Risk Factors Comparison 2025-02-26 to 2024-02-27 Form: 10-K

Legend: New Text RemevedFext-Unchanged Text Moved Text Section

You should carefully consider the following risks and other information in this Annual Report in evaluating us and our capital
stock. Any of the following risks, as well as additional risks and uncertainties not currently known to us or that we currently
deem immaterial, could materially and adversely affect our business, financial condition or results of operations, and could, in
turn, impact the trading price of our capital stock. Summary Risk Factors The following is a summary of some of the risks and
uncertainties that could materially adversely affect our business, financial condition and results of operations. You should read
this summary together with the more detailed description of each risk factor contained below. * unfavorable changes in market
and economic conditions in the United States and globally and in the specific markets where our properties are located;
macroeconomic trends including inflation and high interest rates may adversely affect our financial eenditions-- condition and
results of operations; ¢ risks associated with the ownership of real estate; * limited ability to dispose of assets because of the
relative illiquidity of real estate investments; ¢ our multifamily properties are concentrated in certain geographic markets in the
Southeastern and Southwestern United States, which makes us more susceptible to adverse developments in those markets; *
increased risks associated with our strategy of acquiring value enhancement multifamily properties rather than more
conservative investment strategies; * failure to succeed in new markets may have adverse consequences on our performance; *
competition for attractive investment opportunity and any increased affordability of residential homes could limit our ability to
lease our apartments or increase or maintain rents; * high costs associated with the compliance with various accessibility,
environmental, building and health and safety laws and regulations; e risks associated with buying owning and selling apartment
communities, including contingent or unknown liabilities related to the properties and the risk that we may not be able to yield
anticipated results or sell certain properties; ¢ risks associated with operating through joint ventures and funds; ¢ our dependence
on information systems; * risks associated with breaches of our data security;  costs associated with being a public company,
including compliance with securities laws; ¢ the risk that our business could be adversely impacted if there are deficiencies in
our disclosure controls and procedures or internal control over financial reporting; © risks associated with our substantial current
indebtedness and indebtedness we may incur in the future; © risks associated with derivatives or hedging activity; ¢ risks
associated with representations and warranties made by us in connection with sales of our properties may subject us to liability
that could result in losses and could harm our operating results and, therefore, distributions we make to our stockholders; * loss
of key personnel of our Sponsor, our Adviser and our property manager; ¢ the risk that we may not replicate the historical results
achieved by other entities managed or sponsored by affiliates of our Adviser, members of our Adviser’ s management team or
by our Sponsor or its affiliates; * risks associated with our Adviser’ s ability to terminate the Advisory Agreement (as defined
below); « our ability to change our major policies, operations and targeted investments without stockholder consent; ¢ the
substantial fees and expenses we pay to our Adviser and its affiliates; ¢ risks associated with any potential internalization of our
management functions; ¢ conflicts of interest and competing demands for time faced by our Adviser, our Sponsor and their
officers and employees; * the risk that we may compete with other entities affiliated with our Sponsor or property manager for
properties and residents; ¢ failure to maintain our status as a REIT; ¢ failure of our OP eperating-partnership-to be taxable as a
partnership for U. S. federal income tax purposes, possibly causing us to fail to qualify for or to maintain REIT status; *
compliance with REIT requirements, which may limit our ability to hedge our liabilities effectively and cause us to forgo
otherwise attractive opportunities, liquidate certain of our investments or incur tax liabilities; * risks associated with our
ownership of interests in TRSs; ¢ the recognition of taxable gains from the sale of properties as a result of the inability to
complete certain like- kind exchanges in accordance with Section 1031 of the Code ; « the risk that the IRS may consider certain
sales of properties to be prohibited transactions, resulting in a 100 % penalty tax on any taxable gain; ¢ the risk that we may be
subject to other tax liabilities that may reduce our cash flows and distributions on our shares; ¢ the ineligibility of dividends
payable by REITs for the reduced tax rates available for some dividends; © risks associated with the stock ownership restrictions
of the Code for REITs and the stock ownership limit imposed by our charter; * the ability of our board of directors to revoke our
REIT qualification without stockholder approval; * recent and potential legislative or regulatory tax changes or other actions
affecting REITs; « foreign investors may be subject to U. S. federal income tax or withholding tax ena-distributions received from
us or on proceeds and the disposition of our current common stock;  risks associated with the market for our common stock and
the general volatility of the capital and credit markets; ¢ failure to generate sufficient cash flows to service our outstanding
indebtedness or pay distributions at expected levels; © risks associated with limitations of liability for and our indemnification of
our directors and officers; ¢ the risk that legal proceedings we become involved in from time to time could adversely affect our
business; and e the risk that acts of violence could decrease the value of our assets and have an adverse effect on our business
and results of operations. Risks Related to Our Business and Industry Unfavorable market and economic conditions in the
United States and globally and in the specific markets or submarkets where our properties are located could adversely affect
occupancy levels, rental rates, rent collections, operating expenses and the overall market value of our assets, and impair our
ability to sell, recapitalize or refinance our assets. Unfavorable market conditions in the areas in which we operate and
unfavorable economic conditions in the United States and globally may significantly affect our occupancy levels, our rental
rates, rent collections, operating expenses, the market value of our properties and our ability to strategically acquire, dispose,
recapitalize or refinance our multifamily properties on economically favorable terms or at all. Our ability to lease our properties
at favorable rates is adversely affected by increases in supply of multifamily communities in our markets and is dependent upon
overall economic conditions, which are adversely affected by, among other things, inflation, interest rates, a recession, personal



debt levels, a downturn in the housing market, stock market volatility and uncertainty about the future. Some of our major
expenses, including debt service and real estate taxes, generally do not decline when related rents decline. We expect that any
declines in our occupancy levels, rental revenues and / or the values of our multifamily properties would cause us to have less
cash available to pay our indebtedness, fund necessary capital expenditures and to make distributions to our stockholders, which
could negatively affect our financial condition and the market value of our assets. Factors that may affect our occupancy levels,
our revenues, our NOI and / or the value of our properties include the following, among others: « downturns in global, national,
regional and local economic conditions; ¢ declines in the financial condition of our residents, which may make it more difficult
for us to collect rents from these residents; ¢ the inability or unwillingness of our residents to pay rent increases; ¢ a decline in
household formation; * a decline in employment or lack of employment growth; ¢ an oversupply of, or a reduced demand for,
apartment homes; * changes in market rental rates in our core markets; * our ability to renew leases or re- lease space on
favorable terms; * the timing and costs associated with property improvements, repairs and renovations, including supply chain
issues, inflation and labor shortages; ¢ declines in mortgage interest rates, making home and condominium ownership more
affordable; ¢ changes in home loan lending practices, including the easing of credit underwriting standards, increasing the
availability of home loans and thereby reducing demand for apartment homes; * government or builder incentives which enable
first- time homebuyers to put little or no money down, making alternative housing options more attractive; ¢ rent control or rent
stabilization laws, or other laws regulating housing, that could prevent us from raising rents to offset increases in operating
costs; and ¢ economic conditions that could cause an increase in our operating expenses, such as increases in property taxes
(particularly as a result of increased local, state and national government budget deficits and debt and potentially reduced federal
aid to state and local governments), utilities, insurance, compensation of on- site associates and routine maintenance.
Macroeconomic trends including inflation, high interest rates or recession may adversely affect our financial condition and
results of operations. Macroeconomic trends, including increases in or high inflation and high interest rates, may adversely
impact our business, financial condition and results of operations. Inflation could have an adverse impact on general and
administrative expenses, as these costs could increase at a rate higher than our rental revenue, interest income or other revenue.
Inflationary pressures have increased our direct and indirect operating and investment costs. Inflationary pressures have also
increased or may have the effect of increasing our costs related to property management, third- party contractors and vendors,
insurance, transportation and taxes, and our residents may also be adversely impacted by higher cost of living expenses,
including food energy and transportatron which may 1ncrease our rate of resident defaults and harm our operating results.

in or hlgh 1nterest rates on any of our debt is not ehmrnated through 1nterest rate swaps and interest rate protection agreements
that we may utilize for hedging purposes, seeh-increases in prevailing interest rates will result in higher debt service costs
which will adversely affect our cash flows. We cannot assure you that our access to capital and other sources of funding will not
become constrained, which could adversely affect the availability and terms of future borrowings, renewals or refinancings.
Such future constraints could increase our borrowing costs, which would make it more difficult or expensive to obtain additional
financing or refinance existing obligations and commitments, which could slow or deter future growth. In addition, these-actions
by the Federal Reserve, as well as efforts by other central banks globally to combat inflation and restore price stability and other
global events, may raise the prospect or severity of a recession. The war in Ukraine and the Israel- Hamas war adds, and other
international tensions or escalations of conflict may add, instability to the uncertainty driving socioeconomic forces, which may
continue to have an impact on global trade and result in inflation or economic instability. Present conditions and the state of the
U. S and global economies make it difficult to predict whether and / or when and to what extent a recession will occur in the
near future. Should a recession occur it could negatively impact the value of commercial and residential real estate and the value
of our investments, potentially materially. While the Company has taken steps to prepare for a potential downturn in the
economy, should a recession occur there can be no guaranty that the Company’ s efforts will prevent any negative impacts to
the value of the Company’ s investments. We are subject to risks inherent in ownership of real estate. Real estate cash flows and
values are affected by a number of factors, including competition from other available properties and the ability to provide
adequate property maintenance and insurance and to control operating costs. Real estate cash flows and values are also affected
by such factors as government regulations (including zoning, usage and tax laws) limitations on rent and rent increases, interest
rate levels, the availability of financing, property tax rates, utility expenses, potential liability under environmental and other
laws and changes in environmental and other laws. Real estate investments are relatively illiquid and may limit our flexibility.
Equity real estate investments are relatively illiquid, which tends to limit our ability to react promptly to changes in economic or
other market conditions. Our ability to dispose of assets in the future will depend on prevailing economic and market conditions.
Our inability to sell our properties on favorable terms or at all could have a material adverse effect on our sources of working
capital and our ability to satisfy our debt obligations. In addition, real estate can at times be difficult to sell quickly at prices we
find acceptable. These potential difficulties in selling real estate in our markets may limit our ability to change or reduce the
number of multifamily properties in our pertfette-Portfolio promptly in response to changes in economic or other conditions.
Our multifamily properties are concentrated in certain geographic markets, which makes us more susceptible to adverse
developments in those markets. Our most significant geographic investment concentrations are primarily in the Southeastern
and Southwestern United States. We are, therefore, subject to increased exposure from economic and other competitive factors
specific to markets within these geographic areas , including supply and demand for apartments in these areas, local real
estate conditions, increases in real estate and other taxes, rent control or rent stabilization laws and other regulatory
conditions . To the extent general economic conditions , job growth or unemployment worsen in one or more of these
markets, or if any of these areas experience a natural disaster, the value of our pertfetie-Portfolio and our market rental rates



