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$281.940 $89.382 $1.058,505

s262,324 $277:924 $83.222 056,450 $987.630
2006 2007
2006 2007 2008 2008 2006 2007 2008
$(29,820)
Total Revenue Funds (Deficit) From Operations Shareholders’ Equity
(in thousands) (in thousands) (in thousands)
Financial Highlights
Year Ended December 31,
(dollars in thousands, except per share and apartment unit data) 2008 2007 2006
Statements of Operations Data
Rental Revenue $ 266,204 $ 262436 $ 247212
Other Revenue $ 15,736 $ 14,888 $ 15,112
Total Revenue $ 281,940 $ 277,324 $ 262,324
Net Operating Income!!) $ 145,632 3 143,167 $ 135942
Income (Loss) from Continuing Operations $ (95,823) $ 103,845 $ 19,788
Income from Discontinued Operations (including gains on sales) $ 87,171 $ 74,854 3 81,681
Net Income (Loss) Availabie to Common Shareholders $ (16,289) 3 171,062 $ 93,832
Funds (Deficit) from Operations'? $ (29,820) 3 89,382 $ 83,222
Dividends and Distributions Paid - Common and Preferred $ 87,524 $ 87,285 $ 86,234
Per Common Share Data
Net Income (Loss) Available to Common Shareholders
Basic $ 0.37) $ 3.93 3 2.19
Diluted $ (0.37) $ 3.88 3 2.15
Funds (Deficit) from Operations®
Basic $ (0.67) $ 2.03 $ 1.91
Diluted $ (0.67) $ 2.00 3 1.87
Common Dividends Declared $ 1.55 $ 1.80 $ 1.80
Balance Sheet Data
Real Estate Assets, before accumulated depreciation $ 2,679,344 $ 2.677,869 $ 2,580,092
Real Estate Assets, net of accumulated depreciation $ 2,083,151 $ 2,111,612 $ 2,028,580
Total Assets $ 2,252,655 $ 2,268,141 $ 2,116,647
Total Indebtedness $ 1,112,913 $ 1,059,066 $ 1,033,779
Shareholders’ Equity $ 987,630 $ 1,058,505 $ 956,454
Other Data
Number of Stabilized Apartment Units Owned 18,785 19.404 20,019
Average Economic Occupancy (fully stabilized communities)® 94.4% 94.7% 94.7%

(1) Net operating income ("NOI") is defined as total property rental and other revenues Sfrom continuing operations less property operating and
maintenance expenses (exclusive of depreciation, amortization and interest). NOI is a non-GAAP (generally accepted accounting principles)
financial measure. A discussion of NOI and a reconciliation of consolidated NOI to net income is included on page 94 of our Annual Report on Form
10-K.

(2) Funds (deficit) from operations (“FFO") is a supplemental non-GAAP. financial measure used to measure the operating performance of equity
REITs. A discussion of FFO and a reconciliation of FFO to net income available to common shareholders is included on page 58 of our Annual
Report on Form 10-K. FFO per share is calculated by dividing FFO by the weighted-average shares and units outstanding for the period.

(3) Calculated based on fully stabilized communities as defined for each year (unadjusted for the impact of assets designated as held for sale, assets
converted into for-sale condominiums and assets placed under rehabilitation in subsequent periods).
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PARTI
ITEM1.  BUSINESS
The Company

Post Properties, Inc. and its subsidiaries develop, own and manage upscale multi-family apartment communities in
selected markets in the United States. As used in this report, the term “Company” includes Post Properties, Inc. and its
subsidiaries, including Post Apartment Homes, L.P. (the “Operating Partnership”), unless the context indicates otherwise.
The Company, through its wholly-owned subsidiaries, is the general partner and owns a majority interest in the Operating
Partnership which, through its subsidiaries, conducts substantially all of the on-going operations of the Company. At
December 31, 2008, approximately 38.9%, 21.0%, 12.6% and 10.4% (on a unit basis) of the Company’s communities
were located in the Atlanta, Georgia, Dallas, Texas, the greater Washington, D.C. and Tampa, Florida metropolitan areas,
respectively. At December 31, 2008, the Company owned 21,189 apartment units in 58 apartment communities, including
1,747 apartment units in five communities held in unconsolidated entities and 1,736 apartment units in five communities
currently under construction and/or in lease-up. The Company is also developing and selling 361 for-sale condominium
homes in three communities (including 129 units in one community held in an unconsolidated entity) and is converting
apartment homes in two communities initially consisting of 349 units into for-sale condominium homes through a taxable
REIT subsidiary. The Company is a fully integrated organization with multi-family development, operations and asset
management expertise. The Company has approximately 659 employees, 17 of whom are parties to a collective
bargaining agreement.

The Company is a self-administrated and self-managed equity real estate investment trust (a “REIT”). A REIT is a legal
entity which holds real estate interests and is generally not subject to federal income tax on the income it distributes to its
shareholders.

The Company’s and the Operating Partnership’s executive offices are located at 4401 Northside Parkway, Suite 800,
Atlanta, Georgia 30327 and their telephone number is (404) 846-5000. Post Properties, Inc., a Georgia corporation, was
incorporated on January 25, 1984, and is the successor by merger to the original Post Properties, Inc., a Georgia
corporation, which was formed in 1971. The Operating Partnership is a Georgia limited partnership that was formed in
July 1993 for the purpose of consolidating the operating and development businesses of the Company and the Post®
apartment portfolio described herein.

The Operating Partnership

The Operating Partnership, through the operating divisions and subsidiaries described below, is the entity through which
all of the Company’s operations are conducted. At December 31, 2008, the Company, through wholly-owned subsidiaries,
controlled the Operating Partnership as the sole general partner and as the holder of 99.5% of the common units in the
Operating Partnership (the “Common Units”) and 100% of the preferred units (the “Perpetual Preferred Units™). The other
limited partners of the Operating Partnership who hold Common Units are those persons who, at the time of the
Company’s initial public offering, elected to hold all or a portion of their interests in the form of Common Units rather
than receiving shares of common stock. Holders of Common Units may cause the Operating Partnership to redeem any of
their Common Units for, at the option of the Operating Partnership, either one share of Common Stock or cash equal to
the fair market value thereof at the time of such redemption. The Operating Partnership presently anticipates that it will
cause shares of common stock to be issued in connection with each such redemption (as has been done in all redemptions
to date) rather than paying cash. With each redemption of outstanding Common Units for common stock, the Company’s
percentage ownership interest in the Operating Partnership will increase. In addition, whenever the Company issues shares
of common and preferred stock, the Company will contribute any net proceeds to the Operating Partnership, and the
Operating Partnership will issue an equivalent number of Common Units or Perpetual Preferred Units, as appropriate, to
the Company.

As the sole shareholder of the Operating Partnership’s sole general partner, the Company has the exclusive power under
the limited partnership agreement of the Operating Partnership to manage and conduct the business of the Operating
Partnership, subject to the consent of a majority of the outstanding Common Units in connection with the sale of all or
substantially all of the assets of the Operating Partnership or in connection with a dissolution of the Operating Partnership.
The board of directors of the Company manages the affairs of the Operating Partnership by directing the affairs of the
Company. In general, the Operating Partnership cannot be terminated, except in connection with a sale of all or
substantially all of the assets of the Company, until January 2044 without the approval of each limited partner who
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received Common Units of the Operating Partnership in connection with the Company’s initial public offering. The
Company’s indirect limited and general partner interests in the Operating Partnership entitle it to share in cash
distributions from, and in the profits and losses of, the Operating Partnership in proportion to the Company’s percentage
interest in the Operating Partnership and indirectly entitle the Company to vote on all matters requiring a vote of the
Operating Partnership.

