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About Bluerock Enhanced Multlfamlly Trust( BEMT”)

BEMT was formed o acqwre a dlversmed portfollo of real -
“estate and real estate-related mvestments with-a primary
- focus on. well located mstltutlonal quality aparjment _ - s
" properties with strong and stable cash'flows. | - Received SEG

To OurVaIued Shareholders o Washmgton DC 20549 ,

Looklng back 2010 represents the start of a SO|Id foundatlon for the Bluerock Enhanced
Multlfamlly Trust We made much progressiin our first full year of operatlons and passed a
number of sugmﬂcant mllestones mcludmg the followmg :

e We acqwred |nterests in four addltlonal multifamily properties in’ 2010 brlnglng our total
¢ portfolio to five distinct properties, with ownership interests in a. total of 1,323 units, located in - .~ Yy gs .
flve geographlc markets, havmg a total portfolio value of more than $137 million. : }@i @ h lgh I ]ghts

We achleved strong operatlng performance in our portfolio; due to the successful executlon

Jeclared and paid monthly
of our busmess plan we ended the year with 95% portfollo occupancy

DT fistributions equal to an

We achleved strong quarter-over- quarter revenue growth in each period in 2010 We expect S innualized rate of 7.0% to

f',the results to be. reflected in our bottom line performance dswe achleve and grow beyond . ) areholders of record, based
.. orticalmass.” oo : LT o on a $10.00 per share

jurchase price;

'W ‘_upgra ed to the ‘Blg Four accountlng firm of KPMG,; LLP This step was part of our continuing
er to ensure the hlghest possrble levels of transparency, oversight; and accounting

mpleted the acquisition
ortfolio interests in four
r strategy of partnermg W|th leadlng local/ institutional operatmg nstitutional quality multifamily
tal alongslde :0urs in our |nvestments ThlS strategy prowdes you, roperties located in high growth

reas of the country;

Achieved 95% average
occupancy rate for portfolio;

Exhibited increased quarterly
growth of consolidated rental
venue in each quarter during
10% and

ntracted with KPMG, LLP as

W independent accounting

m and auditor to ensure highest
possible level of transparency,
oversight, and accounting
guidance for our shareholders.

BEMT has no wholly owned properties and
us, has no rental revenue directly reflected
s financial statements.



BEMT | 2010 Annual Report

eserve at Creeﬂksidei"_"
Iocated in Qhattanooga;TN.r :

The Gardens at Hlllsboro Vrllage
located |n Nashvrlle TN

Sprlnghouse at Newport News
Iocated in Newport News VA -

: Portfollo Snapshot

. 5 multlfamrly propertles ‘ '- $1378 m|II|on |n total 'purchase prrce S :
1, 3283 units P j-z Combrned 95% aggregate average ortfollooccupancy rate
1 2 mlllron square feet

[

P I?ortfol}io'_?Detail"

D‘ecéQOQ *_Springhouse at Newport News Newpbrt“l_\lews, VA $2025M - 432 92% , 37,5%;

Mar 2010 The Reserve at Creekside Village Chattanooga N $14.25M 192 Q7% 23.3%
C Apr2o10 TheApartments at Meaoowmont ~ Chapel HrII NG $3696M 258  92% 162%
s Sep 2010 The Estates at Perlmeter Augusta, GA $é4.95M 240 90% 25.0%
~ Sep2010 'Gardens at Hillsboro | V‘,“Nashvnle ™ . $323M 201 :"96% S 1—2'._5'%—'; -
j - TOTAL $137.80M 1,323 95%

! Property acqursmon prrce excludes acqwsrtron fees and closrng costs and lncludes Jomt venture eqmty ownershrp

e Péttfb_liq 'G’e_og"‘ra’bhic:pivéréificéti'dn

i} Estates at Perimeter, Iocated in Augusta GA.

: Attractlve Fmancmg Terms
'BEMT has obtamed attractive financing for its investments with a welghted
aver ge flxed annual mterest rate of approxrmately 4 89% with: varylng Ioan

oanehave b en: secured frorn Freddle Mac Fa'



~ completions gre expected to total a mere 53,000 units this year, -
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R Each property acqursrtron to date has been made in conjunctron wrth operatmg partnej_ brmgrng srgmfrcant value i m t > rms of -

specialized expertise, market knowledge relatronshrps and with day -to-day property management services: We believe this

" . approach creates a potentlal for enhanced acqursrtron opportun|t|es and |mproved operatlng results W|th a strong alrgnment of.
mterest with our mvestors : : R , :

o :pur co-l‘r’_lvé"stmeht Operating Partners to'-date include: :

E E BELLPARTNERS Bell Partners The 10th Iargest natronal apa ' operator in the U S 1 wrth approxrmately 60 OOO B
e | :unrts under management and'a portfolro valued at more'than $5 b|ll|on RS S

Hawthorne Resulentlal - A senior management team wrth over 75 years of apartment mdustry

m ‘hawthorne ) expenence mcludlng having managed 58,000 apartment unlts Iocated throughout the country
| RESIDENTIAL PARTNERS ) : } ‘

. ' Trade Street Capital - A senior management team with over 60 years of real estate experlence _
SlRRAEDEE B mcludlng transactions in excess of $5 b|l||o with approxrmately 5 900 multlfamlly units currently A
Kok - -under management T T S . R Lo

Trvesexey & Ameer Soawes

1 Rankmg provrded by the National Mu‘lti—Housi'ng Count:il as of 2‘03.0 "

';,»,2011 Multlfamrly Outl ook he apartment sector will continue

: e d the recovery in commercial
Accordlng to the Marcus & Mlllchap 2011 Natlonal Apartment - - _
‘Report (the “Report”), “The U.S. economy will add 2 million jobs - state fundamentals through

in- 2011, double the amount created in 2010." “All 44 major’ s”oWners capitalize on lower
- markets will post employment growth vacancy. declmes and

" effectiverent gains'in 2011, confirming a sweeping recovery ' |es to raise rents and scale
and expansion in the U.S. apartment sector above expectations.” .- s .
e o L. apariment set pegiations oncessions.”

According to the Report; 2011 will mark the first across-the-board’

~reduction'in vacancy since at least 1990 driven by the rélease of

- pent—up demand in the aftermath of the “Great Recessron" lower
““turnover rates, falllng homeownershlp and job growth. Apartment L

: va'46% fewer than delivered in 2010 New supply is expected to’ agam fall cntlcally short. of demand whrch is expected to reach
f L 158 OOO umts As a result US. apartment vacancies are expected to decrease 110 basrs pornts m 2011 to 5. 8 percent

‘,’_,

g ‘,Further apartm‘ent owners are expected to beneflt from prlvate -sector jOb growth in the crltrcal 20 to 34 “year- old age group,

: viexplratlon of the homebuyer tax credit; displaced foreclosed homeowners entenng the renter pool, lmmlgratlon and Iower unit
Tturnover Rentlng also’is expected to become a lifestyle and economrc choice for many households as the effects of the housmg
collapse and recessmn in some areas contmue to perS|st accordmg to the Report i

: Fmancral Operatlons Summary

- We are please ith the operatlng results of our current portfollo : Our overall fmancral performance for f|scal year 2010
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' f'the year