could be adversely affected. As a result, our results of operations, cash flow, cash available for distribution, including cash
available to pay distributions to our stockholders, and our ability to satisfy our debt obligations could be materially adversely
affected. Failure to succeed in new markets may have adverse consequences on our performance. We may make acquisitions
outside of our existing market areas if appropriate opportunities arise. Our historical experience in our existing markets does not
ensure that we will be able to operate successfully in new markets, should we choose to enter them. We may be exposed to a
variety of risks if we choose to enter new markets, including an inability to accurately evaluate local market conditions, to
identify appropriate acquisition opportunities, to hire and retain key personnel and a lack of familiarity with local governmental
and permitting procedures. In addition, we may abandon opportunities to enter new markets that we have begun to explore for
any reason and may, as a result, fail to recover expenses already incurred. Our strategy for acquiring value- enhancement
multifamily properties involves greater risks than more conservative investment strategies. Our primary strategy is a value- add
strategy. Therefore, for a majority of our pertfelie-Pertfolio , we intend to execute a “ value- enhancement ” strategy whereby
we will acquire under- managed assets in high- demand neighborhoods, invest additional capital, and reposition the properties to
increase both average rental rates and resale value. Our strategy for acquiring value- enhancement multifamily properties
involves greater risks than more conservative investment strategies. The risks related to these value- enhancement investments
include risks related to delays in the repositioning or improvement process, higher than expected capital improvement costs, the
additional capital needed to execute our value- add program, including possible borrowings or raising additional equity
necessary to fund such costs, and ultimately that the repositioning process may not result in the higher rents and occupancy rates
anticipated. In addition, our value- enhancement properties may not produce revenue while undergoing capital improvements.
Furthermore, we may also be unable to complete the improvements of these properties and may be forced to hold or sell these
properties at a loss. For these and other reasons, we cannot assure you that we will realize growth in the value of our value-
enhancement multifamily properties, and as a result, our ability to make distributions to our stockholders could be adversely
affected. Potential reforms or changes to Freddie Mac and-Fannie-Mae-could adversely affect our business. As of December 31,
2623-2024 , we had approximately $ 1. 4-5 billion and-$3HH9—-5-miltten-of outstanding consolidated indebtedness under our
Freddie Mac and-FannteMae-mortgage loans yrespeetively-. We rely on national and regional institutions, including Freddie
Mac and-Fannte-Mae-, to provide financing for our acquisitions and permanent financing on properties we may develop in the
future. Currently, there is uncertainty regarding the fatares— future of Freddie Mac and-Fannte-Mae-. Should Freddie Mac and
Fannte-Mae-have their-its mandates— mandate changed or reduced, be disbanded or reorganized by the government, privatized
or otherwise discontinue providing liquidity to our sector, it could significantly reduce our access to debt capital and / or
increase borrowing costs and could significantly reduce our sales of assets and / or the values realized upon sale. Competition
could limit our ability to acquire attractive investment opportunities, which could adversely affect our profitability and impede
our growth. We compete with numerous real estate companies and other owners of real estate in seeking multifamily properties
for acquisition and pursuing buyers for dispositions. We expect that other real estate investors, including insurance companies,
private equity funds, sovereign wealth funds, pension funds, other REITs and other well- capitalized investors, will compete
with us to acquire existing properties and to develop new properties, and many of these investors will have greater sources of
capital to acquire properties. This competition could increase prices for properties of the type we would likely pursue and
adversely affect our profitability and impede our growth . Similarly, some of our competitors may have loan covenants or
fund requirements that encourage decisions on occupancy targets or rental rates that vary from decisions based on
market conditions, which could require us to react in ways that may affect our strategy or negatively affect our
performance . Competition and any increased affordability of residential homes could limit our ability to lease our apartments
or increase or maintain rents. Our multifamily properties compete with other housing alternatives to attract residents, including
other rental apartments, condominiums and single- family homes that are available for rent, as well as new and existing
condominiums and single- family homes for sale. All of our multifamily properties are located in developed areas that include
other multifamily properties and / or condominiums. The number of competitive multifamily properties and / or condominiums
in a particular area, and any increased affordability of owner occupied single and multifamily homes caused by declining
housing prices, low mortgage interest rates and government programs to promote home ownership, could have a material
adverse effect on our ability to lease our apartments and the rents we are able to obtain. In addition, single- family homes and
other residential properties provide housing alternatives to residents and potential residents of our multifamily properties. A
decrease in residential mortgage rates may result in potential renters purchasing residences rather than leasing them, and as a
result, cause a decline in occupancy rates. A decrease in residential mortgage interest rates and government- sponsored programs
to promote home ownership may encourage potential renters to purchase residences rather than lease them, thereby causing a
decline in the occupancy rates of our properties. We depend on our residents for substantially all of our revenues. Poor resident
selection and defaults and nonrenewals by our residents may adversely affect our reputation, financial performance and ability
to make distributions. We depend on rental income from residents for substantially all of our revenues. As a result, our success
depends in large part upon our ability to attract and retain qualified residents for our properties. Our reputation, financial
performance and ability to make distributions to our shareholders would be adversely affected if a significant number of our
residents fail to meet their lease obligations or fail to renew their leases. For example, residents may default on rent payments,
make unreasonable and repeated demands for service or improvements, make unsupported or unjustified complaints to
regulatory or political authorities, use our properties for illegal purposes, damage or make unauthorized structural changes to our
properties that are not covered by security deposits, refuse to leave the property upon termination of the lease, engage in
domestic violence or similar disturbances, disturb nearby residents with noise, trash, odors or eyesores, fail to comply with HOA
regulations, sublet to less desirable individuals in violation of our lease or permit unauthorized persons to live with them.
Damage to our properties may delay re- leasing after eviction, necessitate expensive repairs or impair the rental income or value
of the property resulting in a lower than expected rate of return. Increases in unemployment levels and other adverse changes in



the economic conditions in our markets could result in substantial resident defaults. In the event of a resident default or
bankruptcy, we may experience delays in enforcing our rights as landlord at that property and will incur costs in protecting our
investment and re- leasing the property. In addition, we rely on information supplied by prospective residents in making resident
selections, which may in some cases be false. We may fail to consummate future property acquisitions, and we may not be able
to find suitable alternative investment opportunities. When acquiring properties in the future, we may be subject to various
closing conditions, and there can be no assurance that we can satisfy these conditions or that the acquisitions will close. If we
fail to consummate future acquisitions, there can be no assurance that we will be able to find suitable alternative investment
opportunities. Acquisitions may not yield anticipated results, which could negatively affect our financial condition and results of
operations. We intend to actively acquire multifamily properties for rental operations as market conditions, including access to
the debt and equity markets, dictate. We may also acquire multifamily properties that are unoccupied or in the early stages of
lease- up. We may be unable to lease- up these multifamily properties on schedule, resulting in decreases in expected rental
revenues and / or lower yields as the result of lower occupancy and rental rates as well as higher than expected concessions. We
may underestimate the costs necessary to bring an acquired property up to standards established for its intended market position
or to complete a development project. We may be unable to integrate the existing operations of newly acquired multifamily
properties and over time such communities may not perform as well as existing communities or as we initially anticipated in
terms of occupancy and / or rental rates. Additionally, we expect that other major real estate investors with significant capital
will compete with us for attractive investment opportunities or may also develop properties in markets where we focus our
development efforts. This competition may increase acquisition costs for multifamily properties. We may not be in a position or
have the opportunity in the future to make suitable property acquisitions on favorable terms. We are subject to certain risks
associated with selling apartment communities, which could limit our operational and financial flexibility. We periodically
dispose of apartment communities that no longer meet our strategic objectives, but adverse market conditions may make it
difficult to sell apartment communities like the ones we own. We cannot predict whether we will be able to sell any property for
the price or on the terms we set, or whether any price or other terms offered by a prospective purchaser would be acceptable to
us. We also cannot predict the length of time needed to find a willing purchaser and to close the sale of a property. Furthermore,
we may be required to expend funds to correct defects or to make improvements before a property can be sold. These conditions
may limit our ability to dispose of properties and to change our pertfelie-Portfolio promptly in order to meet our strategic
objectives, which may in turn have a material adverse effect on our financial condition and the market value of our assets. We
are also subject to the following risks in connection with sales of our apartment communities: ¢ a significant portion of the
proceeds from our overall property sales may be held by intermediaries in order for some sales to qualify as amra tax deferred
exchange under Section 1031 of the Code (“ 1031 Exchanges ) so that any related capital gain can be deferred for U. S. federal
income tax purposes. As a result, we may not have immediate access to all of the cash proceeds generated from our property
sales; and * U. S. federal income tax laws limit our ability to profit on the sale of communities that we have owned for less than
two years, and this limitation may prevent us from selling communities when market conditions are favorable. We may be
subject to contingent or unknown liabilities related to properties or businesses that we have acquired or may acquire for which
we may have limited or no recourse against the sellers. The properties or businesses that we have acquired or may acquire, may
be subject to unknown or contingent liabilities for which we have limited or no recourse against the sellers. Unknown liabilities
might include liabilities for, among other things, cleanup or remediation of undisclosed environmental conditions, liabilities
under the Employee Retirement Income Security Act of 1974, as amended (“ ERISA ”), claims of residents, vendors or other
persons dealing with the entities prior to the acquisition of such property, tax liabilities, and accrued but unpaid liabilities
whether incurred in the ordinary course of business or otherwise. Because many liabilities, including tax liabilities, may not be
identified within the applicable contractual indemnification period, we may have no recourse against any of the owners from
whom we acquire such properties for these liabilities. The existence of such liabilities could significantly and adversely affect
the value of the property subject to such liability. As a result, if a liability were asserted against us based on ownership of any of
such properties, then we might have to pay substantial sums to settle it, which could adversely affect our cash flows. We are
subject to losses that are either uninsurable, not economically insurable or that are in excess of our insurance coverage. There are
certain types of losses (including, but not limited to, losses arising from environmental conditions, earthquakes, tornados and
hurricanes, acts of war or certain kinds of terrorist attacks) that are not insured, in full or in part, because they are either
uninsurable or the cost of insurance makes it, in our belief, economically impractical to maintain such coverage. We carry
commercial general liability insurance, property insurance and terrorism insurance with respect to our communities with limits
and on terms we consider commercially reasonable. If an uninsured loss or liability were to occur, whether because of a lack of
insurance coverage or a loss in excess of insured limits, we could lose our capital invested in a community, as well as the
anticipated future revenues from such community. We would also continue to be obligated to repay any mortgage indebtedness
or other obligations related to the community. If an uninsured liability to a third party were to occur, we would incur the cost of
defense and settlement with, or court ordered damages to, that third party. A significant uninsured property or liability loss could
materially and adversely affect our business and our financial condition and results of operations. Compliance with various laws
and regulations, including accessibility, building and health and safety laws and regulations, may be costly, may adversely affect
our operations or expose us to liability. In addition to compliance with environmental regulations, we must comply with various
laws and regulations such as accessibility, building, zoning, landlord / tenant and health and safety laws and regulations,
including, but not limited to, the ADA and the FHA. Some of those laws and regulations may conflict with one another or be
subject to limited judicial or regulatory interpretations. Under those laws and regulations, we may be liable for, among other
things, the costs of bringing our properties into compliance with the statutory and regulatory requirements. Noncompliance with
certain of these laws and regulations may result in liability without regard to fault and the imposition of fines and could give rise
to actions brought against us by governmental entities and / or third parties who claim to be or have been damaged as a



consequence of an apartment not being in compliance with the subject laws and regulations. As part of our due diligence
procedures in connection with the acquisition of a property, we typically conduct an investigation of the property’ s compliance
with known laws and regulatory requirements with which we must comply once we acquire a property, including a review of
compliance with the ADA and local zoning regulations. Our investigations and these assessments may not have revealed, and
may not with respect to future acquisitions reveal, all potential noncompliance issues or related liabilities and we can provide no
assurance that our properties have been, or that our future projects will be, designed and built in accordance with all applicable
legal requirements. The development, construction and operation of our communities are subject to regulations and permitting
under various federal, state and local laws, regulations and ordinances, which regulate matters including wetlands protection,
storm water runoff and wastewater discharge. Noncompliance with such laws and regulations may subject us to fines and
penalties. We can provide no assurance that we will not incur any material liabilities as a result of noncompliance with these
laws. We may obtain only limited warranties when we acquire a property and may only have limited recourse if our due
diligence did not identify any issues that may subject us to unknown liabilities or lower the value of our property, which could
adversely affect our financial condition and ability to make distributions to you. The seller of a property often sells the property
inits ““ as is ”” condition on a *“ where is ” basis and *“ with all faults, ”” without any warranties of merchantability or fitness for a
particular use or purpose. In addition, purchase agreements may contain only limited warranties, representations and
indemnifications that will survive for only a limited period after the closing. The acquisition of, or purchase of, properties with
limited warranties increases the risk that we may lose some or all of our invested capital in the property, lose rental income from
that property or may be subject to unknown liabilities with respect to such properties. Representations and warranties made by
us in connection with sales of our properties may subject us to liability that could result in losses and could harm our operating
results and, therefore, distributions we make to our stockholders. When we sell a property, we may be required to make
representations and warranties regarding the property and other customary items. In the event of a breach of such
representations or warranties, the purchaser of the property may have claims for damages against us, rights to indemnification
from us or otherwise have remedies against us. In any such case, we may incur liabilities that could result in losses and could
harm our operating results and, therefore distributions we make to our stockholders. Short- term apartment leases expose us to
the effects of declining market rent, which could adversely affect our ability to make cash distributions to our stockholders.
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 may be impacted by declines in market rents more quickly
than if our leases were for longer terms. We may be subject to risks involved in real estate activity through joint ventures. We
may acquire properties through joint ventures when we believe circumstances warrant the use of such structures. Joint venture
investments involve risks, including: the possibility that joint venture partners might refuse to make capital contributions when
due; that we may be responsible to joint venture partners for indemnifiable losses; that joint venture partners might at any time
have business or economic goals which are inconsistent with ours; and that joint venture partners may be in a position to take
action or withhold consent contrary to our recommendations, instructions or requests. In some instances, joint venture partners
may have competing interests in our markets that could create conflicts of interest. Further, joint venture partners may fail to
meet their obligations to the joint venture as a result of financial distress or otherwise, and we would be forced to make
contributions to maintain the value of the property. To the extent joint venture partners do not meet their obligations to the joint
venture or they take action inconsistent with the interests of the joint venture, we could be adversely affected. If we acquire
properties through joint ventures, we may be required to make decisions jointly with the other investors who have interests in
the respective joint ventures. We might not have the same interests as the other investors in relation to these decisions or
transactions. Accordingly, we might not be able to favorably resolve any of these issues, or we might have to provide financial
or other inducements to the other investors to obtain a favorable resolution. In addition, various restrictive provisions and third-
party rights, including consent rights to certain transactions, may apply to sales or transfers of interests in joint ventures.
Consequently, decisions to buy or sell interests in a property or properties relating to joint ventures may be subject to the prior
consent of other investors. These restrictive provisions and third- party rights would potentially preclude us from achieving full
value of the properties because of our inability to obtain the necessary consents to sell or transfer the interests. The Company’ s
real estate assets may be subject to impairment charges. A decline in the fair value of our assets may require us to recognize an
impairment against our assets under accounting principles generally accepted in the United States (“ GAAP ”) if we were to
determine that, with respect to any assets in unrealized loss positions, we do not have the ability and intent to hold such assets
for a period of time sufficient to allow for recovery of the depreciated cost of such assets. If such a determination were to be
made, we would recognize unrealized losses through earnings and write- down the depreciated cost of such assets to a new cost
basis, based on the fair value of such assets on the date they are considered to be impaired. Such impairment charges reflect
non- cash losses at the time of recognition; subsequent disposition or sale of such assets could further affect our future losses or
gains, as they are based on the difference between the sale price received and adjusted amortized cost of such assets at the time
of sale. If we are required to recognize material asset impairment charges, these charges could adversely affect our financial
condition and results of operations. Our business and reputation depend on our ability to continue providing high quality housing
and consistent operation of our communities, the failure of which could adversely affect our business, financial condition and
results of operations. We provide residents with reliable services, including water and electric power, along with the consistent
operation of our communities, including a wide variety of amenities. Public utilities, especially those that provide water and
electric power, are fundamental for the consistent operation of our communities. The delayed delivery or any 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 as a result of
other factors, including government mandated closures, mechanical failure, power outage, human error, vandalism, physical or
electronic security breaches, war, terrorism or similar events. Such events may also expose us to additional liability claims and