As part of the formation of the Operating Partnership, a holding company, Post Services, Inc. (“Post Services”) was
organized as a separate corporate subsidiary of the Operating Partnership. Through Post Services and its subsidiaries, the
Operating Partnership develops and sells for-sale condominium homes and provides other services to third parties. Post
Services is a “taxable REIT subsidiary” as defined in the Internal Revenue Code. The Operating Partnership owns 100%
of the voting and nonvoting common stock of Post Services, Inc.

Conclusion of Strategic Process and Strategies to Enhance Shareholder Value

On January 23, 2008, the Company announced that its board of directors had authorized management, working with
financial and legal advisors, to initiate a formal process to pursue a possible business combination or other sale transaction
and to seek proposals from potentially interested parties. In the first half of 2008, the Company incurred approximately
$8,161 of strategic review costs related to this process. The Board announced on June 25, 2008 that the process had
concluded without a business combination or other sale transaction due to the increasingly difficult market environment
and a lack of definitive proposals. At that same time, the board reaffirmed its commitment to actively pursue other
strategies to enhance shareholder value through the following strategies, in addition to its business strategies discussed
later:

* Realizing value through asset sales, the proceeds of which can be used to repay debt, pay potential special
dividends or repurchase shares, and fund committed investments,

» Cutting costs by reducing corporate overhead, gross development overhead and property management expenses,

¢ Focusing the Company by evaluating the number of markets within which it operates, and the appropriate size of
its development pipeline, and

* Pursuing construction loan financing and joint venture equity to fund development activity.

Since the start of the third quarter of 2008, conditions in the global capital markets and the U.S. economy have continued
to deteriorate. The U.S. federal government has nationalized government-sponsored mortgage entities, Fannie Mae and
Freddie Mac, and has taken other substantive actions to stabilize U.S. financial institutions, capital markets and the
economy. In response to these events, the Company has adjusted the timing of its strategic priorities discussed further
below by deferring further substantive activities on its pre-development pipeline and by focusing on maintaining the
relative strength of its balance sheet and the liquidity necessary to fund its operations, including its active pipeline of
development projects under construction and its near-term debt maturities.

Business Strategy

The Company’s mission is to deliver superior satisfaction and value to its residents, associates and investors, with a vision
to be the first choice in quality multi-family living. Key elements of the Company’s business strategy, as may be adjusted

from time to time in response to current conditions in the global markets and the U.S. economy discussed later, are as
follows:

Investment, Disposition and Acquisition Strategy

The Company’s investment, disposition and acquisition strategy is aimed to achieve a real estate portfolio that has
uniformly high quality, low average age properties and cash flow diversification. The Company’s plans to achieve its
objectives have included reducing its asset concentration in Atlanta, Georgia, while at the same time, building critical
mass in other core markets where it may currently lack the portfolio size to achieve operating efficiencies and the full
value of the Post® brand. The Company defines critical mass for this purpose as at least 2,000 apartment units or $200
million of investment in a particular market.

The Company’s plans to achieve its objectives have included selling older and less competitively located properties, and it
may also consider selling joint venture interests in some of its core properties, depending on market conditions. The
Company expects that this strategy will provide capital to reinvest in new communities in dynamic neighborhoods and

may also allow for leveraged returns through joint venture structures that preserve Post® branded property and asset
management.
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The Company is focusing on a limited number of major cities and has regional value creation capabilities. The Company has
investment and development personnel to pursue acquisitions, development, rehabilitations and dispositions of apartment
communities and select multi-family for-sale (condominium) opportunities that are consistent with its market strategy. The
Company’s value creation capabilities include the regional value creation teams in Atlanta, Georgia (focusing on the
Southeast), Washington, DC (focusing on the mid-Atlantic market and New York, New York) and Dallas, Texas (focusing
on the Southwest, currently limited to the Texas market). The Company operates in ten markets as of December 31, 2008. In
one of those markets, Raleigh, North Carolina, the Company currently only holds land for future investment and sale and has
no operating apartment assets.

Key elements of the Company’s investment and acquisition strategy include instilling a disciplined team approach to
development and acquisition decisions and selecting sites and properties in infill suburban and urban locations in strong
primary markets that serve the higher-end multi-family consumer. The Company plans to develop, construct and
continually maintain and improve its apartment communities consistent with quality standards management believes are
synonymous with the Post® brand. New acquisitions will be limited to properties that meet, or that are expected to be
repositioned and improved to meet, its quality and location requirements. The Company will generally pursue acquisitions
either to rebalance its property portfolio, using the proceeds of asset sales to redeploy capital in markets where critical
mass is desired, or to pursue opportunistic purchases on a selective basis where market conditions warrant.

Post® Brand Name Strategy

The Post® brand name has been cultivated for more than 37 years, and its promotion has been integral to the Company’s
success. Company management believes that the Post® brand name is synonymous with quality upscale apartment
communities that are situated in desirable locations and that provide a high level of resident service. The Company
believes that it provides its residents with a high level of service, including attractive landscaping and numerous
amenities, including controlled access, high-speed connectivity, on-site business centers, on-site courtesy officers, urban
vegetable gardens and fitness centers at a number of its communities.

Key elements in implementing the Company’s brand name strategy include extensively utilizing the trademarked brand
name and coordinating its advertising programs to increase brand name recognition. During recent years, the Company
implemented new internet-based marketing, started new customer service programs designed to maintain high levels of
resident satisfaction and provided employees and residents new opportunities for community involvement, all intended to
enhance what it believes is a valuable asset.

Service and Associate Development Strategy

The Company’s service orientation strategy includes utilizing independent third parties to periodically measure resident
satisfaction and providing performance incentives to its associates linked to delivering a high level of service and
enhancing resident satisfaction. The Company also achieves its objective by investing in the development and
implementation of training programs focused on associate development, improving the quality of its operations and the
delivery of resident service.

Operating Strategy

The Company’s operating strategy includes striving to be an innovator and a leader in anticipating customer needs while
achieving operating consistency across its properties. The Company also will continue to explore opportunities to improve
processes and technology that drive efficiency in its business. Since 2005, the Company implemented new property
operating, centralized procurement and revenue pricing software for this purpose.

Financing and Liquidity Strategy

The Company’s financing and liquidity strategy has been to maintain a strong balance sheet and to maintain its investment
grade credit rating. The Company’s plans to achieve its objectives have included generally limiting total effective leverage
(debt and preferred equity) as a percentage of undepreciated real estate assets to not more than 55%, generally limiting
variable rate indebtedness as a percentage of total indebtedness to not more than 25% of aggregate indebtedness, and
maintaining adequate liquidity through its unsecured lines of credit. At December 31, 2008, the Company’s total effective
leverage (debt and preferred equity) as a percentage of undepreciated real estate assets and its total variable rate indebtedness
as a percentage of total indebtedness were below these percentages. In response to conditions in the global capital markets
and the U.S. economy, the Company has adapted its financing strategy of managing its balance sheet to stay in front of short-
term liquidity requirements, including scheduled debt maturities and remaining development spending, by maintaining
substantial unused line capacity and available cash equivalents primarily through additional secured debt financings.