ﬂ - Below |s a summary 'of the IndIVIdual contrlbutrng property operatmg performance

""Summary of Net Operatlng lncome

roperty Operating ResuItS'

- ?"Rental revenue $3,881,600  $1,423,900  $2,866,300  $931,900  $806, 7oo %9, 910, 400

,operatmgexpenses S 1,747,500 ° 690,00 f;1f:,oo5,_300 - ,"733787'810'0“ 261, 000 4,042, 700
| Net Operatlng Income (NOl)(” 2,134,100 733,800 N i;861,000 . 593, 100 o 545,700 5, 867 700 ’
'_,_,.:Interest Expense 0 ’ _(1,342'49___00) . (567,100) (1,173,100) (258 500) ’ (é39,50_0) - (3,581,100) :
.:_ Income after Debt Service. | $79i,260 o $166,700 | .5687,900 a -5334,660 ‘( $306,200 $2,286,600 -

' Debt Servrce Coverage Ratio : 159 1.29 ) . 159 S ‘7 299 2928 1.64.

: Eqwty in-ioss of unconsohdated joint ventures was approxrmately $1 1 million for year end 12/31/2010 PIease see page 12 of attached
o 10 K fllrng for reconcrlratron of net loss to our net operatlng mcome R

“(1) We evaluate the performance of our propertles based upon NOI which is‘a-non- Generally Accepted Accountlng Principle:(" "GAAP” )supplemental fi nanmal
measure. We use NOI to evaluate-the operating performance of our real estate and to make decisions. concerning the operatlon ‘of the property We bélieve that ’

* NOlis essentlal to the investor in understanding the value of lncome-producmg real estate, Net lncome is the GAAP measure that is most dlrectly comparable to~
NOJ; however NOI should not be con5|dered as an alternative to net income as the primary rndrcator of operating performance asit excludes certam items such -

as depremat:on and amortlzatlon |nterest expense and corporate general and administrative expenses Addrtronally NOI as defrned by us may not be compa
rable to other REITs or compames as therr deflnltlons of NOI may drffer from our defrnrtron . . - - L

Fmancral Performance and Informatlon -

A copy of BEMT'’s Annual Report on-Form 10- K, filed wrth the Securities and Exchange Comm|SS|on is avallable WIthout charge
: at WWW. sec. gov or by wrrtten request to the Company at its corporate headquarters :

--’"Forward Lookmg Statements v ST :
" This report contains certain forward- Iookrng statements (under Sectlon 27A of the Securltles Act of 1933 as amended and
Section 21E of the Securities Exchange Act of 1934, as amended) with respect to portfollo diversification, occupancy rates

acqwsrt:on strategy and performance revenue ‘growth. and financial |mprovements the multifamily sector ‘management’s ’

beliefs and our debt service coverage: Forward Iooklng statements are statements that are not historical, lncludmg statemerits
régarding management’s inténtions, bellefs expectatlons representations, plans or predlctlons of the future, and are typrcally
identified by such words as “believe,” “expect,” “anticipate,” “intend,” “estrmate " “may,” “will,” “should” and “could.” Because
- such statements include risks, uncertainties and contingencies, actual results may differ materially from those expressed or
|mpI|ed by such forward-| Iookrng statements. These risks, uncertainties and contingencies include, but are not limited to, the
following: the financial performance of the properties, the successful occupancy. of the properties, uncertamtres relatrng to
) changes in general economic and real estate conditions; the. uncertalntles reIatrng to the implementation. of our real estate
investment strategy, and other risk factors as outllned in BEMT's prospectus as amended from time to time; and as detailed: .
~from time to tim& in-our perrodrc reports as filed W|th the Securities and. Exchange Commission. Forward: -looking statements in. -
-this documentvspeak only:as of the date on whlch such statements were made, and we undertake no oblrgatlon to update any

” a
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As Independent Directors of Bluerock Enhanced Multifamily Trust, Inc. (“BEMT”), we have reviewed the
policies being followed by BEMT and believe they are in the best interest of its stockholders. The basis
for this conclusion is outlined below in the analysis of the policies in place.

BEMT has developed a system of policies and procedures designed to enable the objectives of BEMT
(as discussed in the prospectus for its ongoing public offering) to be achieved. These policies cover,
among other things, investments in properties, administration, and raising capital.

Acquisition and Investment Policies

We focus our investment efforts on acquiring a diversified
portfolio of real estate and real estate-related invest-
ments, with a primary focus on well-located, institutional
quality apartment properties with strong and stable cash
flows. We intend to implement our advisor’s “Enhanced
Multifamily”” strategy at these properties which we believe
will increase rents, tenant retention and property values,
and generate attractive returns for our investors. We
intend to allocate approximately 50% of our portfolio to
these investments.

We also intend to acquire well-located residential proper-
ties that we believe present significant opportunities for
short-term capital appreciation, such as those requiring
repositioning, renovation or redevelopment, and proper-
ties available at opportunistic prices from distressed or
time-constrained sellers. As appropriate, we intend to
implement Enhanced Multifamily strategies at these
properties as well. We intend to allocate approximately
30% of our portfolio to these investments.

In addition, we will seek to originate or invest in real
estate-related securities that we believe present the
potential for high current income or total return, including
but not limited to mortgage, bridge or subordinated loans,
debt securities and preferred or other equity securities of
other real estate companies, which we refer to as real
estate-related investments, and may invest in entities that
make similar investments. We intend to allocate approxi-
mately 20% of our portfolio to these investments.

Although the percentages above represent our target
portfolio, we may make adjustments based on, among
other things, prevailing real estate market conditions and
the availability of attractive investments opportunities.
We will not forego an attractive investment because it
does not fit within our targeted asset class or portfolio
composition.

When considering an investment, we will generally
evaluate the following:

@ the performance and risk characteristics of
that investment;

iz how that investment will fit within our target portfolio
objectives; and

& the expected returns of that investment on a
risk-adjusted basis, relative to other investment
alternatives.

As such, our actual portfolio composition may vary
substantially from the target portfolio described above.

One of the critical elements of our investment process is
the identification of uniquely qualified, specialized top-tier
real estate local operating partners who bring significant
value in terms of specialized expertise, market knowiedge,
relationships and execution to the transaction. To that
end and consistent with these policies, we have entered
into five joint ventures with third parties, including
affiliates of its advisor, for the acquisition, development,
improvement and operation of institutional quality apart-
ment properties. We believe that there are sufficient
acquisition opportunities that meet our investment focus
and that our current acquisition and investment policies
continue to be best interests of our stock holders.

Borrowing Policy

There is no limitation on the amount we may borrow for
the purchase of any single property or other investment.
Our charter limits our borrowings to 300% of net assets;
however, we may exceed that limit if a majority of our
Independent Directors approves each borrowing in excess
of our charter limitation. We expect that once we have
fully invested the proceeds of our ongoing public offering,
our debt financing will be approximately 50% of the cost
of our real estate investments (before deducting deprecia-
tion or other non-cash reserves) plus the value of our
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other assets. We review the aggregate borrowings at least
quarterly. As of December 31, 2010, we were in excess of
the leverage limitation imposed by our charter. We have
reviewed the borrowings of BEMT and find the loans to be
fair, competitive and commercially reasonable and no less
favorable to BEMT than loans between unaffiliated parties
under the same circumstances and, furthermore,
expressly find substantial justification to exceed the
leverage limitation imposed by our charter.