damage our reputation and brand and could cause residents to terminate or not renew their leases, or 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 financial condition and results of operations. We are dependent
on a concentration of our investments in a single asset class, making our results of operations more vulnerable to a downturn in
the sector. As of December 31, 2623-2024 , substantially all of our investments are concentrated in the multifamily apartment
sector. As a result, 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 if we had diversified our investments into more than one asset class. Risks Related to Health and the Environment Our
environmental assessments may not identify all potential environmental liabilities and our remediation actions may be
insufficient. Properties being considered for potential acquisition by us are subjected to at least a Phase I or similar
environmental assessment prior to closing, which generally does not involve invasive techniques such as soil or ground water
sampling. A Phase II assessment is conducted if recommended in the Phase I report. These assessments, together with
subsurface assessments conducted on some properties, have not revealed, and we are not otherwise aware of, any environmental
conditions that we believe would have a material adverse effect on our business, assets, financial condition or results of
operations. However, such environmental assessments may not identify all potential environmental liabilities. Moreover, we
may in the future discover adverse environmental conditions at our communities, including at communities we acquire in the
future, which may have a material adverse effect on our business, assets, financial condition or results of operations. In
connection with our ownership, operation and selective development of communities, from time to time we undertake
substantial remedial action in response to the presence of subsurface or other contaminants, including contaminants in soil,
groundwater and soil vapor beneath or affecting our buildings. In some cases, an indemnity exists upon which we may be able
to rely if environmental liability arises from the contamination, or if remediation costs exceed estimates. We can provide no
assurance, however, that all necessary remediation actions have been or will be undertaken at our communities or that we will be
indemnified, in full or at all, in the event that environmental liability arises. We may face high costs associated with the
investigation or remediation of environmental contamination, including asbestos, lead- based paint, chemical vapor, subsurface
contamination and mold growth. We are subject to various federal, state and local environmental and public health laws,
regulations and ordinances. Under various federal, state and local environmental and public health laws, regulations and
ordinances, we may be required, regardless of knowledge or responsibility, to investigate and remediate the effects of hazardous
or toxic substances or petroleum product releases at our properties (including in some cases natural substances such as methane
and radon gas) and may be held liable under these laws or common law to a governmental entity or to third parties for property,
personal injury or natural resources damages and for investigation and remediation costs incurred as a result of the
contamination. These damages and costs may be substantial and may exceed any insurance coverage we have for such events.
The presence of such substances, or the failure to properly remediate the contamination, may adversely affect our ability to
borrow against, sell or rent the affected property. In addition, some environmental laws create or allow a government agency to
impose a lien on the contaminated site in favor of the government for damages and costs it incurs as a result of the
contamination —We-faee-risksrelating-to-asbestos-. Certain federal, state and local laws, regulations and ordinances govern the
removal, encapsulation or disturbance of asbestos containing materials (“ ACMs ) when such materials are in poor condition or
in the event of renovation or demolition of a building. These laws and the common law may impose liability for release of
ACMs into the environment and may allow third parties to seek recovery from owners or operators of real properties for
personal injury associated with exposure to ACMs. ACMs may have been used in the construction of a number of the
communities that we acquired and may have been used in the construction of communities we acquire in the future. We will
implement an operations and maintenance program at each of the communities at which we discover ACMs. We can provide no
assurance that we will not incur any material liabilities as a result of the presence of ACMs at our communities. We-faeerisks
relatingtotead—basedpaint—Some of our communities may have lead- based paint and we may have to implement an operations
and maintenance program at some of our communities. Communities that we acquire in the future may also have lead- based
paint. We can provide no assurance that we W111 not incur any materlal hablhtles asa result of the presence of lead- based paint
at our communities. We fa We-are also aware that
environmental agencies and third partles have in the case of certaln communities w1th on- s1te or nearby contamination, asserted
claims for remediation, property damage or personal injury based on the alleged actual or potential intrusion into buildings of
chemical vapors (e. g., radon) or volatile organic compounds from soils or groundwater underlying or in the vicinity of those
buildings or on nearby properties. We can provide no assurance that we will not incur any material liabilities as a result of vapor
intrusion at our communities —We-faee-risks-relating-to-meld-growth- Mold growth may occur when excessive moisture
accumulates in buildings or on building materials, particularly if the moisture problem remains undiscovered or is not addressed
over a period of time. Although the occurrence of mold at multifamily and other structures, and the need to remediate such mold,
is not a new phenomenon, there has been increased awareness in recent years that certain molds may in some instances lead to
adverse health effects, including allergic or other reactions. To help limit mold growth, we educate residents about the
importance of adequate ventilation and include a lease requirement that they notify us when they see mold or excessive
moisture. We have established procedures for promptly addressing and remediating mold or excessive moisture when we
become aware of its presence regardless of whether the resident believes or we believe a health risk is present. However, we can
provide no assurance that mold or excessive moisture will be detected and remediated in a timely manner. If a significant mold
problem arises at one of our communities, we could be required to undertake a costly remediation program to contain or remove
the mold from the affected community and could be exposed to other liabilities that may exceed any applicable insurance
coverage. Risk of Pandemics or Other Health Crises. Pandemics, epidemics or other health crises rineludingthe-nevel
eoronavirus{-COVD-—19-;-have and could in the future disrupt our business. Both global and locally targeted health events




could materially affect areas where our properties, corporate offices or major service providers are located. These events have
and could in the future have an adverse effect on our business, results of operations, financial condition and liquidity in a
number of ways, including, but not limited to: * The deterioration of global economic conditions as a result of such a crisis could
ultimately decrease occupancy levels and pricing across our pertfelie-Portfolio and / or increase concessions, reduce or defer our
residents’ spending, result in changes in resident preferences (including changes resulting from increased employer flexibility to
work from home) or negatively impact our residents’ ability to pay their rent on time or at all; * Local and national authorities
expanding or extending certain measures that impose restrictions on our ability to enforce residents’ contractual rental
obligations (such as eviction moratoriums or rental forgiveness) and limit our ability to raise rents or charge certain fees; * The
risk of a prolonged outbreak and / or multiple waves of an outbreak could cause long- term damage to economic conditions,
which in turn could diminish our access to capital at attractive terms and / or cause material declines in the fair value of our
assets, leading to asset impairment charges; and * The potential inability to maintain adequate staffing at our properties and
corporate offices due to an outbreak and / or changes in employee preferences causing them to leave their jobs. To the extent a
pandemic, epidemic or other health crisis adversely affects our business, results of operations, cash flows and financial
condition, it may also continue to heighten many of the other risks described elsewhere in this Item 1A, Risk Factors. Risks
Related to Indebtedness Variable rate debt is subject to interest rate risk, which could increase our interest expense, increase the
cost to refinance and increase the cost of issuing new debt. As of December 31, 2823-2024 , approximately $ 1. 5 billion of our
total debt outstanding bears interest at variable rates, and we may also borrow additional money at variable interest rates in the
future. As of December 31, 2023-2024 , +6-8 interest rate swap agreements, with a combined notional amount of $ 1. 2-1 billion
and terms expiring in 202452025 and 2026, effectively fix the interest rate on $ 1. 2-1 billion, or #6-73 %, of our $ 1. 5 billion of
floating rate debt outstanding. As of December 31, 2023-2024 , the interest rate cap agreements we have entered into effectively
cap the applicable reference rate on $ +2 . 3-5 billion of our floating rate mortgage debt outstanding at a weighted average rate
of 5-6 . 96-31 % for the term of the agreements, which is generally 2- 3 —4-years. Except to the extent we have arrangements in
place that hedge against the risk of rising interest rates, increases in interest rates would increase our interest expense under these
instruments and would increase the cost of refinancing these instruments and issuing new debt. As a result, our cash flow and
our ability to service our indebtedness and to make distributions to our stockholders would be adversely affected, which could
adversely affect the market price of our common stock. We may incur mortgage indebtedness and other borrowings, which we
have broad authority to incur, that may increase our business risks and decrease the value of your investment. We expect that in
most instances, we will acquire real properties by using either existing financing or borrowing new funds. In addition, we may
incur additional mortgage and other secured debt and pledge all or some of our unpledged real properties as security for that
debt to obtain funds to acquire additional real properties. We may borrow if we need funds to satisfy the REIT tax qualification
requirement that we generally distribute annually to our stockholders at least 90 % of our REIT taxable income (which does not
equal net income as calculated in accordance with GAAP), determined without regard to the deduction for dividends paid and
excluding net capital gain. We also may borrow if we otherwise deem it necessary or advisable to assure that we maintain our
qualification as a REIT. If there is a shortfall between the cash flow from a property and the cash flow needed to service the
related debt, then the amount available for distributions to stockholders may be reduced. In addition, incurring secured debt
increases the risk of loss since defaults on indebtedness secured by a property may result in lenders initiating foreclosure
actions. In that case, we could lose the property securing the loan that is in default, thus reducing the value of your investment.
For U. S. federal income tax purposes, a foreclosure of any of our properties subject to a nonrecourse mortgage loan would be
treated as a sale of the property for a purchase price equal to the outstanding balance of the debt secured by the mortgage. If the
outstanding balance of the debt secured by the mortgage exceeds our tax basis in the property, we would recognize taxable
income on foreclosure, but would not receive any cash proceeds. In such event, we may be unable to pay the amount of
distributions required in order to maintain our REIT status. Foreclosure could also trigger tax indemnification obligations under
the terms of any tax protection agreements with respect to the sales of properties subject to any such agreements. We may give
full or partial guarantees to lenders of mortgage and other secured debt to the entities that own our properties. When we provide
a guaranty on behalf of an entity that owns one of our properties, we will be responsible to the lender for satisfaction of the debt
if it is not paid by such entity. If any mortgages or other secured debt contain cross- collateralization or cross- default
provisions, a default on a single property could affect multiple properties. If any of our properties are foreclosed upon due to a
default, our ability to pay cash distributions to our stockholders will be adversely affected, which could result in losing our REIT
status and would result in a decrease in the value of your investment. We have a substantial amount of indebtedness, which may
limit our financial and operating activities and may adversely affect our ability to incur additional debt to fund future needs. As
of December 31, 2623-2024 , there was $ 1. 6-5 billion of mortgage debt outstanding related to our pertfelie-Portfolio .
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 development activities, or pay the dividends necessary to maintain our REIT
qualification. Our level of debt and the limitations imposed on us by our debt agreements could have significant adverse
consequences, including the following: « require us to dedicate a substantial portion of cash flow from operations to the payment
of principal, and interest on, indebtedness, thereby reducing the funds available for other purposes; * make it more difficult for
us to borrow additional funds as needed or on favorable terms, which could, among other things, adversely affect our ability to
meet operational needs; ¢ force us to dispose of one or more of our properties, possibly on unfavorable terms (including the
possible application of the 100 % tax on income from prohibited transactions, discussed below in “ — Risks Related to Our
Structure ) or in violation of certain covenants to which we may be subject; * subject us to increased sensitivity to an increase in
or high interest rate; * make us more vulnerable to economic downturns, adverse industry conditions or catastrophic external
events;  limit our ability to withstand competitive pressures; ¢ limit our ability to refinance our indebtedness at maturity or the
refinancing terms may be less favorable than the terms of our original indebtedness; * reduce our flexibility in planning for or