Operating Divisions

The major operating divisions of the Company include Post Apartment Management, Post Investment Group and Post
Corporate Services. Each of these operating divisions is discussed below.
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Post Apartment Management

Post Apartment Management is responsible for the day-to-day operations of all Post® communities including community
leasing, property management, personnel recruiting, training and development, maintenance and security. Post Apartment
Management also conducts short-term corporate apartment leasing activities and is the largest division in the Company
(based on the number of employees).

Post Investment Group

Post Investment Group is responsible for all development, acquisition, rehabilitation, disposition, for-sale (condominium)
and asset management activities of the Company. For development, this includes site selection, zoning and regulatory
approvals, project design and construction management. This division is also responsible for apartment community
acquisitions as well as property dispositions and strategic joint ventures that the Company undertakes as part of its
investment strategy. The division recommends and executes major value added renovations and redevelopments of
existing communities.

Post Corporate Services

Post Corporate Services provides executive direction and control to the Company’s other divisions and subsidiaries and
has responsibility for the creation and implementation of all Company financing, capital and risk management strategies.
All accounting, management reporting, compliance, information systems, human resources, legal, risk management and
insurance services required by the Company and all of its affiliates are centralized in Post Corporate Services.

Operating Segments

The Post Apartment Management division of the Company manages the owned apartment communities based on the
operating segments associated with the various stages in the apartment ownership lifecycle. The Company’s primary
operating segments are described below. In addition to these segments, all commercial properties and other ancillary
service and support operations are reviewed and managed separately and in the aggregate by Company management.

* Fully stabilized communities - those apartment communities which have been stabilized (the earlier of the point at
which a property reaches 95% occupancy or one year after completion of construction) for both the current and
prior year.

*  Communities stabilized during prior year - communities which reached stabilized occupancy in the prior year.

* Development, rehabilitation and lease-up communities - those communities that are under development,
rehabilitation and in lease-up but were not stabilized by the beginning of the current year, including communities
that stabilized during the current year.

* Condominium conversion and other communities - those portions of existing apartment communities being
converted into condominiums and other communities converted to joint venture ownership that are reflected in
continuing operations under Statement of Financial Accounting Standards (“SFAS”) No. 144 (see note 1 to the
consolidated financial statements).

* Acquired communities - those communities acquired in the current or prior year.

A summary of segment operating results for 2008, 2007 and 2006 is included in note 15 to the Company’s consolidated
financial statements. Additionally, segment operating performance for such years is discussed in Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in this annual report on Form 10-K.

Summary of Investment and Disposition Activity

During the five-year period from January 1, 2004 through December 31, 2008, the Company and its affiliates have
developed and completed 746 apartment units in three apartment communities and sold 27 apartment communities
containing an aggregate of 11,375 apartment units (including a joint venture interest in three apartment communities
consisting of 1,202 units). During the same period, the Company acquired six apartment communities containing 1,837
units. The Company and its affiliates have sold apartment communities after holding them for investment periods that
generally range up to twenty years after acquisition or development. The following table shows a summary of the
Company’s development and sales activity during these periods.
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2008 2007 2006 2005 2004

Units developed andcompleted ............................... 307 439 - -
350 669 (4) 319 499

Unitsacquired .. ......... .. ... ... .. ... -
Unitssold ... . (1,093) (807) (2) (1,342) (5 (3.051) () (3,880)
Units sold as condominiums or currently being converted into for-sale

condominiums . ........... .. - - - (731) (8) -
Total units completed and owned by the Company and its affiliates

(including units held for sale) atyear-end ..................... 19,760 (1) 20,546 (3) 20,564 (6) 21,237 (9) 24,700
Total revenues from continuing operations (in thousands) .......... $ 281,940 $ 277324 $ 262,324 $ 244387 $ 231312

(1) Excludes 994 units currently under development and 435 units in lease-up at December 31, 2008.

(2) Excludes 1,202 units in three apartment communities that were converted to joint venture ownership where the Company retained a 25% ownership
interest.

(3) Excludes 1,937 units under development or in lease-up at December 31, 2007.

(4)  Excludes 150 units in lease-up. as the community was undergoing renovation upon purchase.

(5) Includes a net reduction of two apartment units to reflect the addition of four apartment units at one community and a reduction of six apartment
units at another community to facilitate an expansion.

(6) Excludes 1,181 apartment units under development or in lease-up at December 31, 2006.

(7) Includes reduction of four apartment units that were combined with other units.

(8) Represents all units within communities that began conversion into condominiums in 2005. Of these units, 219, 282 and 106 units were sold in
2005, 2006 and 2007 respectively.
(9) Excludes 205 apartment units under development at December 31, 2005.

Current Development Activity

At December 31, 2008, the Company had four communities under development containing 1,429 apartment units, and 276
for-sale condominium homes under development in two communities (including 129 units in one community held in an
unconsolidated entity). In addition, the Company completed construction of one community containing 307 apartment
units during the fourth quarter of 2008. These communities are summarized in the table below ($ in millions).

Costs
Company Incurred
Number Company Estimated Share of as of
Community Location of Units Retail Sq. Ft.  Ownership Cost Est. Cost 12/31/08
Apartments: ’ (Company Share)
Post Alexander™ Atlanta, GA 307 - 100% $ 573 $ 573 $ 573
Post Eastside™ Dallas, TX 435 37,900 100% 56.7 56.7 538
Post Frisco Bridges™ Dallas, TX 269 29,000 100% 413 413 26,6
Post Park® Wash. DC 396 1,700 100% 84.7 847 489
Post West Austin™ Austin, TX 329 - 100% 53.2 53.2 330
Total Apartments 1.736 68,600 $ 2932 $ 2932 $ 2196
Condominiums:
The Ritz-Carlton Residences,
Atlanta, Buckhead (4) Atlanta, GA 129 - 62.5% (4) $ 1153 $ 816 $ 371
Four Seasons Residences Austin, TX 147 8.000 100% 1335 133.5 509
Total Condominiums 276 8,000 $ 24838 $ 2151 $ 880
Quarter Estimated
Quarter of Quarter of Units
of Const.  First Units Stabilized Units Under Units
Community Start Available Occupancy (1) Leased (2) Contract (3) Closed (2)
Apartments:
Post Alexander™ 2Q 2006 1Q 2008 2Q 2009 215 N/A N/A
Post Eastside™ 4Q 2006 2Q 2008 1Q 2010 157 N/A N/A
Post Frisco Bridges™ 3Q 2007 2Q 2009 2Q 2010 - N/A N/A
Post Park® 4Q 2007 2Q 2009 3Q 2010 - N/A N/A
Post West Austin"™ 4Q 2007 2Q 2009 2Q 2010 - N/A N/A
Total Apartments 372
Condominiums:
The Ritz-Carlton Residences,
Atlanta, Buckhead (4) 3Q 2007 4Q 2009 N/A N/A - -
Four Seasons Residences 1Q 2008 1Q 2010 N/A N/A 61 -
Total Condominiums 61 -
Post Properties, Inc. 5
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(1) The Company defines stabilized occupancy as the earlier to occur of (i) the attainment of 95% physical occupancy on the first day of any month or
(ii) one year after completion of construction.