Cost of Raising Capital

In accordance with the Statement of Policy Regarding Real
Estate Investment Trusts published by the North American
Securities Administrators Association (the “NASAA REIT
Guidelines”) our charter requires that we report to our
stockholders annually the ratio of the costs of raising
capital during the year to the capital raised. For the year
ended December 31, 2010, we raised total capital in our
ongoing public offering of approximately $6.2 million and
incurred costs of approximately $1.4 million in connection
with raising this capital. This equates to a ratio of 22.6%.

Policy Regarding Operating Expenses

In accordance with the NASAA REIT Guidelines, our
charter also requires that we monitor our “total operating
expenses” quarterly on a trailing twelve-month basis. We
limit total operating expenses to the greater of 2% of the
average invested assets or 25% of net income unless the
Board of Directors, including the Independent Directors
determines that such excess expenses were justified
based on unusual and non-recurring factors. For the year
ended December 31, 2010, our total operating expenses

stated as a percentage of average invested assets was
approximately 327% and we had a net loss for 2010. On
March 22, 2011 we reviewed the ratios of BEMT’s Total
Operating Expenses to BEMT’s average invested assets for
the four fiscal quarters ended December 31, 2009 (and
the four fiscal quarters ended each quarter thereafter
through March 31, 2011) and determined that the excess
amount for each such four-quarter period was justified
because we are in our development stage.

BEMT was formed on July 25, 2008 and we accepted our
first investors under the initial public offering on May 20,
2010. We have equity investments in five joint ventures
and our investments in the joint ventures are included on
our balance sheet; however, the assets of the joint
ventures are not included on our balance sheet and this
contributed to the expenses incurred in connection with
our organization and the expenses of being a public
company (audit and legal services, director and officer
liability insurance, and fees and expenses for Board
members in connection with service on the Board and its
committees) being disproportionately high as compared
to our average invested assets.

Transactions with Related Parties

We have reviewed BEMT's Annual Report on Form 10-K
and the related party transactions as outlined in Note 8 to
the Consolidated Financial Statements and, in our
opinion, the related party transactions are fair and
reasonable to BEMT and its stockholders. The terms of
such transactions are not less favorable to BEMT than
those available from unaffiliated third parties.
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Proxy Statement and
Notice of 2011 Annual Meeting of Stockholders

Dear Stockholder:

On Monday, August 8,2011, we will hold our 2011 annual meeting of stockholders at Club Quarters
Hotel, 25 West 51* Street, New York, NY 10019. The meeting will begin at 12:00 pm Eastern
Standard Time. Directions to the meeting can be obtained by calling 1-888-558-1031.

We are holding this meeting to:

1. Elect five directors to hold office for one-year terms expiring in 2012.
The Board of Directors recommends a vote FOR each nominee.

2. Attend to such other business as may properly come before the meeting and any
adjournment or postponement thereof.

Your board of directors has selected June 10, 2011 as the record date for determining stockholders
entitled to vote at the meeting.

This proxy statement and proxy card is being mailed to you on or about June 21, 2011.

Whether or not you plan to attend the meeting and vote in person, we urge you to have your vote
recorded as early as possible. Stockholders can submit their votes by proxy by mailing the
enclosed proxy card.

YOUR VOTE IS VERY IMPORTANT! Your immediate response will help avoid potential
delays and may save us significant additional expenses associated with soliciting stockholder
votes.

By Order of the Board of Directors
R. Ramin Kamfar
Chaifman

New York, New York
June 21, 2011



QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

Why did you send me this proxy statement?

We sent you this proxy statement and the enclosed proxy card because our board of directors is
soliciting your proxy to vote your shares at the 2011 annual stockholders meeting. This proxy
statement includes information that is designed to assist you in voting.

What is a proxy?

A proxy is a person who votes the shares of stock of another person who could not attend a meeting.
The term “proxy” also refers to the proxy card or other method of appointing a proxy. When you
submit your proxy, you are appointing R. Ramin Kamfar and Jerold E. Novak, each of whom are our
officers, as your proxies, and you are giving them permission to vote your shares of common stock at
the annual meeting. The appointed proxies will vote your shares of common stock as you instruct,
unless you submit your proxy without instructions. In this case, they will vote FOR all of the
director nominees. With respect to any other proposals to be voted upon, they will vote in
accordance with the recommendation of the board of directors or, in the absence of such a
recommendation, in their discretion. If you do not submit your proxy, they will not vote your shares
of common stock. This is why it is important for you to return the proxy card to us as soon as
possible whether or not you plan on attending the meeting.

When is the annual meeting and where will it be held?

The annual meeting will be held on Monday, August 8, 2011, at 12:00 pm Eastern Standard Time at
Club Quarters Hotel, 25 West 51* Street, New York, NY 10019.

Who is entitled to vote?

Anyone who owned our common stock at the close of business on June 10, 2011, the record date, is
entitled to vote at the annual meeting.

>

How many shares of common stock are outstanding?

: As of June 10, 2011, there were 789,839 shares of our common stock outstanding and entitled to

vote.

What constitutes a quorum?

A quorum consists of the presence in person or by proxy of stockholders holding a majority of the
outstanding shares. There must be a quorum present in order for the annual meeting to be a duly

- held meeting at which business can be conducted. If you submit your proxy, even if you abstain

from voting, then you will at least be considered part of the quorum.



How many votes do I have?

You are entitled to one vote for each share of common stock you held as of the record date.

What may 1 vote on?

You may vote on the election of nominees to serve on the board of directors and on any other
proposal properly brought before the annual meeting.

How does the board of directors recommend I vote on the proposal?

The board of directors recommends a vote FOR each of the nominees for election as director who are
named in this proxy statement.

How can I vote?

You can vote in person at the meeting or by proxy. Stockholders may submit their votes by proxy by
completing, signing, dating and returning by mail the enclosed proxy card.

If you elect to attend the meeting, you can submit your vote in person, and any previous votes that
you submitted by mail will be superseded.

What if I submit my proxy and then change my mind?

You have the right to revoke your proxy at any time before the meeting by:

(1) notifying Michael L. Konig, our Secretary;

(2) attending the meeting and voting in person; or

(3) returning another proxy card dated after your first proxy card, if we receive it before the annual
meeting date.

‘Only the most recent proxy vote will be counted and all others Will be discarded regardless of the
method of voting.

will my vote make a difference?

Yes. Your vote could affect the composition of our board of directors. Moreover, your vote is
needed to ensure that the proposal can be acted upon. Because we are a widely held company,
YOUR VOTE IS VERY IMPORTANT! Your immediate response will help avoid potential
delays and may save us significant additional expenses associated with soliciting stockholder
votes.



What are the voting requirements to elect the board of directors?