responding to changing business, industry and economic conditions; and / or * place us at a competitive disadvantage to
competitors that have relatively less debt than we have. If any one of these consequences were to materialize, our financial
condition, results of operations, cash flow and trading price of our common stock could be adversely affected. Furthermore,
foreclosures could create taxable income without accompanying cash proceeds, which could hinder our ability to meet the REIT
distribution requirements imposed by the Code. We may be unable to refinance current or future indebtedness on favorable
terms, if at all. We may not be able to refinance existing debt on terms as favorable as the terms of existing indebtedness, or at
all, including as a result of increases in interest rates or a decline in the value of our pertfetie-Portfolio or portions thereof. If
principal payments due at maturity cannot be refinanced, extended or paid with proceeds of other capital transactions, such as
new equity capital, our operating cash flow will not be sufficient in all years to repay all maturing debt. As a result, certain of
our other debt may default, we may be forced to postpone capital expenditures necessary for the maintenance of our properties,
we may have to dispose of one or more properties on terms that would otherwise be unacceptable to us or we may be forced to
allow the mortgage holder to foreclose on a property. Foreclosure on mortgaged properties or an inability to refinance existing
indebtedness would likely have a negative impact on our financial condition and results of operations and could adversely affect
our ability to make distributions to our stockholders. Our debt agreements include restrictive covenants, which could limit our
flexibility and our ability to make distributions. Our debt agreements, including our lines of credit, contain customary negative
covenants that, among other things, limit our ability, without the prior consent of the lender, to further mortgage the property, to
reduce or change insurance coverage or to engage in material asset sales, mergers, consolidations and acquisitions. Our debt
agreements require certain mandatory prepayments upon disposition of underlying collateral. Early repayments of certain debt
are subject to prepayment penalties. Failure to comply with these covenants could cause a default under the agreements and
result in a requirement to repay the indebtedness prior to its maturity, which could have an adverse effect on our cash flow and
ability to make distributions to our stockholders. In addition, loan documents may limit our ability to replace a property’ s
property manager or terminate certain operating or lease agreements related to a property. These or other limitations would
decrease our operating flexibility and our ability to achieve our operating objectives. If we are required to make payments under
any ““ bad boy ” carve out guarantees that we have provided in connection with certain mortgages and related loans, our business
and financial results could be materially adversely affected. In obtaining certain non- recourse loans, we have provided our
lenders with standard carve out guarantees. These guarantees are only applicable if and when the borrower directly, or indirectly
through an agreement with an affiliate, joint venture partner or other third party, voluntarily files a bankruptcy or similar
liquidation or reorganization action or takes other actions that are fraudulent or improper (commonly referred to as ““ bad boy
guarantees). Although we believe that “ bad boy ” carve out guarantees are not guarantees of payment in the event of foreclosure
or other actions of the foreclosing lender that are beyond the borrower’ s control, some lenders in the real estate industry have
recently sought to make claims for payment under such guarantees. In the event such a claim were made against us under a *“ bad
boy ” carve out guarantee, following foreclosure on mortgages or related loans, and such claim were successful, our business
and financial results could be materially adversely affected. Derivatives and hedging activity could adversely affect cash flow.
In the normal course of business, we use derivatives to manage our exposure to interest rate volatility on debt instruments,
including hedging for future debt issuances. At other times, we may utilize derivatives to increase our exposure to floating
interest rates. However, these hedging arrangements may not have the desired beneficial impact. Hedging arrangements, which
can include a number of counterparties, may expose us to additional risks, including failure of any of our counterparties to
perform under these contracts, and may involve extensive costs, such as transaction fees or, if we terminate them, breakage
costs. No strategy can completely insulate us from the risks associated with interest rate fluctuations. The Chapter 11
bankruptcy filing by Highland Capital Management, L. P. (“ Highland ”’) may have materially adverse consequences on our
business, financial condition and results of operations. On October 16, 2019, Highland, a former affiliate of our Sponsor, filed
for Chapter 11 bankruptcy protection with the United States Bankruptcy Court for the District of Delaware (the “ Highland
Bankruptcy ), which was subsequently transferred to the United States Bankruptcy Court for the Northern District of Texas
(the ““ Bankruptcy Court 7). On January 9, 2020, the Bankruptcy Court approved a change of control of Highland, which
involved the resignation of James Dondero as the sole director of, and the appointment of an independent board to, Highland’ s
general partner. On September 21, 2020, Highland filed a plan of reorganization and disclosure statement with the Bankruptcy
Court, which was subsequently amended (the “ Fifth Amended Plan of Reorganization ). On October 9, 2020, Mr. Dondero
resigned as an employee of Highland and as portfolio manager for all Highland- advised funds. As a result of these changes, our
Sponsor is no longer under common control with Highland and therefore Highland is no longer affiliated with us. On February
22,2021, the Bankruptcy Court entered an order confirming Highlands’ s Fifth Amended Plan of Reorganization (the “ Plan ),
which became effective on August 11, 2021. On October 15, 2021, Marc S. Kirschner, as litigation trustee of a litigation
subtrust formed pursuant to the Plan, filed a lawsuit (the “ Bankruptcy Trust Lawsuit ) against various persons and entities,
including our Sponsor and James Dondero. The Bankruptcy Trust Lawsuit does not include claims related to our business or our
assets or operations. On March 2724 , 2023, Marc S. Kirschner filed a motion seeking to voluntarily stay the Bankruptcy Trust
Lawsuit, which motion was granted on April 4, 2023. As of January 30, 2024, the Bankruptcy Trust Lawsuit continues to be
stayed. The Highland Bankruptcy and lawsuits filed in connection therewith, including the Bankruptcy Trust Lawsuit, could
expose our Sponsor, our Adviser, our affiliates, our management and / or us to negative publicity, which might adversely affect
our reputation and / or investor confidence in us, and / or future debt or equity capital raising activities. In addition, the Highland
Bankruptcy and the Bankruptcy Trust Lawsuit may be both time consuming and disruptive to our operations and cause
significant diversion of management attention and resources which may materially and adversely affect our business, financial
condition and results of operations. Further, the Highland Bankruptcy has and may continue to expose our Sponsor, our Adviser
and our affiliates to claims arising out of our former relationship with Highland that could have an adverse effect on our
business, financial condition and results of operations. Litigation against James Dondero and others may have materially adverse



consequences on our business, financial condition and results of operations. On February 8, 2023, UBS Securities LLC and its
affiliate (collectively, “ UBS ”) filed a lawsuit in the Supreme Court of the State of New York, County of New York against Mr.
Dondero and a number of other persons and entities seeking to collect on $ 1. 3 billion in judgments UBS obtained against
entities that were managed indirectly by Highland (the *“ UBS Lawsuit ”’). On February 26, 2024, the respondents, including
Mr. Dondero, filed motions to dismiss the UBS Lawsuit. A hearing was held on July 8, 2024. The court dismissed the
claims against one respondent, CLO HoldCo, Ltd., for lack of personal jurisdiction in a July 12, 2024 order. On August
24,2024, UBS filed a notice of appeal for that dismissal order, which has not yet been briefed. The remaining
respondents’ motions to dismiss, including Mr. Dondero’ s, remain pending. The UBS Lawsuit does not include claims
related to our business or our assets. While neither our Sponsor nor our Adviser are parties to the UBS Lawsuit, these
proceedings could expose our Sponsor, our Adviser, our affiliates, our management and / or us to negative publicity, which
might adversely affect our reputation and / or investor confidence in us, and / or future debt or equity capital raising activities. In
addition, the UBS Lawsuit may be both time consuming and disruptive to our operations and cause significant diversion of
management attention and resources Wthh may materrally and adversely affect our busmess financial condrtron and results of

MHWWe depend upon key personnel of our Advrser and its afﬁlrates and our property
manager. We are an externally managed REIT and therefore we do not have any internal management capacity and only have
accounting employees. We also depend on BH for our property management and construction services. We depend to a
significant degree on the diligence, skill and network of business contacts of the management team and other key personnel of
our Adviser and of our property manager to achieve our investment objectives, including Messrs. Dondero, Mitts-Richards ,
McGraner and Sauter, all of whom may be difficult to replace. We expect that our Adviser will evaluate, negotiate, structure,
close and monitor our investments in accordance with the terms of the Advisory Agreement. We also depend upon the senior
professionals of our Adviser and our property manager to maintain relationships with sources of potential investments, and we
rely upon these relationships to provide us with potential investment opportunities. We cannot assure you that these individuals
will continue to provide indirect investment advice to us. If these individuals, including the members of the management team
of our Adviser, do not maintain their existing relationships with our Adviser, maintain existing relationships or develop new
relationships with other sources of investment opportunities, we may not be able to grow our investment portfolio. In addition,
individuals with whom the senior professionals of our Adviser and our property manager have relationships are not obligated to
provide us with investment opportunities. Therefore, we can offer no assurance that such relationships will generate investment
opportunities for us. We may not replicate the historical results achieved by other entities managed or sponsored by affiliates of

our Adviser, members of our Adviser’ s management team er-by-Hightand-erits-affittates—Our primary focus in making
investments generally differs from that of existing investment funds, accounts or other investment vehicles that are or have been

managed by afﬁlrates of our Advrser For members of our Advrser s management team er-sponsored-by-our-former-affitiate
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ce is not a guarantee of future results pars
. We alse-cannot assure you that we will replrcate the h1storrcal results ach1eved by entities
managed by affiliates of our Adviser or members of the management team, and we caution you that our investment returns
could be substantially lower than the returns achieved by them in prior periods. Additionally, all or a portion of the prior results
may have been achieved in particular market conditions which may never be repeated. Our Adviser can resign on 30 days’
notice from its role as adviser, and we may not be able to find a suitable replacement within that time, resulting in a disruption in
our operations that could adversely affect our financial condition, business, and results of operations and cash flows. The
Advisory Agreement gives our Adviser the right to resign after giving not more than 60 nor less than 30 days’ written notice,
whether we have found a replacement or not. If our Adviser resigns, we may not be able to find a new adviser or hire internal
management with similar expertise and ability to provide the same or equivalent services on acceptable terms within 30 to 60
days, or at all. If we are unable to do so quickly, our operations are likely to experience a disruption and our financial condition,
business and results of operations, as well as our ability to pay distributions, are likely to be adversely affected. In addition, the
coordination of our internal management and investment activities is likely to suffer if we are unable to identify and reach an
agreement with a single institution or group of executives having the experience possessed by our Adviser and its affiliates.
Even if we are able to retain comparable management, the integration of such management and its lack of familiarity with our
investment objectives may result in additional costs and time delays that may adversely affect our business, financial condition,
results of operations and cash flows. You will have limited control over changes in our policies and operations, which increases
the uncertainty and risks you face as a stockholder. Our Board determines our major policies, including our policies regarding
financing, growth, debt capitalization, REIT qualification and distributions. Our Board may amend or revise these and other
policies without your vote. Our Board’ s broad discretion in setting policies and your inability to exert control over those
policies increases the uncertainty and risks you face as a stockholder. We may change our targeted investments without
stockholder consent. We expect our pertfetie-Portfolio of investments in commercial real estate to consist primarily of
multifamily properties. Though this is our current target portfolio, we may make adjustments to our target portfolio based on real
estate market conditions and investment opportunities, and we may change our targeted investments and investment guidelines
at any time without the consent of our stockholders. Any such change could result in us making investments that are different
from, and possibly riskier than, the investments described in this Annual Report. These policies may change over time. A
change in our targeted investments or investment guidelines, which may occur without notice to you or without your consent,
may increase our exposure to interest rate risk, default risk and real estate market fluctuations, all of which could adversely