(2) As of February 2, 2009.

{3) As of February 2, 2009, represents the total number of units under contract for sale upon completion and delivery of the units. There can be no
assurance that condominium units under contract will close.

(4) The amounts reflected for this project represent the condominium portion of a mixed-use development currently being developed in an entity owned
with other third-party developers. The condominium portion of the project is owned through a joint venture with an Atlanta-based condominium
development partner and is branded as The Ritz-Carlton Residences, Atlanta, Buckhead.

Competition

All of the Company’s apartment and for-sale (condominium) communities are located in developed markets that include
other upscale apartments and for-sale (condominium) projects owned by numerous public and private companies. Some of
these companies may have substantially greater resources and greater access to capital than the Company, allowing them
to grow at rates greater than the Company. The number of competitive upscale apartment and for-sale (condominium)
properties and companies in a particular market could have a material effect on the Company’s ability to lease apartment
units at its apartment communities, including any newly developed or acquired communities, and on the rents charged,
and could have a material effect on the Company’s ability to sell for-sale (condominium) units and on the selling prices of
such units. In addition, other forms of residential properties, including single family housing and town homes, provide
housing alternatives to potential residents of upscale apartment communities or potential purchasers of for-sale
(condominium) units.

The Company competes for residents in its apartment communities based on its high level of resident service, the quality
of its apartment communities (including its landscaping and amenity offerings) and the desirability of its locations.
Resident leases at its apartment communities are priced competitively based on market conditions, supply and demand
characteristics, and the quality and resident service offerings of its communities. The Company does not seek to compete
on the basis of providing the low-cost solution for all residents.

Americans with Disabilities Act and Fair Housing Act

The Company’s multi-family housing communities and any newly acquired multi-family housing communities must
comply with Title III of the Americans with Disabilities Act (the “ADA”) to the extent that such properties are “public
accommodations” and/or “commercial facilities” as defined by the ADA. Compliance with the ADA requirements could
require removal of structural barriers to handicapped access in certain public areas of the Company’s multi-family
housing communities where such removal is readily achievable. The ADA does not, however, consider residential
properties, such as multi-family housing communities, to be public accommodations or commercial facilities, except to
the extent portions of such facilities, such as the leasing office, are open to the public. The Company must also comply
with the Fair Housing Act (the “FHA"), which requires that apartment communities first occupied after March 13, 1991
be accessible to persons with disabilities.

Noncompliance with the FHA and ADA could result in the imposition of fines, awards of damages to private litigants,
payment of attorneys’ fees and other costs to plaintiffs, substantial litigation costs and substantial costs of remediation.
Compliance with the FHA could require removal of structural barriers to handicapped access in a community, including
the interiors of multi-family housing units covered under the FHA. In addition to the ADA and FHA, state and local laws
exist that impact the Company’s multi-family housing communities with respect to access thereto by persons with
disabilities. Further, legislation or regulations adopted in the future may impose additional burdens or restrictions on the
Company with respect to improved access by persons with disabilities. The ADA, FHA, or other existing or new
legislation may require the Company to modify its existing properties. These laws may also restrict renovations by
requiring improved access to such buildings or may require the Company to add other structural features that increase its
construction costs.

Within the past two years, there has been heightened scrutiny of multi-family housing communities for compliance with
the requirements of the FHA and ADA. In November 2006, the Equal Rights Center, or ERC, filed a lawsuit against the
Company and the Operating Partnership alleging various violations of the FHA and the ADA at certain properties
designed, constructed or operated by the Company and the Operating Partnership. The ERC seeks compensatory and
punitive damages, an award of attorneys’ fees and costs of suit, as well as preliminary and permanent injunctive relief that
includes retrofitting multi-family housing units and public use areas to comply with the FHA and ADA and prohibiting
construction or sale of noncompliant units or complexes.

At this stage in the proceeding, it is not possible to predict or determine the outcome of the legal proceeding, nor is it
possible to estimate the amount of loss, if any, that would be associated with an adverse decision. The Company cannot
ascertain the ultimate cost of compliance with the ADA, FHA or other similar state and local legislation and such costs are
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not likely covered by insurance policies. The cost associated with ongoing litigation or compliance could be substantial
and could adversely affect the Company’s business, results of operations and financial condition,

Environmental Regulations

The Company is subject to federal, state and local environmental laws, ordinances, and regulations that apply to the
development of real property, including construction activities, the ownership of real property, and the operation of multi-
family apartment and for-sale (condominium) communities.

The Company has instituted a policy that requires an environmental investigation of each property that it considers for
purchase or that it owns and plans to develop. The environmental investigation is conducted by a qualified third-party
environmental consultant in accordance with recognized industry standards. The environmental investigation report is
reviewed by the Company and counsel prior to purchase and/or development of any property. If the environmental
investigation identifies evidence of potentially significant environmental contamination that merits additional
investigation, sampling of the property is performed by the environmental consultant,

If necessary, remediation or mitigation of contamination, including removal of contaminated soil and/or underground
storage tanks, placement of impervious barriers, or creation of land use or deed restrictions, is undertaken either prior to
development or at another appropriate time. When performing remediation activities, the Company is subject to a variety
of environmental requirements. In some cases, the Company obtains state approval of the selected remediation and
mitigation measures by entering into voluntary environmental cleanup programs administered by state agencies.

In developing properties and constructing apartment and for-sale (condominium) communities, the Company utilizes
independent environmental consultants to determine whether there are any flood plains, wetlands or other environmentally
sensitive areas that are part of the property to be developed. If flood plains are identified, development and construction
work is planned so that flood plain areas are preserved or alternative flood plain capacity is created in conformance with
federal and local flood plain management requirements. If wetlands or other environmentally sensitive areas are
identified, the Company plans and conducts its development and construction activities and obtains the necessary permits
and authorizations in compliance with applicable legal standards. In some cases, however, the presence of wetlands and/or
other environmentally sensitive areas could preclude, severely limit, or otherwise alter the proposed site development and
construction activities.

Storm water discharge from a construction site is subject to the storm water permit requirements mandated under the
Clean Water Act. In most jurisdictions, the state administers the permit programs. The Company currently anticipates that
it will be able to obtain and materially comply with any storm water permits required for new development. The Company
has obtained and is in material compliance with the construction site storm water permits required for its existing
development activities.

The Comprehensive Environmental Response, Compensation, and Liability Act (“CERCLA”) and comparable state laws
subject the owner or operator of real property or a facility and persons who arranged for off-site disposal activities to
claims or liability for the costs of removal or remediation of hazardous substances that are released at, in, on, under, or
from real property or a facility. In addition to claims for cleanup costs, the presence of hazardous substances on or the
release of hazardous substances from a property or a facility could result in a claim by a private party for personal injury
or property damage or could result in a claim from a governmental agency for other damages, including natural resource
damages. Liability under CERCLA and comparable state laws can be imposed on the owner or the operator of real
property or a facility without regard to fault or even knowledge of the release of hazardous substances and other regulated
materials on, at, in, under, or from the property or facility. Environmental liabilities associated with hazardous substances
also could be imposed on the Company under other applicable environmental laws, such as the Resource Conservation
and Recovery Act (and comparable state laws), or common-law principles. The presence of hazardous substances in
amounts requiring response action or the failure to undertake necessary remediation may adversely affect the owner’s
ability to use or seil real estate or borrow money using such real estate as collateral.