Under our charter a majority of the votes present in person or by proxy at the meeting is required for
the election of the directors. This means that a director nominee needs to receive more votes for his
or her election than against his or her election in order to be elected to the board. Because of this
majority vote requirement, “withhold” votes and broker non-votes will have the effect of a vote
against each nominee for director. If an incumbent director nominee fails to receive the required
number of votes for reelection, then under Maryland law, he or she will continue to serve as a
“holdover” director until his or her successor is duly elected and qualified.

What is a broker “non-vote”?

A broker “non-vote” occurs when a broker holding stock on behalf of a beneficial owner submits a
proxy but does not vote on a non-routine proposal because the broker does not have discretionary
power with respect to that item and has not received instructions from the beneficial owner. On July
1, 2009, the SEC eliminated the ability of brokers to exercise discretionary voting in uncontested
director elections at stockholder meetings that are held on or after January 1, 2010. The change
prohibits brokers from giving a proxy to vote with respect to an election of directors without
receiving voting instructions from a beneficial owner. Beneficial owners of shares held in broker
accounts are advised that, if they do not timely provide instructions to their broker, their shares will
not be voted in connection with the election of directors at our annual meeting.

How will voting on any other business be conducted?

Although we do not know of any business to be considered at the annual meeting other than the
election of directors, if any other business is properly presented at the annual meeting, your
submitted proxy gives authority to R. Ramin Kamfar and Jerold E. Novak, and each of them, to vote
on such matters in accordance with the recommendation of the board of directors or, in the absence
of such a recommendation, in their discretion.

¢

N

When are the stockholder proposals for the next annual meeting of stockholders due?

Stockholders interested in nominating a person as a director or presenting any other business for

consideration at our annual meeting of stockholders in 2012 may do so by following the procedures

- prescribed in Article II, Section 11 of our Bylaws. To be eligible for presentation to and action by
the stockholders at the 2012 annual meeting, director nominations and other stockholder proposals
must be received by Michael L. Konig, our Secretary, no earlier than January 23, 2012 and no later
than February 22, 2012.

Who pays the cost of this proxy solicitation?

We will pay all of the costs of soliciting these proxies. We will also reimburse brokerage houses and
other custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses for
forwarding proxy and solicitation materials to our stockholders.



Is this proxy statement the only way that proxies are being solicited?

No. In addition to mailing proxy solicitation material, our directors and employees of the Advisor or
its affiliates, as well as third-party proxy service companies we retain, may also solicit proxies in
person, via the internet, by telephone or by any other electronic means of communication we deem
appropriate. We currently have no arrangements with paid solicitors.

Where can I find more information?

We file annual, quarterly and current reports and other information with the SEC. You may read and
copy any reports or other information we file with the SEC on the web site maintained by the SEC at
http://www.sec.gov. Our SEC filings are also available to the public at the SEC’s Public Reference
Room located at 100 F Street, N.E., Washington, DC 20549. You may also obtain copies of the
documents at prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street,
N.E., Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for further information
regarding the public reference facilities.

L M



CERTAIN INFORMATION ABOUT OUR DIRECTORS

We have provided below certain information about our directors. All of our directors have terms
expiring on the date of the 2011 annual meeting and are being nominated for re-election to serve until the
2012 annual meeting and until his successor is elected and qualified.

Year First
Became a

Name : Position(s) Director

R. Ramin Kamfar, Chairman of the Board. Mr. Kamfar serves as our Chairman of the Board and
Chief Executive Officer, and is the Chief Executive Officer of our advisor. He has also served as the
Chairman and Chief Executive Officer of our sponsor, Bluerock Real Estate, LLC (“Bluerock”) since its
inception in October 2002. Mr. Kamfar has approximately 20 years of experience in building operating
companies, and in various aspects of real estate, mergers and acquisitions, private equity investing,
investment banking, public and private financings, and retail operations.

From 1988 to 1993, Mr. Kamfar worked as an investment banker at Lehman Brothers Inc., New
York, New York, where he specialized in mergers and acquisitions, corporate finance and private
placements. From 1993 to 2002, Mr. Kamfar was the CEO and Chairman of New World Restaurant
Group, Inc. (now known as Einstein Noah Restaurant Group, Inc (NASDAQ: BAGL)), a company he
founded and grew through a consolidation and turnaround of several companies to approximately 800
locations and $400 million in gross revenues and a portfolio of brands which included Einstein Bros. ®
and Noah’s NY Bagels ® . From 1999 to 2002, Mr. Kamfar served as an active investor, advisor and
member of the Board of Directors of Vsource, Inc., a technology company subsequently sold to
Symphony House (KL: SYMPHNY), a leading business process outsourcing company focused on the
Fortune 500 and Global 500. Mr. Kamfar received an M.B.A. degree with distinction in Finance in 1988
from The Wharton School of the University of Pennsylvania, located in Philadelphia, Pennsylvania, and a
‘B.S. degree with distinction in Finance in 1985 from the University of Maryland located in College Park,
Maryland. :

Mr. Kamfar, who controls our sponsor, was chosen to serve as the Chairman of the Board
’because, as our Chief Executive Officer, Mr. Kamfar is well positioned to provide essential insight and
‘guidance to the board from the inside perspective of the day-to-day operations of the company.
Furthermore, Mr. Kamfar brings to the board approximately 20 years of experience in building operating
companies, and in various aspects of real estate, mergers and acquisitions, private equity investing, public

and private financings, and retail operations. His experience with complex financial and operational
issues in the real estate industry, as well as his strong leadership ability and business acumen make him
critical to proper functioning of our board.

, James G. Babb, I, Director. Mr. Babb serves as our President and Chief Investment Officer and
is on our Board of Directors, and is the President and Chief Investment Officer of our advisor. Mr. Babb
is also the Managing Director and Chief Investment Officer of Bluerock, which he joined in July 2007.
He oversees all real estate sourcing, diligence, structuring and acquisitions for Bluerock. He has been
involved exclusively in real estate acquisition, management, financing and disposition for more than 20
years, primarily on behalf of investment funds since 1992.




From 1992 to August 2003, Mr. Babb helped lead the residential and office acquisitions initiatives
for Starwood Capital Group, or Starwood Capital, most recently as a Senior Vice President. Starwood
Capital was formed in 1992 and during his tenure raised and invested funds on behalf of institutional
investors through seven private real estate funds, each of which had investment objectives similar to ours
(but not limited to multifamily investments), and which in the aggregate ultimately invested
approximately $8 billion in approximately 250 separate transactions. During such period, Mr. Babb led or
shared investment responsibility for over 75 investment transactions totaling approximately $2.5 billion
of asset value in more than 20 million: square feet of residential, office and industrial properties located in
25 states and seven foreign countries, including a significant number of transactions that were contributed
to the initial public offering of Equity Residential Properties Trust (NYSE: EQR), and to create iStar
Financial Inc. (NYSE: SFI). Mr. Babb was also active in Starwood Capital’s efforts to expand its platform
to invest in Europe. From August 2003 to July 2007, Mr. Babb founded his own principal investment
company, Bluepoint Capital, LLC. Bluepoint was a private real estate investment company focused on the
acquisition, development and/or redevelopment of residential and commercial properties in the Northeast
United States and Western Europe. Mr. Babb received a B.A. degree in Economics in 1987 from the
University of North Carolina at Chapel Hill.