affect the value of our common stock and our ability to make distributions to you. We intend to disclose any changes in our
investment policies in our next required periodic report, if any. We pay substantial fees and expenses to our Adviser and its
affiliates and to our property manager, which payments increase the risk that you will not earn a profit on your investment.
Pursuant to the Advisory Agreement, we pay significant fees to our Adviser and its affiliates. Those fees include advisory and
administrative fees and obligations to reimburse our Adviser and its affiliates for expenses they incur in connection with
providing services to us, including certain personnel services. Additionally, pursuant to the Management Agreements we have
entered into with BH, we pay significant fees to BH. These fees include property management fees, construction management
and other customary property manager fees. If we internalize our management functions, the percentage of our outstanding
common stock owned by our other stockholders could be reduced, and we could incur other significant costs associated with
being self- managed. In the future, our Board may consider internalizing the functions performed for us by our Adviser by,
among other methods, acquiring our Adviser’ s assets. The method by which we could internalize these functions could take
many forms. There is no assurance that internalizing our management functions will be beneficial to us and our stockholders.
An acquisition of our Adviser could result in a dilution of your interests as a stockholder and could reduce earnings per share
and FFO, Core FFO and AFFO per share. Additionally, we may not realize the perceived benefits, we may not be able to
properly integrate a new staff of managers and employees or we may not be able to effectively replicate the services provided
previously by our Adviser, property manager or their affiliates. Internalization transactions, including without limitation,
transactions involving the acquisition of affiliated advisers or property managers have also, in some cases, been the subject of
litigation. Even if these claims are without merit, we could be forced to spend significant amounts of money defending claims
that would reduce the amount of funds available for us to invest in properties or other investments and to pay distributions. All
of these factors could have a material adverse effect on our results of operations, financial condition and ability to pay
distributions. There are significant potential conflicts of interest that could affect our investment returns. As a result of our
arrangements with our Adviser, there may be times when our Adviser or its affiliates have interests that differ from those of our
stockholders, giving rise to a conflict of interest. Our directors and management team serve or may serve as officers, directors or
principals of entities that operate in the same or a related line of business as we do, or of investment funds managed by our
Adviser or its affiliates. Similarly, our Adviser or its affiliates may have other clients with similar, different or competing
investment objectives, including, but not limited to, NexPoint Real Estate Finance, Inc., VineBrook Homes Trust, Inc., NexPoint
Homes Trust, Inc. and NexPoint Diversified Real Estate Trust. In serving in these multiple capacities, they may have obligations
to other clients or investors in those entities, the fulfillment of which may not be in the best interest of us or our stockholders.
For example, the management team of our Adviser has, and will continue to have, management responsibilities for other
investment funds, accounts or other investment vehicles managed or sponsored by our Adviser or its affiliates. Our investment
objectives may overlap with the investment objectives of such affiliated investment funds, accounts or other investment
vehicles. As a result, those individuals may face conflicts in the allocation of investment opportunities among us and other
investment funds or accounts advised by or affiliated with our Adviser. Our Adviser will seek to allocate investment
opportunities among eligible accounts in a manner consistent with its allocation policy. However, we can offer no assurance that
such opportunities will be allocated to us fairly or equitably in the short- term or over time. Additionally, under the Advisory
Agreement, our Adviser does not assume any responsibility to us other than to render the services called for under that
agreement, and it will not be responsible for any action of our Board in following or declining to follow our Adviser’ s advice or
recommendations. In addition, we have agreed to indemnify our Adviser and each of its officers, directors, members, managers
and employees from and against any claims or liabilities, including reasonable legal fees and other expenses reasonably incurred,
arising out of or in connection with our business and operations or any action taken or omitted on our behalf pursuant to
authority granted by the Advisory Agreement, except where attributable to gross negligence, willful misconduct, bad faith or
reckless disregard of such person’ s duties under the Advisory Agreement. These protections may lead our Adviser to act in a
riskier manner when acting on our behalf than it would when acting for its own account. Our Adviser faces conflicts of interest
relating to the fee structure under our Advisory Agreement, which could result in actions that are not necessarily in the long-
term best interest of our stockholders. Under our Advisory Agreement, our Adviser or its affiliates is entitled to fees that are
structured in a manner intended to provide incentives to our Adviser to perform in our best interest and in the best interest of our
stockholders. However, because our Adviser is entitled to receive substantial compensation regardless of performance, our
Adviser’ s interests are not wholly aligned with those of our stockholders. In that regard, our Adviser could be motivated to
recommend riskier or more speculative investments that would entitle our Adviser to the highest fees. For example, because
advisory and administrative fees payable to our Adviser are based on our total real estate assets, including any form of
investment leverage, our Adviser may have an incentive to incur a high level of leverage or to acquire properties on less than
favorable terms in order to increase the total amount of real estate assets under management. In addition, our Adviser’ s ability to
receive higher fees and reimbursements depends on our continued investment in real properties. Therefore, the interest of our
Adviser and its affiliates in receiving fees may conflict with the interest of our stockholders in earning income on their
investment in our common stock. Our Adviser, Sponsor and their officers and employees face competing demands relating to
their time, and this may cause our operating results to suffer. Our Adviser, our Sponsor and their officers and employees and
their respective affiliates are key personnel, general partners, sponsors, managers, owners and advisers of other real estate
investment programs, including investment products sponsored by affiliates of our Adviser, some of which have investment
objectives and legal and financial obligations similar to ours and may have other business interests as well. Because these
persons have competing demands on their time and resources, they may have conflicts of interest in allocating their time
between our business and these other activities. If this occurs, the returns on our investments may suffer. We may compete with
other entities affiliated with our Sponsor and property manager for residents. Neither our Sponsor and its affiliates nor BH and
its affiliates is prohibited from engaging, directly or indirectly, in any other business or from possessing interests in any other



business venture, including ventures involved in the acquisition, development, ownership, management, leasing or sale of real
estate, including properties in the vicinity of the properties in our pertfelio-Portfolio . Our Sponsor and / or its affiliates and BH
and its affiliates may own and / or manage properties in the same geographical areas in which we currently own and expect to
acquire real estate assets. Therefore, our properties may compete for residents with other properties owned and / or managed by
our Sponsor and its affiliates and BH and its affiliates. Our Sponsor and BH may face conflicts of interest when evaluating
resident opportunities for our properties and other properties owned and / or managed by our Sponsor and its affiliates and BH
and its affiliates, and these conflicts of interest may have a negative impact on our ability to attract and retain residents. Risks
Related to Legal, Regulatory, Tax and Accounting Our failure to qualify as a REIT for U. S federal income tax purposes would
reduce the amount of income we have available for distribution and limit our ability to make distributions to our stockholders.
We have elected to be taxed as a REIT under the Code. Our qualification as a REIT depends upon our ability to meet
requirements, some on an annual and quarterly basis, regarding our organization and ownership, distributions of our income, the
nature and diversification of our income and assets and other tests imposed by the Code. Meeting some of these requirements
may involve the determination of various factual matters and circumstances not entirely within our control. 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, 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. We believe we have been and are organized
and qualify as a REIT, and we intend to operate in a manner that will permit us to continue to qualify as a REIT. However, we
cannot assure you that we have qualified as a REIT, or that we will remain qualified as a REIT in the future. If we were to fail to
qualify as a REIT for any taxable year, we would be subject to U. S. federal income tax on our taxable income at corporate rates,
could be subject to increased state and local taxes and dividends paid to our stockholders would not be deductible by us in
computing our taxable income. Any resulting corporate tax liability could be substantial and would reduce the amount of cash
available for distribution to our stockholders, which in turn could have an adverse impact on the value of shares of our common
stock. Unless we were entitled to relief under certain Code provisions, we also would be disqualified from taxation as a REIT
and would not be allowed to re- elect REIT status for the four taxable years following the year in which we failed to qualify as a
REIT. The additional tax liability from the failure to qualify as a REIT would reduce or eliminate the amount of cash available
for investment or distribution to our stockholders. This would materially and adversely affect us. In addition, we would no
longer be required to make distributions to our stockholders. Furthermore, we may acquire additional direct or indirect interests
in one or more entities that will elect to be taxed as REITs under the Code (each, a *“ Subsidiary REIT ). A Subsidiary REIT is
subject to the various REIT qualification requirements and other limitations described herein that are applicable to us. If a
Subsidiary REIT were to fail to qualify as a REIT, then (i) that Subsidiary REIT would become subject to U. S. federal income
tax and (ii) the Subsidiary REIT’ s failure to qualify could have an adverse effect on our ability to comply with the REIT income
and asset tests, and thus could impair our ability to qualify as a REIT unless we could avail ourselves of certain relief provisions.
If our OP eperating-partnership-failed to qualify as a partnership or is not otherwise disregarded for U. S. federal income tax
purposes, we would cease to qualify as a REIT. Our OP eperatingpartrership-intends to qualify as a partnership for U. S.
federal income tax purposes, and intends to take that position for all income tax reporting purposes. We cannot assure you,
however, that the IRS will not challenge the status of our OP eperating-partrership-or any other subsidiary partnership in which
we own an interest as a partnership for U. S. federal income tax purposes, or that a court would not sustain such a challenge. If
classified as a partnership, our OP eperatingpartnership-generally will not be a taxable entity and will not incur any U. S. federal
income tax liability. Instead, each of its partners, including us, will be allocated, and may be required to pay tax with respect to,
its share of our OP eperatingpartnership-’ s 1nc0rne However, our OP epefat-tﬂg—paft-nefshtp—would be treated as a corporation
for U. S. federal income tax purposes if it was a ““ publicly traded partnership, ” unless at least 90 % of its income was
qualifying income as defined in the Code. A “ publicly traded partnership ™ is a partnership whose partnership interests are
traded on an established securities market or are readily tradable on a secondary market (or the substantial equivalent thereof).
Although our OP eperatingpartiership-’ s partnership units are not traded on an established securities market, the OP eperating
partnership-’ s units could be viewed as readily tradable on a secondary market (or the substantial equivalent thereof), and our
OP eperating-partnership-may not qualify for one of the “ safe harbors ” under the applicable tax regulations. Qualifying income
for the 90 % test generally includes passive income, such as real property rents, dividends and interest. The income requirements
applicable to REITs and the definition of qualifying income for purposes of this 90 % test are similar in most respects. Our OP
eperating-partnership-may not meet this qualifying income test. I[f our OP eperating-partnership-were to be taxed as a
corporation, it would incur substantial tax liabilities, and we weutd-could then fail to qualify as a REIT for U. S. federal income
tax purposes, unless we qualified for relief under certain statutory savings provisions, and our ability to raise additional capital
and pay distributions to our stockholders weuld-could be impaired. Complying with REIT requirements may force us to
liquidate otherwise attractive investments. To qualify as a REIT, we must continually satisfy tests concerning, among other
things, the sources of our income, the nature and diversification of our assets, the amounts we distribute to our stockholders and
the ownership of our capital stock. In order to meet these tests, we may be required to forego investments we might otherwise
make. Thus, compliance with the REIT requirements may hinder our performance. In particular, we must ensure that at the end
of each calendar quarter, at least 75 % of the value of our assets consists of cash, cash items, government securities , stock in
REITS and other qualified REFF-real estate assets, including certain mortgage loans and mortgage- backed securities. The
remainder of our investment in securities (other than government securities, securities of TRSs and qualified real estate assets)
generally cannot include more than 10 % of the outstanding voting securities of any one issuer or more than 10 % of the total
value of the outstanding securities of any one issuer. In addition, in general, no more than 5 % of the value of our assets (other
than government securities, securities of TRSs and qualified real estate assets) can consist of the securities of any one issuer, and
no more than 20 % of the value of our total assets can be represented by securities of one or more TRSs. If we fail to comply