Various environmental laws govern certain aspects of the Company’s ongoing operation of its communities. Such
environmental laws include those regulating the existence of asbestos-containing materials in buildings, management of
surfaces with lead-based paint (and notices to residents about the lead-based paint), use of active underground petroleum
storage tanks, and waste-management activities. The failure to comply with such requirements could subject the Company
to a government enforcement action and/or claims for damages by a private party.
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The Company has not been notified by any governmental authority of any material noncompliance, claim, or liability in
connection with environmental conditions associated with any of its apartment and for-sale (condominium) communities.
The Company has not been notified of a material claim for personal injury or property damage by a private party relating
to any of its apartment and for-sale (condominium) communities in connection with environmental conditions. The
Company is not aware of any environmental condition with respect to any of its apartment and for-sale (condominium)
communities that could be considered to be material.

It is possible, however, that the environmental investigations of the Company’s properties might not have revealed all
potential environmental liabilities associated with the Company’s real property and its apartment and for-sale
(condominium) communities or the Company might have underestimated any potential environmental issues identified in
the investigations. It is also possible that future environmental laws, ordinances, or regulations or new interpretations of
existing environmental laws, ordinances, or regulations will impose material environmental liabilities on the Company;
the current environmental conditions of properties that the Company owns or operates will be affected adversely by
hazardous substances associated with other nearby properties or the actions of third parties unrelated to the Company; or
our residents and/or commercial tenants may engage in activities prohibited by their leases or otherwise expose the
Company to liability under applicable environmental laws, ordinances, or regulations. The costs of defending any future
environmental claims, performing any future environmental remediation, satisfying any such environmental liabilities, or
responding to any changed environmental conditions could materially adversely affect the Company’s financial conditions
and results of operations.

Where You Can Find More Information

The Company makes its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all
amendments to such reports filed pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended,
available (free of charge) on or through its Internet website, located at http://www.postproperties.com, as soon as reasonably
practicable after they are filed with or furnished to the SEC.

ITEM 1A. RISK FACTORS
(Dollars in thousands, except per share amounts)

The following risk factors apply to the Company and the Operating Partnership. All indebtedness described in the risk
factors has been incurred by the Operating Partnership.

The economic slowdown in the U.S. and the decline in the condominium and single family housing markets have
affected and may continue to affect the Company’s financial condition and results of operations.

There has been a significant decline in economic growth, both in the U.S. and globally, in the second half of 2008 and
beginning of 2009. The trends in both the real estate development industry and the U.S. economy continue to be
unfavorable. These trends affect the Company’s revenues from its apartment communities. The Company’s apartment
communities compete with more affordable apartments in most markets. The Company’s ability to lease its units in these
communities at favorable rates, or at all is dependent upon the overall level of spending, which is affected by, among
other things, employment levels, recession, personal debt levels, the recent slowdown in the housing market, stock market
volatility and uncertainty about the future. The Company may be disproportionately vulnerable to reduced spending
arising from this overall downturn as compared to owners of lower cost apartment communities. The rental of excess
for-sale condominiums and single family homes in an already competitive multi-family market may also reduce the
Company’s ability to lease its apartment units and depress rental rates in certain markets.

The excess in for-sale condominiums in the Company’s markets also affects the Company’s profits in its for-sale
condominium business. The market for the Company’s for-sale condominium homes depends on an active demand for
new for-sale housing and high consumer confidence. Continuing decline in demand, exacerbated by tighter credit
standards for home buyers, has led to an oversupply of new for-sale housing that affects the price at which the Company is
able to sell condominium homes and the number of condominium communities that the Company is able to develop in the
future. The Company cannot predict how long demand and other factors in the real estate market will remain unfavorable,
but if the markets continue to be weak or deteriorate further, the pace of condominium sales and closings will be slow
during 2009.
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The credit crisis, global economic volatility and a recent rise in mortgage qualification requirements may affect the
Company’s financial condition and results of operations.

The current instability and tightening in the credit markets has led to an increase in spreads and pricing of secured and
unsecured debt. Continued concerns about the systemic impact of inflation, energy costs, geopolitical issues, the
availability and cost of credit and declining real estate market have contributed to increased market volatility and
diminished expectations for the global economy. Added concerns fueled by the federal government conservatorship of the
Federal Home Loan Mortgage Corporation and the Federal National Mortgage Association, as well as other federal
government interventions in the U.S. credit markets and similar events in Europe and other regions have led to increased
uncertainty and instability in global capital and credit markets. These conditions, combined with volatile oil prices,
declining business and consumer confidence and increased unemployment have contributed to global economic and
financial volatility of unprecedented levels.

Concern about the stability of the markets generally and the strength of counterparties specifically has led many lenders
and institutional investors to reduce, and in some cases, cease, to provide funding to borrowers. Continued volatility in the
credit markets may negatively impact the Company’s ability to borrow and refinance existing borrowings at acceptable
rates or at all.

Further, with respect to potential condominium home purchasers, there has been a decrease in the type of mortgage
products available and a significant increase in the qualification requirements for new mortgages. The difficulty that
potential condominium home buyers may have obtaining financing may result in a significant decrease in demand for the
Company’s condominium units, which may materially adversely affect the Company’s operations and financial results,
and the duration and severity of the effects are uncertain.

The failure of banking and financial institutions may affect the Company’s financial condition and results of
operations.

The Company’s access to funds under its revolving credit facility and other lines of credit depend on the ability of the
lenders that are parties to such facilities to meet their funding commitments to the Company. Continuing long-term
disruptions in the global economy and the continuation of tighter credit conditions among, and potential failures of, third-
party financial institutions as a result of such disruptions may have an adverse effect on the Company’s lenders. If the
Company’s lenders are not able to meet their funding commitments to the Company, the business, results of operations,
cash flows and financial condition of the Company could be adversely affected.

In addition, the Company may have cash and cash equivalents deposited in certain banking institutions that exceed
federally insured limits. A failure of any banking institution in which the Company has funds on deposit may result in a
loss of its deposits in excess of the federally insured limit. The loss of such deposits would reduce cash available to fund
operations and pay dividends.

There can be no assurance that the actions of the U.S. government, the U.S Treasury, Federal Reserve and other
governmental and regulatory bodies for the purpose of stabilizing the financial markets, or market response to
those actions, will achieve the intended effect. The Company’s business may not benefit from these actions, and
further government or market developments could adversely impact the Company.

In response to the financial issues affecting the banking system and financial markets and going concern threats to
investment banks and other financial institutions, the Emergency Economic Stabilization Act of 2008, or the EESA, was
recently enacted. The EESA provides the U.S. Secretary of Treasury with the authority to establish a Troubled Asset
Relief Program, or TARP, to purchase from financial institutions up to $700 billion of residential or commercial
mortgages and any securities, obligations, or other instruments that are based on, or related to, such mortgages, as well as
other financial instruments. In addition, the U.S. Secretary of Treasury has the authority to establish a program to
guarantee, upon request from a financial institution, the timely payment of principal and interest on these financial assets.

Additionally, in response to the decline in economic growth in the U.S. brought about by the subprime mortgage crisis and
the resulting credit crunch, the American Recovery and Reinvestment Act of 2009, or the ARRA, was recently enacted.
The ARRA is intended to provide a stimulus to the U.S. economy and includes federal tax cuts, expansion of
unemployment benefits and other social welfare provisions, and domestic spending in education, health care and
infrastructure, including the energy sector.