Our board of directors selected Mr. Babb to serve as one of our directors because of his extensive
expertise in real estate acquisition, management, finance and disposition. With more than 20 years of
experience investing in and managing real estate investments, Mr. Babb offers key insights and
perspective with respect to our real estate portfolio. As one of our executive officers and the Chief
Investment Officer of our advisor, Mr. Babb also informs and advises the board with respect to the critical
operational issues facing our company.

Brian D. Bailey, Independent Director. Mr. Bailey has served as one of our independent directors
since January 2009. Mr. Bailey has more than 15 years of experience in sourcing, evaluating, structuring

and managing private investments, as well as 8 years of experience with real estate and real estate-related
debt financing.

Mr. Bailey founded and currently serves as Managing Member of Carmichael Partners, LLC, a
private equity investment firm based in Charlotte, North Carolina. From December 2008 to December
2009, Mr. Bailey served as a Senior Advisor of Carousel Capital, LLC, a private equity investment firm.
From April 2000 to December 2008, Mr. Bailey served as a Managing Partner of Carousel Capital. Since
its inception, Carousel has made portfolio investments in more than 25 operating companies and has
completed numerous additional acquisitions and financings related to these portfolio companies,
including sale leaseback transactions, and has utilized such financings in several of its investments. Mr.
Bailey’s duties at Carousel Capital included sourcing and evaluating investment opportunities, managing
the firm’s investment process, serving on the firm’s Investment Committee, managing the firm’s
fundraising efforts and communications with its limited partners and Board of Advisors, and serving as a
director on the boards of certain portfolio companies, some of which have meaningful real estate assets on
their balance sheets. Thus, Mr. Bailey has been involved in the management of numerous real estate
issues over the course of his involvement with such portfolio companies. From 1999 to 2000, Mr. Bailey
Wwas a team member of Forstmann Little & Co., a private equity firm in New York, New York. From 1996
to 1999, Mr. Bailey was a Principal at the Carlyle Group, a global private equity firm in Washington,
D.C. Earlier in his career, Mr. Bailey worked in the leveraged buyout group at CS First Boston in New
York, New York and in the mergers and acquisitions group at Bowles Hollowell Conner & Company in
Charlotte, North Carolina. Mr. Bailey has also worked in the public sector, as Assistant to the Deputy
Chief of Staff and Special Assistant to the President at the White House from 1994 to 1996 and as
Director of Strategic Planning and Policy at the U.S. Small Business Administration in 1994. He currently
serves as a director of the Telecommunications Development Fund, a private equity investment fund
headquartered in Washington, DC, and as a trustee at the North Carolina School of Science and



Mathematics. Mr. Bailey received a B.A. degree in Mathematics and Economics in 1988 from the
University of North Carolina at Chapel Hill and an M.B.A. degree in 1992 from the Stanford Graduate
School of Business, located in Stanford, California.

Our board of directors selected Mr. Bailey as one of our independent directors to leverage his
extensive experience in sourcing, evaluating, structuring and managing private equity investments and his
experience related to real estate and real-estate related debt financing. In addition, Mr. Bailey’s prior
service on the audit committees of numerous privately held companies provides him with the requisite
skills and knowledge to serve effectively on our audit committee.

1. Bobby Majumder, Independent Director. Mr. Majumder has served as one of our independent
directors since January 2009. Mr. Majumder became a partner at the law firm of K&L Gates LLP in May
2005, where he specializes in corporate and securities transactions with an emphasis on the representation
of underwriters, placement agents and issuers in both public and private offerings, private investment in
public equity (PIPE) transactions and venture capital and private equity funds.

From January 2000 to April 2005, Mr. Majumder was a partner at the firm of Gardere Wynne
Sewell LLP. Through his law practice, Mr. Majumder has gained significant experience relating to the
acquisition of a number of types of real property assets including raw land, improved real estate and oil
and gas interests. He is an active member of the Park Cities Rotary Club, a charter member of the Dallas
Chapter of The Indus Entrepreneurs and an Associates Board member of the Cox School of Business at
Southern Methodist University. Mr. Majumder received a J.D. degree in 1993 from Washington and Lee
University School of Law, located in Lexington, Virginia, and a B.A. degree in 1990 from Trinity
University, located in San Antonio, Texas.

Our board of directors selected Mr. Majumder as one of our independent directors due to his
depth of legal experience in advising clients with respect to corporate and securities transactions,
including representations of underwriters, placement agents and issuers in both public and private
offerings. Mr. Majumder also brings with him significant legal experience relating to the acquisition of a
number of types of real estate assets.

Romano Tio, Independent Director. Mr. Tio has served as one of our independent directors since
January 2009. Mr. Tio serves as Managing Director at RM Capital Management LLC, a boutique
investment and advisory firm focused on investing in distressed commercial mortgages at discounts that
provide attractive risk adjusted returns.

- From January 2008 to May 2009, Mr. Tio served as a Managing Director and co-head of the
commercial real estate efforts of HCP Real Estate Investors, LLC, an affiliate of Harbinger Capital
Parthers Funds, a $10+ billion private investment firm specializing in event/distressed strategies. From
August 2003 until December 2007, Mr. Tio was a Managing Director at Carlton Group Ltd., a boutique
real estate investment banking firm where he was involved in over $2.5 billion worth of commercial real
estate transactions. Earlier in his career, Mr. Tio was involved in real estate sales and brokerage for 25
years. Mr. Tio received a B.S. degree in Biochemistry in 1982 from Hofstra University located in
Hempstead, New York.

 Our board of directors selected Mr. Tio as one of our independent directors as a result of his
demonstrated leadership skill and industry-specific experience developed through a number of high-level
management positions with investment and advisory firms specialized in the commercial real estate
sector.



PROPOSAL 1. ELECTION OF DIRECTORS

At the annual meeting, you and the other stockholders will vote on the election of all five members
of our board of directors. Those persons elected will serve as directors until the 2012 annual meeting and
until their successors are duly elected and qualified. The board of directors has nominated the following
people for re-election as directors:

e R.Ramin Kamfar: e James G. Babb, III
e Brian D. Bailey e 1. Bobby Majumder
e Romano Tio

Each of the nominees for director is a current member of our board of directors. Detailed
information on each nominee is provided on pages 5 through 7.

The appointed proxies will vote your shares of common stock as you instruct, unless you submit
your proxy without instructions. In this case, they will vote FOR all of the director nominees listed
above. If any nominee becomes unable or unwilling to stand for re-election, the board may reduce its size
or designate a substitute. If a substitute is designated, proxies voting on the original nominee will be cast
for the substituted nominee.

Vote Required

Under our charter, a majority of the votes present in person or by proxy at the meeting is required
for the election of the directors. This means that a director nominee needs to receive more votes for his or
her election than against his or her election in order to be elected to the board. Because of this majority
vote requirement, “withhold” votes and broker non-votes will have the effect of a vote against each
nominee for director. If an incumbent director nominee fails to receive the required number of votes for
reelection, then under Maryland law, he or she will continue to serve as a “holdover” director until his or
her successor is duly elected and qualified.