with these requirements at the end of any calendar quarter, we must correct the failure within 30 days after the end of the
calendar quarter or qualify for certain statutory relief provisions to avoid losing our REIT qualification and suffering adverse tax
consequences. As a result, we may be required to liquidate, or contribute to a TRS, otherwise attractive investments from our
portfelio-Portfolio , and may be unable to pursue investments that would be otherwise advantageous to us in order to satisfy the
tests for qualifying as a REIT. These actions could have the effect of reducing our income and amounts available for distribution
to our stockholders. Complying with REIT requirements may limit our ability to hedge our liabilities effectively and may cause
us to incur tax liabilities. The REIT provisions of the Code may limit our ability to hedge our liabilities. Any income from a
hedging transaction we enter into to manage risk of interest rate changes, price changes or currency fluctuations with respect to
borrowings made or to be made to acquire or carry real estate assets or to offset certain other positions, if properly identified
under applicable Treasury Regulations, does not constitute “ gross income ” for purposes of the 75 % or 95 % gross income
tests. To the extent that we enter into other types of hedging transactions, the income from those transactions will likely be
treated as non- qualifying income for purposes of the 75 % or 95 % gross income tests. As a result of these rules, we may need
to limit our use of advantageous hedging techniques or implement those hedges through a TRS. This could increase the cost of
our hedging activities because our TRSs would be subject to tax on gains or expose us to greater risks associated with changes in
interest rates than we would otherwise want to bear. In addition, losses from hedges held in a TRS generally will not provide any
tax benefit, except for being carried forward against future taxable income of such TRS. Even if we qualify as a REIT, we may
face other tax liabilities that reduce our cash flows. Even if we qualify for taxation as a REIT, we may be subject to certain U. S.
federal, state and local taxes or non- U. S. taxes on our income and assets, 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. In
addition, our FRS-TRSs and any TRS we form in the future will be subject to corporate U. S. federal, state and local taxes. State,
local and non- U. S. income tax laws may differ substantially from the corresponding U. S. federal income tax laws. Any of
these taxes would decrease cash available for distributions to stockholders. Prospective investors are urged to consult their tax
advisors regarding the effect of the other U. S. federal, state, local and non- U. S. tax laws on an investment in our stock. Our
ownership of interests in TRSs raises certain tax risks. 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. A TRS also includes any
corporation other than a REIT with respect to which a TRS owns securities possessing more than 35 % of the total voting power
or value of the outstanding securities of such corporation. Other than some activities relating to lodging and health care
facilities, a TRS may generally engage in any business, including the provision of customary or non- customary services to
residents of its parent REIT. A TRS is subject to income tax as a C corporation. We currently own interests in & FRS-TRSs and
may acquire securities in additional TRSs in the future. We will be required to pay a 100 % tax on any “ redetermined rents, ”
redetermined deductions, ” ““ excess interest ” or “ redetermined TRS service income. ” In general, redetermined rents are rents
from real property that are overstated as a result of services furnished to any of our residents by a TRS of ours. Redetermined
deductions and excess interest generally represent amounts that are deducted by a TRS of ours for amounts paid to us that are in
excess of the amounts that would have been deducted based on arm’ s- length negotiations. Redetermined TRS service income
generally represents amounts by which the gross income of a TRS attributable to its services for or on behalf of us (other than to
a resident of ours) would be increased based on arm’ s length negotiations. Our FRS-TRSs is-are and any TRS we acquire in the
future will be subject to corporate income tax at the U. S. federal, state and local levels, (including on the gain realized from the
sale of property held by it, as well as on income earned while such property is operated by the TRS). This tax obligation, if
material, would diminish the amount of the proceeds from the sale or operation of such property, or other income earned
through the TRS, that would be distributable to our stockholders. U. S. federal, state and local corporate income tax rates may be
increased in the future, and any such increase would reduce the amount of the net proceeds available for distribution by us to our
stockholders from the sale of property or other income earned through a TRS after the effective date of any increase in such tax
rates. We do not anticipate material income tax obligations in connection with our ownership of interests in TRSs. As a REIT,
the value of our interests in our TRSs generally may not exceed 20 % of the total value of our total assets at the end of any
calendar quarter. If the IRS were to determine that the value of our interests in all of our TRSs exceeded this limit at the end of
any calendar quarter, then we would fail to qualify as a REIT. If we determine it to be in our best interest to own a substantial
number of our properties through one or more TRSs, then it is possible that the IRS may conclude that the value of our interests
in our TRSs exceeds 20 % of the value of our total assets at the end of any calendar quarter and therefore cause us to fail to
qualify as a REIT. Additionally, as a REIT, no more than 25 % of our gross income with respect to any year may, in general, be
from sources other than certain real estate- related assets. Dividends paid to us from a TRS are typically considered to be non-
real estate income. Therefore, we may fail to qualify as a REIT if dividends from all of our TRSs, when aggregated with all
other non- real estate income with respect to any one year, are more than 25 % of our gross income with respect to such year.
The sale of certain properties could result in significant tax liabilities unless we are able to defer the taxable gain through 1031
Exchanges. In general, we may structure asset sales for possible inclusion in 1031 Exchanges. The ability to complete a 1031
Exchange depends on many factors, including, among others, identifying and acquiring suitable replacement property within
limited time periods, and the ownership structure of the properties being sold and acquired. Therefore, we are not always able to
sell an asset as part of a 1031 Exchange. When successful, a 1031 Exchange enables us to defer the taxable gain on the asset
sold. If we cannot defer the taxable gain resulting from the sales of certain properties, our business, financial condition, results
of operations and cash flow, the market price per share of our common stock and our ability to satisfy our debt service
obligations and make distributions to our stockholders could be materially and adversely affected. Certain of our business
activities are potentially subject to the prohibited transaction tax, which could reduce the return on your investment. For so long
as we qualify as a REIT, our ability to dispose of property during the first few years following its acquisition may be restricted
to a substantial extent as a result of our REIT qualification. Under applicable provisions of the Code regarding prohibited



transactions by REITs, while we qualify as a REIT, we will be subject to a 100 % penalty tax on any gain recognized on the sale
or other disposition of any property (other than foreclosure property) that we own or hold an interest in, directly or indirectly
through any subsidiary entity, including our OP epef&t-tﬂg—paﬁnefshtp— but generally excluding TRSs, that is deemed to be
inventory or property held primarily for sale to customers in the ordinary course of a trade or business. Whether property is
inventory or otherwise held primarily for sale to customers in the ordinary course of a trade or business depends on the
particular facts and circumstances surrounding each property. During such time as we qualify as a REIT, we intend to avoid the
100 % prohibited transaction tax by (1) conducting activities that may otherwise be considered prohibited transactions through a
TRS (but such TRS will incur income taxes at the corporate rate ineeme-taxes-with respect to any income or gain recognized by
it), (2) conducting our operations in such a manner so that no sale or other disposition of an asset we own or hold an interest in,
directly or through any subsidiary, will be treated as a prohibited transaction, or (3) structuring certain dispositions of our
properties to comply with the requirements of the prohibited transaction safe harbor available under the Code for properties that,
among other requirements, have been held for at least two years. Ne-However, no assurance can be given that any particular
property that we own or hold an interest in, directly or through any subsidiary entity, including our OP epef&t-tﬂg—paﬁnefshtp—
but generally excluding TRSs, will not be treated as inventory or property held primarily for sale to customers in the ordinary
course of a trade or business and that we will not be subject to the 100 % prohibited transactions tax . The 100 % tax
described above may limit our ability to enter into transactions that would otherwise be beneficial to us. For example, if
circumstances make it not profitable or otherwise uneconomical for us to remain in certain states or geographical markets, the
100 % tax could delay our ability to exit those states or markets by selling our assets in those states or markets other than
through a TRS, which could harm our operating profits. To continue qualifying as a REIT, we must meet annual distribution
requirements, which may force us to forgo otherwise attractive opportunities or borrow funds during unfavorable market
conditions. This could delay or hinder our ability to meet our investment objectives and reduce your overall return. In order to
guatify-maintain our qualification as a REIT , among other requirements ., we must distribute annually to our stockholders at
least 90 % of our REIT taxable income (which does not equal net income as calculated in accordance with GAAP), determined
without regard to the deduction for dividends paid and excluding net capital gain-gains . To the extent that we satisfy this
distribution requirement but distribute less than 100 % of our REIT taxable income, we will be subject to U. S. federal corporate
income tax on our undistributed taxable income. We will also be subject to U. S. federal income tax on our undistributed REIT
taxable income and net capital gain and to a 4 % nondeductible excise tax on any amount by which distributions we pay with
respect to any calendar year are less than the sum of (1) 85 % of our ordinary income, (2) 95 % of our capital gain net income
and (3) 100 % of our undistributed income from prior years. We intend to make distributions to our stockholders to comply
with the requirements of the Code for REITSs and to minimize or eliminate our U. S. federal income tax obligation.
However, These-these requirements could cause us to distribute amounts that otherwise would be spent on investments in real
estate assets and it is possible that we might be required to borrow funds, possibly at unfavorable rates, or sell assets to fund
these distributions. Our access to third- party sources of capital depends on a number of factors, including the market’ s
perception of our growth potential, our current debt levels, and our current and potential future earnings. We cannot assure you
that we will have access to such capital on favorable terms at the desired times, or at all, which may cause us to curtail our
investment activities and / or to dispose of assets at inopportune times, and could adversely affect our financial condition, results
of operations, cash flow and the value of our securities. Certain types of assets generate substantial mismatches between REIT
taxable income and available cash. Such assets include rental real estate that has been financed through financing structures
which require some or all of available cash flows to be used to service borrowings. As a result, the requirement to distribute a
substantial portion of our REIT taxable income could cause us to: (1) sell assets in adverse market conditions; (2) raise capital
on unfavorable terms; or (3) distribute amounts that would otherwise be invested in future acquisitions, expansions or
developments, capital expenditures or repayment of debt, in order to comply with REIT requirements. Further, amounts
distributed will not be available to fund our operations. Under certain circumstances, covenants and provisions in our existing
and future debt instruments may prevent us from making distributions that we deem necessary to comply with REIT
requirements. It is possible that we might not always be able to make distributions sufficient to meet the annual distribution
requirements and to avoid U. S. federal income and excise taxes on our earnings while we qualify as a REIT. Furthermore, our
inability to make required distributions could threaten our status as a REIT and could result in material adverse tax
consequences for us and our stockholders. Alternatively, we may make taxable in- kind distributions of our own stock, which
may cause our stockholders to be required to pay income taxes with respect to such distributions in excess of any cash they
receive, or we may be required to withhold taxes with respect to such distributions in excess of any cash our stockholders
receive. Dividends payable by REITs generally do not qualify for the reduced tax rates available for some dividends. Income
from “ qualified dividends ” payable to U. S stockholders that are 1nd1v1duals trusts, and estates is generally subject to tax at
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property. At the current maximum ordinary income tax rate of 37 % applicable for taxable years beginning before January 1,
2026, the maximum tax rate on ordinary REIT dividends for non- corporate stockholders is 29. 6 %. Although this does not
adversely affect the taxation of REITs or dividends payable by REITs, the more favorable rates applicable to corporate qualified
dividends could cause investors who are individuals, trusts and estates to perceive investments in REITs to be relatively less
attractive than investments in the stocks of non- REIT corporations that pay dividends, which could adversely affect the value of
the shares of REITs, including our common stock , and could be detrimental to our ability to raise additional funds through
the future sale of our common stock . [n addition, certain U. S. stockholders may be subject to a 3. 8 % Medicare tax on
dividends payable by REITs. Tax rates could be changed in future legislation. The share ownership restrictions of the Code for
REITs and the 6. 2 % share ownership limit in our charter may inhibit market activity in shares of our stock and restrict our
business combination opportunities. In order to qualify as a REIT, five or fewer individuals, as defined in the Code, may not
own, actually or constructively, more than 50 % in value of our issued and outstanding shares of stock at any time during the
last half of each taxable year, other than the first year for which a REIT election is made. Attribution rules in the Code
determine if any individual or entity actually or constructively owns shares of our common stock for purposes of this ownership
limitation. Additionally, at least 100 persons must beneficially own shares of our common stock during at least 335 days of a
taxable year for each taxable year, other than the first year for which a REIT election is made. To help ensure that we meet
these tests, among other purposes, our charter restricts the acquisition, ownership and transfer of shares of our common stock.
Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and desirable to preserve our
qualification as a REIT while we so qualify. Unless exempted by our Board (prospectively or retroactively), for so long as we
qualify as a REIT, our charter prohibits, among other limitations on ownership and transfer of shares of our stock, any person
from beneficially or constructively owning (applying certain attribution rules under the Code) more than 6. 2 % in value of the
aggregate of the outstanding shares of our capital stock and more than 6. 2 % (in value or in number of shares, whichever is
more restrictive) of the outstanding shares of our common stock. Our Board may not grant an exemption from these restrictions
to any proposed transferee whose ownership in excess of the 6. 2 % ownership limit would result in our failing to qualify as a
REIT. Our Board granted a waiver from the ownership limits for #im-James Dondero and certain of his affiliates, and may grant
additional waivers in the future. These waivers will be subject to certain initial and ongoing conditions in our charter designed to
protect our status as a REIT, including providing that any ownership or purported transfer of our shares in violation of the
foregoing restrictions will result in the shares so owned or transferred being automatically transferred to a charitable trust for the
benefit of a charitable beneficiary, and the purported owner or transferee acquiring no rights in such shares. Furthermore, if a
transfer of our shares would result in our shares being beneficially owned by fewer than 100 persons or the transfer to a
charitable trust would be ineffective for any reason to prevent a violation of the other restrictions on ownership and transfer of
our shares, the transfer resulting in such violation will be void ab initio. These restrictions on transferability and ownership will
not apply, however, if our Board determines that it is no longer in our best interest to qualify as a REIT or that compliance with
the restrictions is no longer required in order for us to so qualify as a REIT. These ownership limits could alse delay or prevent
a transaction or a change in control that might involve a premium price for our common stock or otherwise be in the best interest
of the stockholders. The ability of the Board to revoke our REIT qualification without stockholder approval may cause adverse
consequences to our stockholders. Our charter provides that our Board may revoke or otherwise terminate our REIT election,
without the approval of our stockholders, if it determines that it is no longer in our best interest to continue to qualify as a REIT.
If we cease to be a REIT, we will not be allowed a deduction for dividends paid to stockholders in computing our taxable
income and will be subject to U. S. federal income tax at corporate rates and state and local taxes, which may have adverse
consequences on our total return to our stockholders. New legislation or administrative or judicial action, in each instance
potentially with retroactive effect, could make it more difficult or impossible for us to qualify or remain qualified as a REIT. The
U. S. federal income tax treatment of REITs may be modified, possibly with retroactive effect, by legislative, judicial or
administrative action at any time, which could affect the U. S. federal income tax treatment of an investment in us. The U. S.
federal income tax rules dealing with REITSs are constantly under review by persons involved in the legislative process, the IRS
and the U. S. Department of the Treasury, which could result in statutory changes as well as frequent revisions to regulations
and interpretations. There can be no assurance that future changes to the U S federal income tax laws or regulatory changes
will not be proposed or enacted that could adversely impact business-an al-results
changes-eotld-have-an-adverse-tmpaet-onour business and financial results. We cannot predlct whether when or to what extent
any new U. S. federal tax laws, regulations, interpretations or rulings will impact the real estate investment industry or REITs.
Prospective investors are urged to consult their tax advisors regarding potential future changes to the U. S. federal tax laws on
an investment in our stock. Foreign investors may be subject to U. S. federal withholding tax and may be subject to U. S. federal
income tax on distributions received from us and upon disposition of shares of our common stock. Subject to certain exceptions,
distributions received from us will be treated as dividends of ordinary income to the extent of our current or accumulated
earnings and profits. Such dividends paid to a non- U. S. stockholder ordinarily will be subject to U. S. withholding tax at a 30
% rate, or such lower rate as may be specified by an applicable income tax treaty, unless the distributions are treated as
effectively connected ” with the conduct by the non- U. S. stockholder of a U. S. trade or business. Pursuant to the Foreign
Investment in Real Property Tax Act of 1980 (“ FIRPTA ”), capital gain distributions attributable to sales or exchanges of ““ U.
S. real property interests ” (“ USRPIs ™), generally will be taxed to a non- U. S. stockholder as if such gain were effectively
connected with a U. S. trade or business. However, a capital gain dividend will not be treated as effectively connected income if
(1) the distribution is received with respect to a class of stock that is regularly traded on an established securities market located
in the United States and (2) the non- U. S. stockholder does not own more than 10 % of the class of our stock at any time during
the one- year period ending on the date the distribution is received. Gain recognized by a non- U. S. stockholder upon the sale
or exchange of our common stock generally will not be subject to U. S. federal income taxation unless such stock constitutes a