Post Properties, Inc. 9
Post Apartment Homes, L.P.



There can be no assurance that the EESA will have a beneficial impact on the financial markets, including current extreme
levels of volatility, or that the ARRA will have a beneficial impact on economic growth. To the extent the market does not
respond favorably to this legislation or the programs do not function as intended, the Company’s business may not receive
the anticipated positive impact from the legislation. In addition, the U.S. Government, Federal Reserve and other
governmental and regulatory bodies have taken or are considering taking other actions to address the financial crisis. It is
not possible to predict whether or when such actions may occur or what impact, if any, such actions could have on the
Company’s business, results of operations and financial condition.

Unfavorable changes in apartment markets and economic conditions could adversely affect occupancy levels and
rental rates.

Market and economic conditions in the various metropolitan areas of the United States where the Company operates,
particularly Atlanta, Georgia, Dallas, Texas, Tampa, Florida and the greater Washington, D.C. area where a substantial
majority of the Company’s apartment communities are located, may significantly affect occupancy levels and rental rates
and therefore profitability. The recent decline in economic growth may have a disproportionate impact on the Company as
discussed above. In general, factors that may adversely affect market and economic conditions include the following:

* the economic climate, which may be adversely impacted by a reduction in jobs, industry slowdowns and other
factors;

* local conditions, such as oversupply of, or reduced demand for, apartment homes;

* declines in household formation;

» favorable residential mortgage rates;

* rent control or stabilization laws, or other laws regulating rental housing, which could prevent the Company from
raising rents to offset increases in operating costs; and

* competition from other available apartments and other housing alternatives and changes in market rental rates.

Any of these factors would adversely affect the Company’s ability to achieve desired operating results from its
communities.

Development and construction risks could impact the company’s profitability.

The Company may develop and construct apartment communities and may convert existing apartment communities into
condominiums or develop for-sale (condominium) housing. In response to deteriorating conditions in the global capital
markets and the U.S. economy, the Company has recently deferred substantive activities on its pre-development pipeline
but currently intends to continue to develop its active pipeline of development projects under construction. Development
activities may be conducted through wholly-owned affiliated companies or through joint ventures with unaffiliated
parties. The Company’s development and construction activities may be exposed to the following risks:

* the Company may be unable to obtain, or face delays in obtaining, necessary zoning, land-use, building,
occupancy, and other required governmental permits and authorizations, which could result in increased
development costs;

* the Company may incur construction costs for a property that exceed original estimates due to increased
materials, labor or other costs or unforeseen environmental conditions, which could make completion of the
property uneconomical, and the Company may not be able to increase rents or for-sale (condominium) unit sales
prices to compensate for the increase in construction costs;

* the Company may abandon development opportunities that it has already begun to explore, and it may fail to
recover expenses already incurred in connection with exploring those opportunities, causing potential impairment
losses to be incurred;

* the Company has at times been and may continue to be unable to complete construction and lease-up of a
community on schedule and meet financial goals for development projects;

* because occupancy rates and rents at a newly developed community may fluctuate depending on a number of
factors, including market and economic conditions, the Company may be unable to meet its profitability goals for
that community; and

* land costs and construction costs have been volatile in the Company’s markets and may continue to be volatile in
the future and, in some cases, the costs of upgrading acquired communities have, and may continue to, exceed
original estimates and the Company may be unable to charge rents, or sales prices with respect to for-sale
(condominium) product, that would compensate for these increases in costs.
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Possible difficulty of selling apartment communities could limit the Company’s operational and financial
flexibility.

Purchasers may not be willing to pay acceptable prices for apartment communities that the Company wishes to sell. A
weak market may limit the Company’s ability to change its portfolio promptly in response to changing economic
conditions. Furthermore, general uncertainty in the real estate markets has resulted in conditions where the pricing of
certain real estate assets may be difficult due to uncertainty with respect to capitalization rates and valuations, among
other things, which may add to the difficulty of potential buyers to obtain financing to acquire such properties on
favorable terms or cause potential buyers to not complete acquisitions of such properties. Also, if the Company is unable
to sell apartment communities or if it can only sell apartment communities at prices lower than are generally acceptable,
then the Company may have to take on additional leverage in order to provide adequate capital to execute its development
and construction and acquisitions strategy. Furthermore, a portion of the proceeds from the Company’s overall property
sales in the future may be held in escrow accounts in order for some sales to qualify as like-kind exchanges under
Section 1031 of the Internal Revenue Code of 1986, as amended (the “Code”) so that any related capital gain can be
deferred for federal income tax purposes. As a result, the Company may not have immediate access to all of the cash flow
generated from property sales.

The Company is subject to increased exposure to economic and other competitive factors due to the concentration
of its investments in certain markets,

At December 31, 2008, approximately 38.9%, 21.0%, 12.6% and 10.4% (on a unit basis) of the Company’s communities
were located in the Atlanta, Georgia, Dallas, Texas, greater Washington, D.C. and Tampa, Florida metropolitan areas,
respectively. The Company has recently adopted a strategy of reducing its concentration in Atlanta, Georgia and Dallas,
Texas and building critical mass in fewer markets. The Company is currently subject to increased exposure to economic
and other competitive factors specific to its markets within these geographic areas.

Failure to generate sufficient cash flows could affect the Company’s debt financing and create refinancing risk.

The Company is subject to the risks normally associated with debt financing, including the risk that its cash flow will be
insufficient to make required payments of principal and interest. Although the Company may be able to use cash flow
generated by its apartment communities or through the sale of for-sale (condominium) housing to make future principal
payments, it may not have sufficient cash flow available to make all required principal payments and still meet the
distribution requirements that the Company must satisfy in order to maintain its status as a real estate investment trust or
“REIT” for federal income tax purposes. The following factors, among others, may affect the cash flows generated by the
Company’s apartment communities and through the sale of for-sale (condominium) housing;

= the national and local economies;

* local real estate market conditions, such as an oversupply of apartment homes or competing for-sale
(condominium) housing;

* the perceptions by prospective residents or buyers of the safety, convenience and attractiveness of the Company’s
communities and the neighborhoods in which they are located;

* the Company’s ability to provide adequate management, maintenance and insurance for its apartment
communities;

* rental expenses for its apartment communities, including real estate taxes, insurance and utilities; and

* the level of mortgage interest rates and its impact on the demand for prospective buyers of for-sale
(condominium) housing.

Expenses associated with the Company’s investment in apartment communities, such as debt service, real estate taxes,
insurance and maintenance costs, are generally not reduced when circumstances cause a reduction in cash flows from
operations from that community. If a community is mortgaged to secure payment of debt and the Company is unable to
make the mortgage payments, the Company could sustain a loss as a result of foreclosure on the community or the
exercise of other remedies by the mortgagor. The Company is likely to need to refinance at least a portion of its
outstanding debt as it matures. There is a risk that the Company may not be able to refinance existing debt or that the
terms of any refinancing will not be as favorable as the terms of the existing debt. As of December 31, 2008, the Company
had outstanding mortgage indebtedness of $527,049 (of which $33,954 matures in 2009 and $92,275 that the Company
will prepay in March 2009), senior unsecured debt of $535,000 (none of which matures in 2009 and $174,858 that the
Company repurchased in February 2009 through a tender offer) and unsecured line of credit borrowings of $50,864.
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The Company could become more highly leveraged which could result in an increased risk of default and in an
increase in its debt service requirements.