Whether you plan to attend the meeting and vote in person or not, we urge you to have your
vote recorded. Stockholders can submit their votes by proxy by mail, using the enclosed proxy
card. YOUR VOTE IS VERY IMPORTANT! Your immediate response will help avoid potential
delays and may save us significant additional expenses associated with soliciting stockholder votes.

Recommendation

YOUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR”
ALL NOMINEES LISTED FOR REELECTION AS DIRECTORS.

v
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STOCKHOLDER PROPOSALS

If a stockholder wishes to present a proposal at the 2012 annual meeting, our bylaws require that
the stockholder give advance written notice to our secretary, Michael L. Konig, at our executive offices
no earlier than January 23, 2012 and no later than February 22, 2012. However, if we hold our annual
meeting before July 9, 2012 or after September 7, 2012, stockholders must submit proposals no earlier
than 150 days prior to the 2012 annual meeting date and no later than the later of 120 days prior to the
2012 annual meeting date or ten days after announcement of the 2012 annual meeting date. The mailing
address of our executive offices is Heron Tower, 55 East 70th Street, 9th Floor, New York, New York
10022.

OTHER MATTERS

As of the date of this proxy statement, we know of no business that will be presented for
consideration at the annual meeting other than the items referred to above. If any other matter is properly
brought before the meeting for action by stockholders, proxies in the enclosed form returned to us will be
voted in accordance with the recommendation of the board of directors or, in the absence of such a
recommendation, in accordance with the discretion of the proxy holder.
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Forward-Looking Statements

Certain statements in this Annual Report on Form 10-K constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities
Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These forward-looking include di ion and analysis of the financial condition of Bluerock
Enhanced Multifamily Trust, Inc. and our subsidiaries (which may be referred to herein as the “Company,” “we,” “us” or “our”), our anticipated capital expenditures required to complete projects,
amounts of anticipated cash distributions to our stockholders in the future and other matters. These forward-looking statements are not historical facts but are the intent, belief, or current expectations of
our management based on their knowledge and understanding of the business and industry. Words such as “may,” “anticipates,” “expects,” “intends,” “plans,” “believes,” “seeks,” “estimates,”
“would,” “could,” “should” and variations of these words and similar expressions are intended to identify forward-looking statements. These statements are not guarantees of future performance and are
subject to risks, uncertainties, and other factors, some of which are beyond our control, are difficult to predict and could cause actual results to differ materially from those expressed or forecasted in the
forward-looking statements. We intend for these forward-looking statements to be covered by the applicable safe harbor provisions created by Section 27A of the Securities Act and Section 21E of the
Exchange Act.

Forward-looking statements that were true at the time made may ultimately prove to be incorrect or false. We caution investors not to place undue reliance on forward-looking statements, which
reflect our management’s view only as of the date of this Annual Report on Form 10-K. We undertake no obligation to update or revise forward-looking st s to reflect changed assumptions, the
occurrence of unanticipated events or changes to future operating results. The forward-looking statements should be read in light of the risk factors identified in the “Risk Factors” section of our
prospectus dated January 31,2011 as supplemented to date.

In addition, the following are some of the more significant risks and uncertainties, although not all risks and uncertainties, that could cause our actual resulis to differ materially from those
presented in our forward-looking statements:

We are a newly-formed entity and our limited operating history makes our future performance difficult to predict.
Our officers and non-independent directors have substantial conflicts of interest because they also are officers and owners of our advisor and its affiliates, including our sponsors.

During the early stages of our operations, until the proceeds of our public offering are invested in real estate and real estate-related investments, we expect to fund distributions from the un-
invested proceeds of our public offering and borrowings. Thereafter, we may pay distributions from un-invested proceeds of our public offering, borrowings and the sale of assets to the extent
distributions exceed our earnings or cash flows from operations.

We will rely on our advisor, an affiliate of our officers and non-independent directors, to manage our business and select and manage investments. Qur advisor is a2 newly-formed entity. The
success of our business will depend on the success of our advisor in performing these duties.

To the extent we sell substantially less than the maximum number of shares in our public offering, we may not have sufficient funds, after the payment of offering and related expenses, to acquire
a diverse portfolio of properties.

We may fail to qualify as a REIT for federal income tax purposes. We would then be subject to corporate level taxation and we would not be required to pay any distributions to our stockholders.

Our offering was suspended from November 17, 2010 until March 2, 2011 in connection with our determination to restate certain of our financial statements. These restatements resulted in
substantial unanticipated costs in the form of accounting, legal fees, and similar professional fees, in addition to the substantial diversion of time and attention of our Chief Financial Officer and
members of our accounting team in preparing the restatements. Although the restatement is complete, we can give no assurances that we will not incur additional costs associated with the
restatements. Our current corporate operating expenses exceed the cash flow received from our investments in real estate joint ventures. If the rate at which we raise offering proceeds does not
improve significantly with the recommencement of our offering, our general and administrative costs will remain higher relative to the size of our portfolio. Moreover, we cannot predict the impact
of the restatement on our ability to increase sales. To the extent cash on hand is not sufficient to meet our short-term liquidity requirernents we expect to utilize credit facilities obtained from
affiliates or unaffiliated third parties. Our sponsor has also agreed to defer payment of asset management fees, acquisition fees and operating and offering costs advanced on our behalf and
current year reimbursable operating expenses through 2011 as well as to fund any remaining cash shortfall, as necessary. In addition, as our sponsor has management control of the affiliates that
are lenders to us and thus has the authority to extend the notes that have maturities in 2011, it has committed to extend such notes based on our ability to repay those obligations.

Cautionary Note
The representations, warranties, and covenants made by us in any agreement filed as an exhibit to this Annual Report on Form 10-K are made solely for the benefit of the parties to the

agreement, including, in some cases, for the purpose of allocating risk among the parties to the agreement, and should not be deemed to be representations, warranties, or covenants to or with any
other parties. Moreover, these representations, warranties, or covenants should not be relied upon as accurately describing or reflecting the current state of our affairs.




PART I
Item 1. Business

Organization

Bluerock Enhanced Multifamily Trust, Inc. (the “Company™) was incorporated on July 25, 2008 under the laws of the state of Maryland. We intend to qualify as a real estate investment trust, or
REIT, for federal income tax purposes. As a REIT, we generally are not subject to corporate-level income taxes. To maintain our REIT status, we are required, among other requirements, to distribute
annually at least 90% of our “REIT taxable income,” as defined by the Internal Revenue Code of 1986, as amended (the Code”), to our stockholders. If we fail to qualify as a REIT in any taxable year, we
would be subject to federal income tax on our taxable income at regular corporate tax rates.

