoid
prohibited transactions could cause us to forego or defer sales of properties that might otherwise be in our best interest to sell. In
addition, we could, in certain circumstances, be required to pay an excise or penalty tax (which could be significant in amount)
in order to utilize one or more relief provisions under the Code to maintain our qualification as a REIT. Any of these taxes
would decrease cash available for the payment of our debt obligations and distributions to shareholders. Our taxable REIT
subsidiary (and any taxable REIT subsidiary formed in the future) generally will be subject to U. S. federal, state and local
corporate income tax on their taxable income. Moreover, while we will attempt to ensure that our dealings with our taxable
REIT subsidiary (and any taxable REIT subsidiary formed in the future) do not adversely affect our REIT qualification, we
cannot provide assurances that we will successfully achieve that result. Partnership tax audit rules could have a material adverse
effect on us. Under current federal partnership tax audit rules, subject to certain exceptions, any audit adjustment to items of
income, gain, loss, deduction, or credit of a partnership (and a partner’ s allocable share thereof) is determined, and taxes,
interest, and penalties attributable thereto are assessed and collected, at the partnership level. With respect to any partnership in
which we invest, unless such partnership makes an election or takes certain steps to require the partners to pay their tax on their
allocable shares of the adjustment, it is possible that such partnership would be required to pay additional taxes, interest, and
penalties as a result of an audit adjustment. We could be required to bear the economic burden of those taxes, interest, and
penalties even though we, as a REIT, may not otherwise have been required to pay additional corporate - level taxes had we



owned the assets of the partnership directly. There is a risk of changes in the tax laws which may adversely affect our taxation
as a REIT and taxation of our sharcholders. The IRS, the United States Treasury Department and Congress frequently review U.
S. federal income tax legislation, regulations and other guidance. Mestreeently-In addition , numerous-according to publicly
released statements, a top legislative judietal-and-priority of the Trump administrative-administration and Congress may
be significant reform of the Code, including significant change% have—beeﬂ—made—to taxatlon fhe—U—S—fedefa-l—rneeme—ta*
-}aws—rn—eeﬂneeﬁen—wrt-h—t-he—passage—of business entltles

We cannot predlct Whether when or to What extent new U. S.
federal tax laws, regulations, interpretations or rulings will be adopted. Further, from time to time, changes in state and local tax
laws or regulations are enacted, which may result in an increase in our tax liability. Any legislative action may prospectively or
retroactively modify our tax treatment and, therefore, may adversely affect our taxation or taxation of our shareholders. We urge
you to consult with your tax advisor with respect to the status of legislative, regulatory or administrative developments and
proposals and their potential effect on an investment in our common shares.