The Company’s stated goal is to generally maintain total effective leverage (debt and preferred equity) as a percentage of
undepreciated real estate assets to not more than 55%, to generally limit variable rate indebtedness as a percentage of total
indebtedness to not more than 25% of aggregate indebtedness, and to maintain adequate liquidity through the Company’s
unsecured lines of credit. At December 31, 2008, the Company’s total effective leverage (debt and preferred equity) as a
percentage of undepreciated real estate assets and the Company’s total variable rate indebtedness as a percentage of total
indebtedness were below these percentages. If management adjusts the Company’s stated goal in the future, the Company
could become more highly leveraged, resulting in an increase in debt service that could adversely affect funds from
operations, adversely affect the Company’s ability to make expected distributions to its shareholders and the Operating
Partnership’s ability to make expected distributions to its limited partners and result in an increased risk of default on the
obligations of the Company and the Operating Partnership.

In addition, the Company’s ability to incur debt is limited by covenants in bank and other credit agreements and in the
Company’s outstanding senior unsecured notes. The Company manages its debt to be in compliance with its stated policy
and with its debt covenants, but the Company may increase the amount of outstanding debt at any time without a
concurrent improvement in the Company's ability to service the additional debt. Accordingly, the Company could become
more leveraged, resulting in an increased risk of default of its debt covenants or on its debt obligations and in an increase
in debt service requirements. In addition, the Company may continue to utilize secured debt financing to replace near term
maturities of its senior unsecured notes, which could over time increase the Company’s ratio of secured debt to total assets
and increase the risk of default of related covenants in its bank credit agreements and its senior unsecured notes. Any
covenant breach or significant increase in the Company’s leverage could materially adversely affect the Company’s
financial condition and ability to access debt and equity capital markets in the future.

A downgrade in the credit rating of the Company’s securities could materially adversely affect the Company’s
business and financial condition.

The Company’s senior unsecured debt is rated investment grade by Standard & Poor’s Corporation and Moody’s
Investors Service. In determining the Company’s credit ratings, the rating agencies consider a number of both quantitative
and qualitative factors. These factors include earnings, fixed charges such as interest, cash flows, total debt outstanding,
total secured debt, off balance sheet obligations and other commitments, total capitalization and various ratios calculated
from these factors. There has been a limited market for primary issuances of unsecured debt securities for REITs in recent
months, and the pricing of these debt securities has been at significant spreads over treasury rates. Accordingly, the
Company and other multi-family REITs have pursued secured debt financing to replace near term maturities of unsecured
debt securities. To the extent primary issuances of unsecured debt securities continue not to be available at attractive rates
and the Company continues to replace unsecured debt with secured debt financing, the Company’s ratings could come
under pressure. The rating agencies also consider predictability of cash flows, business strategy and diversity, industry
conditions and contingencies. Therefore, deterioration in the Company’s operating performance could also cause the
Company’s investment grade rating to come under pressure. There can be no assurance that the Company will be able to
maintain its credit ratings or that the Company’s credit ratings will not be lowered or withdrawn in their entirety. A
negative change in the Company’s ratings outlook or any downgrade in the Company’s current investment-grade credit
ratings by the Company’s rating agencies could adversely affect the Company’s cost and/or access to sources of liquidity
and capital. Additionally, such a downgrade could, among other things, significantly increase the costs of borrowing under
the Company’s unsecured credit lines, adversely impact the Company’s ability to obtain unsecured debt or refinance its
unsecured credit lines on competitive terms in the future, or require the Company to take certain actions to support its
obligations, any of which would adversely affect the Company’s business and financial condition.

Debt financing may not be available and equity issuances could be dilutive to the company’s shareholders.

The Company’s ability to execute its business strategy depends on its access to an appropriate blend of debt financing,
including unsecured lines of credit and other forms of secured and unsecured debt, and equity financing, including
common and preferred equity.

Debt financing may not be available in sufficient amounts, or on favorable terms or at all. As discussed above, the current
instability and tightening in the credit markets may negatively impact the Company's ability to borrow and refinance
existing borrowings at acceptable rates or at all. In addition, if the Company issues additional equity securities to finance
developments and acquisitions instead of incurring debt, the interests of existing shareholders could be diluted.
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The Company may not be able to maintain its current dividend level.

The Company’s quarterly dividend payment rate to common shareholders had been $0.45 per share for the first three
quarters of 2008. The board of directors reduced the Company’s dividend payment rate to $0.20 per share for the fourth
quarter of 2008. To the extent the Company continues to pay dividends at this reduced dividend rate, the Company
currently expects that net cash flows from operations reduced by annual operating capital expenditures for 2009 should
generally fund the dividend payments to common and preferred shareholders (excluding the expected cost of the water
intrusion remediation project of approximately $45,000 in 2009), although there can be no assurances that such operating
cash flows will be sufficient in the near term. The Company would intend to use primarily line of credit borrowings and
apartment community and condominium sales to fund any additional cash flow necessary to fully fund the dividend
payments to common shareholders to the extent not funded by operating cash flows, as well as to fund the water intrusion
remediation project. The Company’s board of directors reviews the dividend quarterly, and there can be no assurance that
the current dividend level will be maintained in future periods.

The Company’s condominium conversion and for-sale (condominium) housing business involves unique business
risks and challenges.

The Company'’s ability to successfully complete a condominium conversion or other for-sale housing project, sell the
units and achieve management’s economic goals in connection with the transaction is subject to various risks and
challenges, which if they materialize, may have an adverse effect on the Company’s business, results of operations and
financial condition including:

« the inability to obtain approvals to rezone the property and releases from financing obligations and increases in
costs resulting from delays in obtaining such approvals and releases;

« understanding the costs necessary to bring a newly developed or converted for-sale (condominium) property up to
standards required for its intended market position;

» lack of demand by prospective buyers;

» oversupply of condominiums in a given market;

* the inability of buyers to qualify for financing;

+ lower than anticipated sale prices;

» the inability to close on sales of individual units under contract;

» competition from other condominiums and other types of residential housing; and

+ lability claims from condominium associations or others asserting that construction performed was defective,
resulting in litigation and/or settlement discussions.

In general, profits realized to date from the Company’s sale of condominium homes have been more volatile than the
Company’s core apartment rental operations. In addition, the Company believes that the demand of prospective buyers,
the supply and competition from other condominiums and other types of residential housing, and the level of mortgage
interest rates and the affordability of housing, among other factors, could have a significant impact on its ability to sell
for-sale units and on the sales prices achieved. If the Company is unable to sell for-sale condominium homes, the
Company could decide to rent unsold units or could cause a condominium community to revert to a rental apartment
community. If these risks were to materialize, it could cause the Company to realize impairment losses in future periods
and it could cause economic returns that are materially lower than anticipated. In addition, if the Company is unable to
sell for-sale units, the expenses and carrying costs associated with the ownership of such units would continue.

Unfavorable changes in for-sale (condominium) housing in the Company’s markets and general economic
conditions could adversely affect the profitability of the Company’s condominium conversion and newly developed
for-sale housing business.