On August 22, 2008, we filed a registration statement on Form S-11 with the Securities and Exchange Commission (the “SEC”) to offer a maximum of $1,000,000,000 in shares of our common stock
in our primary offering, at an offering price of $10.00 per share, with discounts available for certain categories of purchasers and up to $285,000,000 in shares pursuant to our distribution reinvestment plan
at $9.50 per share (the “Initial Public Offering”). The SEC declared our registration statement effective on October 15,2009 and we retained Select Capital Corporation to serve as the dealer manager of the
Initial Public Offering. The dealer manager is responsible for marketing our shares in the initial public offering. As of May 20, 2010, we had received gross offering proceeds sufficient to satisfy the
minimum offering amount for the Initial Public Offering. Accordingly, we broke escrow with respect to subscriptions received from all states in which our shares are currently being offered. As of March
18, 2011, we had accepted aggregate gross offering proceeds of $6,204,030. We intend to use substantially all of the net proceeds from the Initial Public Offering to invest in a diverse portfolio of real
estate and real estate-related assets.

‘We have no employees and are supported by relaged-party service agreements. We are externally managed by Bluerock Enhanced Multifamily Advisors LP (the “Advisor”), a Delaware limited
partnership organized in 2007. The Advisor is responsible for managing our affairs on a day-to-day basis and for identifying and making real estate investments on our behalf. Substantially all our
business is conducted through our operating partnership Bluerock Enhanced Multifamily Holdings LP, a Delaware limited partnership (“Bluerock Holdings™).

The principal executive offices of our company and the Advisor are located at Heron Building, 70 East 55t Street, New York, New York 10022. Our telephone number is (877) 826-BLUE (2583).
Material Acquisitions

As of December 31, 2010, we, through joint venture partnerships, own equity interests in five multifamily real estate properties. For more information regarding our investment, see "Item
2. Properties".

Investment Objectives

We intend to acquire a diversified portfolio of real estate and real estate-related investments, with a primary focus on well-located, institutional-quality multifamily properties with strong and
stable cash flows. We intend to implement what we refer to as the “Enhanced Multifamily” strategy at these multifamily properties, which we believe will increase rents, tenant retention and property
values, and generate attractive returns for our investors. We also intend to acquire well-located residential properties that we believe present significant opportunities for short-term capital appreciation,
such as those requiring repositioning, renovation or redevelopment, and properties available at opportunistic prices from distressed or time-constrained sellers. In addition, we will seek to originate or
invest in real estate-related securities that we believe present the potential for high current income or total return, including but not limited to mortgage, bridge or subordinated loans, debt securities and
preferred or other equity securities of other real estate companies, which we refer to as real estate-related investments, and may invest in entities that make similar investments.

We may adjust our targeted portfolio allocation based on, among other things, prevailing real estate market conditions and the availability of attractive investment opportunities. We will not
forego an attractive investment because it does not fit within our targeted asset class or portfolio composition. The volume and value of properties and real estate-related investments we acquire will
depend initially on the proceeds of the Initial Public Offering.
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Enhanced Multifamily Strategy

The Advisor’s Enhanced Multifamily strategy consists of a series of initiatives that we believe can create a sustainable competitive advantage and allow us to realize long-term increases in
multifamily property value. This strategy seeks to transform the perception of the apartment from a purely functional one (i.e., as solely a place to live) to a lifestyle product / community (i.e., as a place to
live, interact, and socialize) thereby creating an enhanced perception of value among residents, allowing for premium rental rates, and improving resident retention.

The initiatives consist of amenities and attributes that go beyond traditional features, and incorporate cosmetic and architectural improvements along with technology, music and activities to
establish an enhanced sense of comfort and appeal to our target residents’ desire for a “sense of community” by creating places to gather, socialize and interact in a highly amenitized environment. This
strategy is specifically targeted to appeal to the following two lucrative and rapidly growing segments of the multifamily market:

. Lifestyle Renters are generally established, adult households with multiple housing choices open to them, that choose to rent an apartment for primarily nonfinancial reasons. They
include Baby Boomers (individuals born in the U.S. between 1946 and 1964), who have become empty nesters and are seeking to live a simpler lifestyle without the responsibilities of
home ownership, as well as older members of the Echo Boomers (the generation born in the U.S. between 1981 and 2000).

. Middle Market Renters are generally younger and more ‘mobile than Lifestyle Renters, and while they can generally afford to own, they have chosen either to save their money
(perhaps to purchase a larger house at a later date), to spend it on other goods and services or to invest in something other than housing, or they are in a personal or job transition.
For Middle Market Renters an apartment can provide an inexpensive and maintenance-free residence.

As a further benefit, by appealing to and attracting the Lifestyle Renters and Middle Market renters, we believe the Enhanced Multifamily strategy can generate significant additional revenue-

enhancing options at our properties, including the ability to provide and charge for premium units, upgrade packages and equipment rentals such as washers and dryers, flat screen televisions and
premium sound systems.

Borrowing Policies

Under our charter, the maximum amount of our indebtedness may not exceed 300% of our net assets as of the date of any borrowing, which is generally expected to approximate 75% of the cost
of our investments; however, we may exceed that limit if approved by a majority of our independent directors. We expect that once we have fully invested the maximum proceeds of the Initial Public
Offering, our indebtedness will be approximately 50% of the sum of the value of our real properties (before deducting depreciation and other non-cash reserves) and the value of our other assets. There is
no limit on the amount we may borrow for the purchase of any single property or other investment. Our Board of Directors must review our aggregate borrowings at least quarterly.




Distribution Policy

Generally, our policy will be to pay distributions from cash flow from operations. However, we expect that some or all of our distributions will be paid from sources other than cash flow from
operations, such as from the proceeds of the Initial Public Offering, cash advances to us by the Advisor, cash resulting from a waiver or deferral of asset management fees and borrowings (including
borrowings secured by our assets) in anticipation of future operating cash flow until such time as we have sufficient cash flow from operations to fully fund the payment of distributions there
from. Further, because we may receive income from interest or rents at various times during our fiscal year and because we may need cash flow from operations during a particular period to fund capital
expenditures and other expenses, we expect that at least during the early stages of our development and from time to time during our operational stage, we will declare distributions in anticipation of cash
flow that we expect to receive during a later period, and we will pay these distributions in advance of our actual receipt of these funds. We may fund such distributions from advances from the Advisor or
sponsors or from the Advisor's deferral of its asset management fee.

To the extent that we repurchase shares pursuant to our share repurchase plan or make payments or reimburse certain expenses to the Advisor pursuant to our advisory agreement, our cash flow
and therefore our ability to make distributions from cash flow, as well as cash flow available for investment, will be negatively impacted. In addition, certain amounts we are required to pay to the Advisor,
including the monthly asset management fee, the property fee, the fi ing fee, the disposition fee and the payment made upon conversion of our convertible stock, depend on the assets
acquired, gross revenues of the properties managed, indebtedness incurred, sales prices of investments sold or the value of our company at the time of conversion, respectively, and therefore cannot be
quantified or reserved for until such fees have been earned. We are required to pay these amounts to the Advisor regardless of the amount of cash we distribute to our stockholders, and therefore our
ability to make distributions from cash flow, as well as cash flow available for investment, to our stockholders may be negatively impacted. In addition, to the extent we invest in development or
redevelopment projects or in properties that have significant capital requirements, these properties will not immediately generate operating cash flow. Thus, our ability to make distributions may be
negatively impacted, especially during our early periods of operation.