USRPI under FIRPTA. Our common stock will not constitute a USRPI so long as we are a “ domestically- controlled ” REIT. A
REIT is “ domestically controlled * if less than 50 % of the REIT’ s stock, by value, has been owned directly or indirectly by
persons who are not qualifying U. S. persons , including through a foreign- controlled domestic corporation, during a
continuous five- year period ending on the date of disposition or, if shorter, during the entire period of the REIT’ s existence.
We cannot assure you that we will qualify as a “ domestically controlled ” REIT. If we were to fail to so qualify, gain realized
by foreign investors on a sale of shares of our stock would be subject to FIRPTA tax, unless the shares of our stock were traded
on an established securities market and the foreign investor did not at any time during a specified testing period directly or
indirectly own more than 10 % of the value of our outstanding common stock. We and our subsidiaries and stockholders may be
subject to state, local or foreign tax filing and payment obligations taxation in various jurisdictions including those in which we
or they transact business, own property or reside. We may own assets located in, or transact business in, numerous jurisdictions,
and may be required to file tax returns in some or all of those jurisdictions. Our state, local or foreign tax treatment and that of
our stockholders may not conform to the U. S. federal income tax treatment discussed above. Prospective investors should
consult their tax advisors regarding the application and effect of state and-, local and foreign income and other tax laws on an
investment in our stock. Risks Related to the Ownership of our Common Stock Our common stock is listed on the NYSE and
broad market fluctuations could negatively affect the market price of our stock. We have listed shares of our common stock on
the NYSE under the symbol “ NXRT. ” The price of NXRT common stock may fluctuate significantly. Further, the market
price of our common stock may be volatile. In addition, the trading volume in our common stock may fluctuate and cause
significant price variations to occur. We cannot assure you that the market price of our common stock will not fluctuate or
decline significantly in the future. Some of the factors that could affect our stock price or result in fluctuations in the price or
trading volume of our common stock include: * actual or anticipated variations in our quarterly operating results; * changes in
our operations or earnings estimates or publication of research reports about us or the real estate industry; ¢ changes in market
valuations of similar companies; * increases in or high interest rates that lead purchasers of our shares to demand a higher yield,
« adverse market reaction to any increased indebtedness we incur in the future; * additions or departures of key management
personnel; ¢ actions by institutional stockholders; * speculation in the press or investment community; © the realization of any of
the other risk factors presented in this Annual Report; « the extent of investor interest in our securities; * the general reputation
of REITs and the attractiveness of our equity securities in comparison to other equity securities, including securities issued by
other real estate- based companies;  our underlying asset value; ¢ investor confidence in the stock and bond markets, generally;
« changes in tax laws; * future equity issuances; * failure to meet income estimates; and ¢ failure to meet and maintain REIT
qualifications. In the past, class- action litigation has often been instituted against companies following periods of volatility in
the price of their common stock. This type of litigation could result in substantial costs and divert our management’ s attention
and resources, which could have an adverse effect on our financial condition, results of operations, cash flow and trading price
of our common stock. The form, timing and / or amount of dividend distributions in future periods may vary and be impacted by
economic and other considerations. The form, timing and / or amount of dividend distributions will be declared at the discretion
of our Board and will depend on actual cash flows from operations, our financial condition, capital requirements, the annual
distribution requirements under the REIT provisions of the Code and other factors as our Board may consider relevant. Our
Board may modify our dividend policy from time to time at its discretion. We may be unable to make distributions at expected
levels, which could result in a decrease in the market price of our common stock. If sufficient cash is not available for
distribution from our operations, we may have to fund distributions from working capital, borrow to provide funds for such
distributions, reduce the amount of such distributions, or issue stock dividends. To the extent we borrow to fund distributions,
our future interest costs would increase, thereby reducing our earnings and cash available for distribution from what they
otherwise would have been. If cash available for distribution generated by our assets is less than we expect, our inability to
make the expected distributions could result in a decrease in the market price of our common stock. In addition, if we make
stock dividends in lieu of cash distributions, it may have a dilutive effect on the holdings of our stockholders. All distributions
are made at the discretion of our Board and are based upon, among other factors, our historical and projected results of
operations, financial condition, cash flows and liquidity, maintenance of our REIT qualification and other tax considerations,
capital expenditure and other expense obligations, debt covenants, contractual prohibitions or other limitations, applicable law
and such other matters as our Board may deem relevant from time to time. We may not be able to make distributions in the
future, and our inability to make distributions, or to make distributions at expected levels, could result in a decrease in the
market price of our common stock. Our charter permits the Board to issue stock with terms that may subordinate the rights of
our common stockholders or discourage a third party from acquiring us in a manner that could otherwise result in a premium
price to our stockholders. Our Board may classify or reclassify any unissued shares of common stock or preferred stock and
establish the preferences, conversion or other rights, voting powers, restrictions, limitations as to distributions, qualifications and
terms or conditions of redemption of any such stock. Thus, our Board could authorize the issuance of preferred stock with terms
and conditions that could have priority as to distributions and amounts payable upon liquidation over the rights of the holders of
our common stock. Such preferred stock could also have the effect of delaying, deferring or preventing a change in control of us,
including an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of our assets) that might
provide a premium price to holders of our common stock. Future issuances of debt securities and equity securities may
negatively affect the market price of shares of our common stock and, in the case of equity securities, may be dilutive to existing
stockholders and could reduce the overall value of your investment. In the future, we may issue debt or equity securities or incur
other financial obligations, including stock dividends and shares that may be issued in exchange for common units and equity
plan shares / units. Upon liquidation, holders of our debt securities and other loans and preferred stock will receive a distribution
of our available assets before common stockholders. We are not required to offer any such additional debt or equity securities to
existing stockholders on a preemptive basis. Therefore, additional common stock issuances, directly or through convertible or



exchangeable securities (including common units and convertible preferred units), warrants or options, will dilute the holdings
of our existing common stockholders and such issuances or the perception of such issuances may reduce the market price of
shares of our common stock. Any convertible preferred units would have, and any series or class of our preferred stock would
likely have, a preference on distribution payments, periodically or upon liquidation, which could eliminate or otherwise limit our
ability to make distributions to common stockholders. Existing stockholders do not have preemptive rights to any shares we
issue in the future. Our charter authorizes us to issue 600 million shares of capital stock, of which 500 million shares are
designated as common stock and 100 million shares are designated as preferred stock. Our Board may increase the number of
authorized shares of capital stock without stockholder approval. Our Board may elect to (1) sell additional shares in future
public offerings; (2) issue equity interests in private offerings; (3) issue shares of our common stock under a long- term incentive
plan to our directors, officers and other key employees (and those of our Adviser or its affiliates and our subsidiaries), our non-
employee directors, and potentially certain non- employees who perform employee- type functions; (4) issue shares to our
Adviser, its successors or assigns, in payment of an outstanding fee obligation or as consideration in a related- party transaction;
or (5) issue shares of our common stock to sellers of properties we acquire in connection with an exchange of OP units. To the
extent we issue additional equity interests, your percentage ownership interest in us will be diluted. Further, depending upon the
terms of such transactions, most notably the offering price per share, existing stockholders may also experience a dilution in the
book value of their investment in us. Our rights and the rights of our stockholders to recover claims against our independent
directors are limited, which could reduce your and our recovery against them if they negligently cause us to incur losses.
Maryland law provides that a director has no liability in the capacity as a director if he or she performs his or her duties in good
faith, in a manner he or she reasonably believes to be in the company’ s best interest and with the care that an ordinarily prudent
person in a like position would use under similar circumstances. As permitted by the Maryland General Corporation Law (the
MGCL ”), our charter limits the liability of our directors and officers to us and our stockholders 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 director or officer that was material to the cause of action
adjudicated. In addition, our charter authorizes us, and our bylaws require us, to indemnify our directors and officers for actions
taken by them in those capacities and to pay or reimburse their reasonable expenses in advance of final disposition of a
proceeding to the maximum extent permitted by Maryland law. We have entered into indemnification agreements with our
directors and executive officers. As a result, we and our stockholders may have more limited rights against our directors and
officers than might otherwise exist under common law. Accordingly, in the event that actions taken by any of our directors or
officers are immune or exculpated from, or indemnified against, liability but which impede our performance, our stockholders’
ability to recover damages from that director or officer will be limited. Our charter and bylaws contain provisions that may
delay, defer or prevent an acquisition of our common stock or a change in control. Our charter and bylaws contain a number of
provisions, the exercise or existence of which could delay, defer or prevent a transaction or a change in control that might
involve a premium price for our stockholders or otherwise be in their best interest, including the following: « Our Charter
Contains Restrictions on the Ownership and Transfer of Our Stock. In order for us to qualify, and elect to be taxed, as a REIT,
no more than 50 % of the value of outstanding shares of our stock may be owned, beneficially or constructively, by five or
fewer individuals at any time during the last half of each taxable year other than the first year for which we elect to be taxed as a
REIT. Subject to certain exceptions, our charter prohibits any stockholder from owning beneficially or constructively more than
6.2 % in value or in number of shares, whichever is more restrictive, of the outstanding shares of our common stock, or 6. 2 %
in value of the aggregate of the outstanding shares of all classes or series of our stock. We refer to these restrictions collectively
as the “ ownership limits. ” The constructive ownership rules under the Code are complex and may cause the outstanding stock
owned by a group of related individuals or entities to be deemed to be constructively owned by one individual or entity. As a
result, the acquisition of less than 6. 2 % of our outstanding shares of common stock or the outstanding shares of all classes or
series of our stock by an individual or entity could cause that individual or entity or another individual or entity to own
constructively in excess of the relevant ownership limits. Our charter also prohibits any person from owning shares of our stock
that would result in our being “ closely held ” under Section 856 (h) of the Code or otherwise cause us to fail to qualify as a
REIT. Any attempt to own or transfer shares of our common stock or of any of our other capital stock in violation of these
restrictions may result in the shares being automatically transferred to a charitable trust or may be void. These ownership limits
may prevent a third party from acquiring control of us if our Board does not grant an exemption from the ownership limits, even
if our stockholders believe the change in control is in their best interest. Our Board granted a waiver from the ownership limits
applicable to holders of our common stock to im-James Dondero and certain of his affiliates and may grant additional waivers
in the future. These waivers will be subject to certain initial and ongoing conditions designed to protect our status as a REIT. ¢
Our Board Has the Power to Cause Us to Issue Additional Shares of Our Stock without Stockholder Approval. Our charter
authorizes us to issue additional authorized but unissued shares of common or preferred stock. In addition, our Board may,
without stockholder approval, amend our charter to increase the aggregate number of shares of our common stock or the number
of shares of stock of any class or series that we have authority to issue and classify or reclassify any unissued shares of common
or preferred stock and set the preferences, rights and other terms of the classified or reclassified shares. As a result, our Board
may establish a series of shares of common or preferred stock that could delay or prevent a transaction or a change in control
that might involve a premium price for our shares of common stock or otherwise be in the best interest of our stockholders.
Certain provisions of Maryland law may limit the ability of a third party to acquire control of us. Certain provisions of the
MGCL may have the effect of inhibiting a third party from acquiring us or of impeding a change of control under circumstances
that otherwise could provide our common stockholders with the opportunity to realize a premium over the then- prevailing
market price of such shares, including: * ““ business combination ” provisions that, subject to limitations, prohibit certain
business combinations between an “ interested stockholder ” (defined generally as any person who beneficially owns 10 % or