In total, the Company has converted five apartment communities since 2003, initially consisting of 731 units (including
one held in a joint venture), into for-sale condominium homes. As of the end of 2008, three of these condominium
conversion projects were sold out. The other two projects, consisting of a 206-unit project in Tampa, FL and a 143-unit
project in Houston, TX, had, on average, closed the sales of approximately 77.9% of their total units as of February 2,
2009. Beginning in the second quarter of 2007, the Company also began closing condominium homes at its two newly
developed for-sale condominium projects, containing 230 homes. As of the end of 2008, one of these condominium
projects containing 145 homes had sold out. The remaining condominium project containing 85 homes had one
condominium home under contract and had closed 54 homes as of February 2, 2009.
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Beginning in 2007 and continuing presently, there has been a substantial decline in the condominium and single family
housing markets due to increasing supplies of such assets, weak consumer confidence, tighter credit standards for home
purchases, which the Company believes has negatively impacted the ability of prospective condominium buyers to qualify
for mortgage financing, and a significant slow down in the residential housing market in the U.S. Further, the turmoil in
the global capital markets and a significant decline in economic growth in the U.S. economy in the second half of 2008
and continuing into 2009 has resulted in a further decline in demand in the for-sale housing markets. Continuing decline in
demand, exacerbated by tighter credit standards for home buyers, has led to an oversupply of new for-sale housing that
affects the price at which the Company is able to sell condominium homes and the number of condominium communities
that the Company is able to develop in the future. In an effort to reduce its unsold inventory, the Company implemented
reduced pricing programs which have also resulted in lower condominium profits for 2008.

As a result of these factors, the pace of condominium closings began to slow in the second half of 2006 and has continued
to slow through 2007 and 2008. Additionally, a significant portion of the condominium closings at the Company’s
remaining newly developed for-sale condominium project resulted from contracts entered into during the second half of
2007 when credit standards tightened and markets increased in volatility resulting in a further slowing of the demand for
for-sale housing. The Company cannot predict how long demand and other factors in the real estate market will remain
unfavorable, but if the markets continue to be weak or deteriorate further, the pace of condominium sales and closings will
be slow during 2009. There can be no assurance of the amount or pace of future for-sale condominium sales and closings.
To the extent that condominium pricing pressure continues or worsens or we are required to hold unsold units longer than
anticipated (requiring us to continue to pay debt service), the profitability of these projects may be materially adversely
affected and it could cause the Company to realize impairment losses in future periods.

The Company’s real estate assets may be subject to impairment charges.

The Company continually evaluates the recoverability of the carrying value of its real estate assets for impairment
indicators. Factors considered in evaluating impairment of the Company’s existing real estate assets held for investment
include significant declines in property operating profits, recurring property operating losses and other significant adverse
changes in general market conditions that are considered permanent in nature. Generally, a real estate asset held for
investment is not considered impaired if the undiscounted, estimated future cash flows of the asset over its estimated
holding period are in excess of the asset’s net book value at the balance sheet date. Assumptions used to estimate annual
and residual cash flow and the estimated holding period of such assets require the judgment of management.

In years prior to 2005 as well as in 2008, the Company recorded impairment charges on assets held for investment and
assets designated as held for sale. There can be no assurance that the Company will not take additional charges in the
future related to the impairment of its assets. For the years ended December 31, 2008, 2007 and 2006, management
believes it has applied reasonable estimates and judgments in determining the proper classification of its real estate assets.
However, these estimates require the use of market data values, which are currently difficult to assess. Should external or
internal circumstances change requiring the need to shorten the holding periods or adjust the estimated future cash flows
of certain of the Company’s assets, the Company could be required to record additional impairment charges. If any real
estate asset held for investment is considered impaired, a loss is provided to reduce the carrying value of the asset to its
fair value, less selling costs. Any future impairment could have a material adverse affect on the Company’s results of
operations and funds from operations in the period in which the charge is taken.

Increased competition and increased affordability of residential homes could limit the Company’s ability to retain
its residents, lease apartment homes or increase or maintain rents.

The Company’s apartment communities compete with numerous housing alternatives in attracting residents, including
other apartment communities and single-family rental homes, as well as owner occupied single and multi-family homes.
Competitive housing in a particular area and the increasing affordability of owner occupied single and multi-family homes
caused by declining housing prices, mortgage interest rates and government programs to promote home ownership could
adversely affect the Company’s ability to retain its residents, lease apartment homes and increase or maintain rents.

Limited investment opportunities could adversely affect the Company’s growth.

The Company expects that other real estate investors will compete to acquire existing properties and to develop new
properties. These competitors include insurance companies, pension and investment funds, developer partnerships,
investment companies and other apartment REITs. This competition could increase prices for properties of the type that
the Company would likely pursue, and competitors may have greater resources than the Company. As a result, the
Company may not be able to make attractive investments on favorable terms, which could adversely affect its growth.
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Changing interest rates could increase interest costs and could affect the market price of the Company’s securities.

The Company has incurred, and expects to continue to incur, debt bearing interest at rates that vary with market interest
rates. Therefore, if interest rates increase, the Company’s interest costs will rise to the extent its variable rate debt is not
hedged effectively. Further, while the Company’s stated goal is to limit variable rate debt to not more than 25% of total
indebtedness, management may adjust these levels over time. In addition, an increase in market interest rates may lead
purchasers of the Company’s securities to demand a higher annual yield, which could adversely affect the market price of
the Company’s common and preferred stock and debt securities.

Interest rate hedging contracts may be ineffective and may result in material charges.

From time to time when the Company anticipates issuing debt securities, it may seek to limit exposure to fluctuations in
interest rates during the period prior to the pricing of the securities by entering into interest rate hedging contracts. The
Company may do this to increase the predictability of its financing costs. Also, from time to time, the Company may rely
on interest rate hedging contracts to limit its exposure under variable rate debt to unfavorable changes in market interest
rates. If the pricing of new debt securities is not within the parameters of, or market interest rates produce a lower interest
cost than the Company incurs under, a particular interest rate hedging contract, the contract may be ineffective. During the
third quarter of 2008, the Company’s outstanding interest rate swap arrangement became ineffective under generally
accepted accounting principles.

Furthermore, the settlement of interest rate hedging contracts has at times involved and may in the future involve material
charges. These charges are typically related to the extent and timing of fluctuations in interest rates. Despite the
Company’s efforts to minimize its exposure to interest rate fluctuations, the Company may not maintain coverage for all
of its outstanding indebtedness at any particular time. If the Company does not effectively protect itself from this risk, it
may be subject to increased interest costs resulting from interest rate fluctuations.

Acquired apartment communities may not achieve anticipated results.

The Company may selectively acquire apartment communities that meet its investment criteria. The Company'’s
acquisition activities and their success may be exposed to the following risks:

* an acquired community may fail to achieve expected occupancy and rental rates and may fail to perform as
expected;

* the Company may not be able to successfully integrate acquired properties and operations; and

* the Company’s estimates of the costs of repositioning or redeveloping the acquired property may prove
inaccurate, causing the Company to fail to meet its profitability goals.

Failure to succeed in new markets may limit the company’s growth.

The Company may from time to time commence development activity or make acquisitions outside of its existing market
areas if appropriate opportunities arise. The Company’s historical experience in its existing markets does not ensure that it
will be able to operate successfully in new markets. The Company may be exposed to a variety of risks if it chooses to
enter new markets. These risks include, among others:

* anin