more of the voting power of our outstanding shares of voting stock or an affiliate or associate of the corporation who, at any
time within the two- year period immediately prior to the date in question, was the beneficial owner of 10 % or more of the
voting power of the then outstanding stock of the corporation) or an affiliate of any interested stockholder and us for five years
after the most recent date on which the stockholder becomes an interested stockholder, and thereafter imposes two super-
majority stockholder voting requirements on these combinations; and ¢ *“ control share ” provisions that provide that holders of
control shares ” of us (defined as voting shares of stock that, if aggregated with all other shares of stock owned or controlled by
the acquirer, would entitle the acquirer to exercise one of three increasing ranges of voting power in electing directors) acquired
in a “ control share acquisition ” (defined as the direct or indirect acquisition of issued and outstanding “ control shares ) have
no voting rights with respect to such control shares cxcept to the extent approved by our stockholders by the affirmative vote
of at least two- thirds of all of the votes entitled to be cast on the matter, excluding all interested shares. Pursuant to the
Maryland Business Combination Act, our Board by resolution exempted from the provisions of the Maryland Business
Combination Act all business combinations (1) between our Adviser, Him-James Dondero and certain of his affiliates or their
respective affiliates and us and (2) between any other person and us, provided that such business combination is first approved
by our Board (including a majority of our directors who are not affiliates or associates of such person). Our bylaws contain a
provision exempting from the Maryland Control Share Acquisition Act any and all acquisitions by any person of shares of our
stock. There can be no assurance that these exemptions or resolutions will not be amended or eliminated at any time in the
future. Additionally, Title 3, Subtitle 8 of the MGCL permits our Board, without stockholder approval and regardless of what is
currently provided in our charter or bylaws, to implement certain takeover defenses, such as a classified board, some of which
are not currently provided for in our charter or bylaws. Our bylaws designate the Circuit Court for Baltimore City, Maryland as
the sole and exclusive forum for certain types of actions and proceedings that may be initiated by our stockholders and provide
that claims relating to causes of action under the Securities Act may only be brought in federal district courts, which could limit
stockholders' ability to obtain a favorable judicial forum for disputes with us or our directors, officers or employees and could
discourage lawsuits against us and our directors, officers and employees. Our bylaws provide that, unless we consent in writing
to the selection of an alternative forum, the Circuit Court for Baltimore City, Maryland, or, if that court does not have subject
matter jurisdiction, any state court located within the state of Maryland, or, if all such state courts do not have subject matter
jurisdiction, the United States District Court for the District of Maryland will be the sole and exclusive forum for (a) any
Internal Corporate Claim, as such term is defined in the MGCL, or any successor provision thereof, (b) any derivative action or
proceeding brought on behalf of the Corporation, (c) any action asserting a claim of breach of any duty owed by any director or
officer or other employee of the Company to the Company or to the stockholders of the Company, (d) any action asserting a
claim against the Company or any director or officer or other employee of the Company arising pursuant to any provision of the
MGCL, the Charter or the Bylaws, (e) any action or proceeding to interpret, apply, enforce or determine the validity of the
Charter or the Bylaws of the Company (including any right, obligation, or remedy thereunder), (f) any action or proceeding as to
which the MGCL confers jurisdiction on the Circuit Court for Baltimore City, Maryland, or (g) any action asserting a claim
against the Company or any director or officer or other employee of the Company that is governed by the internal affairs
doctrine, in all cases to the fullest extent permitted by law and subject to the court’ s having personal jurisdiction over the
indispensable parties named as defendants, except that the foregoing does not apply to suits brought to enforce a duty or liability
created by the Exchange Act or any other claim for which the federal courts have exclusive jurisdiction. Unless the Company
consents in writing to the selection of an alternative forum, the federal district courts of the United States of America will, to the
fullest extent permitted by law, be the sole and exclusive forum for the resolution of any complaint asserting a cause of action
arising under the Securities Act. The choice of forum provision could limit a stockholder’ s ability to bring a claim in a judicial
forum that it finds favorable for disputes with us or our directors, officers or other employees, which could discourage such
lawsuits against us and our directors, officers and other employees. Alternatively, if a court were to find the choice of forum
provision contained in our bylaws to be inapplicable or unenforceable in an action, we could incur additional costs associated
with resolving such action in other jurisdictions. Failure to maintain effective internal control over financial reporting in
accordance with Section 404 of the Sarbanes- Oxley Act could materially and adversely affect our business and the market price
of our common stock. Under the Sarbanes- Oxley Act, we must maintain effective disclosure controls and procedures and
internal control over financial reporting, which require significant resources and management oversight. Internal control over
financial reporting is complex and may be revised over time to adapt to changes in our business, or changes in applicable
accounting rules. We cannot assure you that our internal control over financial reporting will be effective in the future or that a
material weakness will not be discovered with respect to a prior period for which we had previously believed that internal
controls were effective. Matters impacting our internal controls may cause us to be unable to report our financial data on a
timely basis, or may cause us to restate previously issued financial data, and thereby subject us to adverse regulatory
consequences, including sanctions or investigations by the SEC, or violations of applicable stock exchange listing rules. There
could also be a negative reaction in the financial markets due to a loss of investor confidence in us and the reliability of our
financial statements. Confidence in the reliability of our financial statements is also likely to suffer if we or our independent
registered public accounting firm reports a material weakness in our internal control over financial reporting. This could
materially adversely affect us by, for example, leading to a decline in the market price for our common stock and impairing our
ability to raise capital. Additionally, our independent registered public accounting firm is required pursuant to Section 404 (b) of
the Sarbanes- Oxley Act to attest to the effectiveness of our internal control over financial reporting on an annual basis. If we
cannot maintain effective procedures or internal control over financial reporting, or our independent registered public accounting
firm cannot provide an unqualified attestation report on the effectiveness of our internal control over financial reporting,
investor confidence and, in turn, the market price of our common stock could decline. General Risks We are highly depend
dependent on information technology systems;-and security breaches or systems failures could significantly disrupt our



business, which may, in turn, negatively affect the market price of our securities and our ability to pay dividends to-our
stoekholders-. Our business is highly depends-dependent on the-eommunieations-and-information systems-technology. In the
ordinary course of our Spenser-business , to-which-we may store sensitive data, including our proprietary business
information and that of our business partners, on our networks. The secure maintenance and transmission of this
information is critical to our operations. Cybersecurity incidents and cyber- attacks, ransomware attacks and social
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due to employee error, malfeasance or other disruptions, these—- the risk measures;-we-may-be-subjeetto-unauthorized
aeeess-of digital-data-which siskemay be heightened by the increased prevalence and use of artificial intelligence swith-. Any
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- or business-and-stolen. Any such access, disclosure or other loss of information, including accidental or unauthorized
disclosure of information, could result in business-interruptions; remediationeosts-and-+or-legal claims —Fhis-or proceedings ,
in-tarn-liability under laws that protect the privacy of personal information . regulatory penalties, disrupt our operations,
disrupt our trading activities, or damage our reputation, which could have a material adverse effect on our eperating
financial results and negatively affect the market price of our securities and our ability to pay dividends to euwrstockholders .
In addition, although our Adviser maintains insurance coverage that may cover certain aspects of our cyber and
information security risks, such insurance coverage may be insufficient to cover all losses, such as litigation costs or
financial losses that exceed policy limits or are not covered under any of our Adviser’ s current insurance policies. The
resources required to protect our information technology and infrastructure, and to comply with the laws and
regulations related to data and privacy protection, are subject to uncertainty. Even in circumstances where we are able
to successfully protect such technology and infrastructure from attacks, we may incur significant expenses in connection
with our responses to such attacks. In addition, recent well- publicized security breaches have led to enhanced
government and regulatory scrutiny of the measures taken by companies to protect against cyber- security attacks, and
may in the future result in heightened cyber- security requirements and / or additional regulatory oversight. As
cybersecurity threats and government and regulatory oversight of associated risks continue to evolve, we may be
required to expend additional resources to enhance or expand upon the security measures we currently maintain. Any
such actions may adversely impact our results of operations and financial condition. Furthermore, if some of our or our
Adviser’ s employees are required to work remotely in the future due to pandemics or infectious diseases, or if we or our
Adviser allow permanent or significant remote work by any of our or its employees, there may be an increased risk of
disruption to our operations because they may be utilizing residential networks and infrastructure which may not be as
secure as in our office environment . Breaches of our data security could materially harm our business and reputation. We
collect and retain certain personal information provided by our residents and prospective residents. In addition, our Sponsor
engages third- party service providers that may collect and hold personally identifiable information of our residents or
prospective residents . While security measures to protect the confidentiality of this information are in place, we can provide
no assurance that we will be able to prevent unauthorized access to this information. Any breach of our data security measures
and / or loss of this information may result in legal liability and costs (including damages and penalties), as well as damage to
our reputation, that could materially and adversely affect our business and financial performance . As the techniques used to
obtain unauthorized access to information technology systems become more varied and sophisticated and the occurrence
of such breaches becomes more frequent, we and our third- party service providers and other third parties may be
unable to adequately anticipate these techniques or breaches or implement appropriate preventative measures. Any
failure to prevent cybersecurity breaches and maintain the proper function, security and availability of our or our third
party service providers’ and other third parties’ information technology systems could interrupt our operations, damage
our reputation and brand, damage our competitive position, make it difficult for us to attract and retain residents or
other tenants, and subject us to liability claims or regulatory penalties that could adversely affect our business, financial
condition and results of operations. Changes in accounting rules and other policy or regulatory changes could occur at
any time and could impact us in significantly negative ways that we are unable to predict or protect against. The SEC,
Financial Accounting Standards Board (“ FASB ) and other regulatory bodies that establish the accounting rules
applicable to us have proposed or enacted a wide array of changes to accounting rules over the last several years.
Moreover, in the future, these regulators may propose additional changes that we do not currently anticipate. Changes
to accounting rules that apply to us could significantly impact our business or our reported financial performance in
negative ways that we cannot predict or protect against. We cannot predict whether any changes to current accounting
rules will occur or what impact any codified changes will have on our business, results of operations, liquidity or
financial condition. The recent change in the U. S. Presidential Administration and changes in Congress could result in
significant policy changes or regulatory uncertainty in our industry. While it is not possible to predict when and whether
significant policy or regulatory changes would occur, any such changes on the federal, state or local level could
significantly impact, among other things, our operating expenses, the availability of financing, interest rates, the
economy and the geopolitical landscape. To the extent that the new government administration takes action by
proposing and / or passing regulatory policies that could have a negative impact on our industry, such actions may have




a material adverse effect on our business, results of operations, liquidity and financial condition . Acts of violence could
decrease the value of our assets and could have an adverse effect on our business and results of operations. Our apartment
communities could directly or indirectly be the location or target of actual or threatened terrorist attacks, crimes, shootings or
other acts of violence, the occurrence of which could impact the value of our communities through damage, destruction, loss or
increased security costs, as well as result in operational losses due to reduced rental demand, and the availability of insurance
may be limited or may be subject to substantial costs. If such an incident were to occur at one of our apartment communities, we
may also become subject to significant liability claims, some of which may exceed our insurance coverage for general liability.
In addition, the adverse effects that actual or threatened terrorist attacks could have on national economic conditions, as well as
economic conditions in the markets in which we operate, could similarly have a material adverse effect on our business and
results of operations. The direct and indirect impacts of climate change may adversely affect our business. We have been and
may continue to be adversely impacted by the direct consequences of climate change, such as property damage due to increases
in the frequency, duration and severity of extreme weather events, such as hurricanes and floods. Similarly, changes in
precipitation levels could lead to increases in droughts or wildfires that could adversely impact demand for our communities.
The increases in property damage due to these events have also contributed to the increases in costs we have faced in property
insurance. In addition, changes in federal, state and local legislation and regulation based on concerns about climate change
could result in delays and increased costs to complete our rehabilitation projects and increased capital expenditures on our
existing properties (for example, to improve their energy efficiency and / or resistance to inclement weather) without a
corresponding increase in revenue, and, as a result, adversely impact our financial results and operations. Legal proceedings that
we become involved in from time to time could adversely affect our business. As an owner and operator of multifamily
apartment communities, we may become involved in various legal proceedings, including, but not limited to, proceedings related
to commercial, employment, environmental, securities, shareholder, tenant or tort legal issues, some of which could result in a
class action lawsuit. Legal proceedings, if decided adversely to or settled by us, and not covered by insurance, could result in
liability material to our financial condition, results of operations or cash flows. Likewise, regardless of outcome, legal
proceedings could result in substantial costs and expenses, affect the availability or cost of some of our insurance coverage and
significantly divert the attention of our management. There can be no assurance that we will be able to prevail in, or achieve a
favorable settlement of, any pending or future legal proceedings to which we become subject. Our business could be harmed if
we are unable to effectively integrate and use artificial intelligence. If we are unable to remain competitive by integrating
and using artificial intelligence, our business could be harmed. In addition to competitive risks, the incorporation of
artificial intelligence into our technological framework poses ethical and cybersecurity risks, as well as the regulatory
risks associated with compliance with state and national laws and regulations.