We paid our first distribution on June 1, 2010 and we expect to declare distributions on a quarterly basis and to pay distributions to our stockholders on a monthly basis. We calculate these
monthly distributions based on daily record dates so our investors will become eligible for distributions immediately upon the purchase of their shares. Distributions will be paid to stockholders as of the
record dates selected by the directors.

We are required to make distributions sufficient to satisfy the requirements for qualification as a REIT for tax purposes. Generally, distributed income will not be taxable to us under the Code if we
distribute at least 90% of our REIT taxable income.

Distributions will be authorized at the discretion of our Board of Directors, in accordance with our earnings, cash flow, anticipated cash flow and general financial condition. The board’s
discretion will be directed, in substantial part, by its intention to cause us to comply with the REIT requirements. Because we may receive income from interest or rents at various times during our fiscal
year, distributions may not reflect our income eamed in that particular distribution period but may be made in anticipation of cash flow that we expect to receive during a later period and may be made in
advance of actual receipt of funds in an attempt to make distributions relatively uniform. We may utilize capital, borrow money, issue new securities or sell assets in order to make distributions. In addition,
from time to time, the Advisor and its affiliates may, but are not required to, agree to waive or defer all or a portion of the acquisition, asset management or other fees or other incentives due to them, enter
into lease agreements for unJeased space, pay general administrative expenses or otherwise supplement investor returns in order to increase the amount of cash available to make distributions to our
stockholders.

Many of the factors that can affect the availability and timing of cash distributions to stockholders are beyond our control, and a change in any one factor could adversely affect our ability to
pay future distributions. There can be no assurance that future cash flow will support distributions at the rate that such distributions are paid in any particular distribution period.

Regulations

Our investments are subject to various federal, state, local and foreign laws, ordinances and regulations, including, among other things, zoning regulations, land use controls, environmental
controls relating to air and water quality, noise pollution and indirect environmental impacts such as increased motor vehicle activity. We believe that we have all permits and approvals necessary under
current law to operate our investments.
Environmental

As an owner of real estate, we are subject to various environmental laws of federal, state and local governments. Compliance with existing laws has not had a material adverse effect on our

financial condition or results of operations, and does not believe it will have such an impact in the future. However, we cannot predict the impact of unforeseen environmental contingencies
or new or changed laws or b on properties in which we hold an interest, or on properties that may be acquired directly or indirectly in the future.
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Industry Segment

Our current business consists of investing in and operating multifamily communities. Substantially all of our consolidated net loss is from investments in real estate properties that we own
through joint ventures which we account for under the equity method of accounting. We internally evaluate operating performance on an individual property level and view our real estate assets as
one industry segment, and, accordingly, our properties are aggregated into one reportable segment.

Available Information

We electronically file annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports with the SEC. We also have filed with the
SEC registration statements on Form $-11 in connection with the Initial Public Offering of our common stock. Copies of our filings with the SEC may be obtained from the SEC’s website at www.sec.gov.
Access to these filings is free of charge.

Item 1A. Risk Factors

We have omitted a discussion of risk factors because, as a smaller reporting company, we are not required to provide such information. For a discussion of the significant factors that make an
investment in our shares risky, see the prospectus that relates to the Initial Public Offering and the Liquidity and Capital Resources Section Under Item 7.- Management's Discussion and Analysis of
Financial Conditions and Results of Operations of this report.

Item 1B. U lved Staff C. \

We have no unresolved staff comments
Item 2.  Properties

We, through wholly-owned subsidiaries of our operating partnership, have acquired five investments through uncensolidated joint ventures as further described below. The following is a
summary of our investment portfolio as of December 31,2010:

Joint Venture Equity Investment Information

Amount of Our Our Average
Approx. Investment Net of Ownership Annual
Rentable Property Distributions and Interest in Approx. Effective Approx.
Multifamily Community Square Number Date Acquisition Cumulative Property Annualized Rent Per %

Name/Location Footage of Units Acquired

The Reserve at Creekside
Village/Chattanooga,
nes:

97%

NG i
The Estates at Perimeter/
Au; ggsga\,\(\i\g\or g‘1;;u

$6318M

Total 1,272 306 1,323 $137.80 M

(1) Property Acquisition Cost excludes acquisition fees and closing costs.

Joint Ventures

We accounted for the acquisitions of our interests in properties through managing member LLCs in accordance with the provisions of the Consolidation Topic of the FASB ASC.




For Springhouse, Augusta and Hillsboro our contribution into the managing member LLC was funded through a loan from an affiliate who is another investor in the managing member LLC, thus
our equity investment is not at risk. Since unanimous approval is required by all members to direct the activities that most significantly impact the managing member LLC’s economic performance, the
holder of the equity investment at risk lacks that power and thus we concluded that the managing member LLC entities are VIE's. We are not the primary beneficiary because we do not have the power to
direct the activities that most significantly impact the economic performance of the managing member LLC and would not be considered to be the investor that is most closely associated with the entity
among the related party investors. As a result, our investments are reflected as investments in unconsolidated joint ventures under the equity method of accounting.

For Creekside our initial contribution into the managing member LLC was funded through a loan from an affiliate and accounted for as discussed above, however on September 28,2010 the loan
was repaid and the managing member LLC was no longer considered a VIE. We then analyzed the managing member LL.C under a voting interest model and determined that the investment in the
unconsolidated joint venture should be accounted for under the equity method as each member had an equal voting interest.

For Meadowmont our initial contribution into the managing member LLC on April 9, 2010 was funded through a loan from an affiliate who is another investor in the managing member LLC, but
this was subsequently repaid on June 8, 2010. However, the voting rights of the investors are not proportional to their obligations to absorb the expected losses or their rights to receive the expected
residual returns of the managing member and substantially all of the activities are done on behalf of the single related party group (all of the investors are part of a single related party group) thus this
would cause the managing member LLC to be a VIE. We are not the primary beneficiary because we do not have the power to direct the activities that most significantly impact the economic performance
of the managing member LLC and would not be considered to be the investor that is most closely associated with the entity among the related party investors. As a result our investment is reflected as an
investment in unconsolidated joint ventures under the equity method of accounting.

Item 3. Legal Proceedings
‘We are not party to, and none of our properties are subject to, an-y m.aterial pending legal proceeding.
Item 4. [RESERVED]
PARTII
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information

There is no established public trading market for our common stock. Therefore, there is a risk that a stockholder may not be able to sell our stock at a time or price acceptable to the stockholder.
Pursuant to the Initial Public Offering, we are selling shares of our common stock to the public at a price of $10.00 per share and at a price of $9.50 per share pursuant to our distribution reinvestment
plan. Unless and until our shares are listed on a national securities exchange, it is not expected that a public market for the shares will develop.

To facilitate Financial Industry Regulatory Authority (“FINRA”) member participation in the Initial Public Offering, we disclose in each annual report distributed to stockholders a per share
estimated value of our common stock, the method by which it was developed, and the date of the data used fo develop the estimated value. In addition, beginning 18 months after the completion of our
offering stage, we will prepare annual statements of estimated share values to assist both fiduciaries of retirement plans subject to the annual reporting requirements of ERISA and custodians of
individual retirement accounts (“IRAs”) in the preparation of their reports relating to an investment in our shares. For these purposes, our estimated value of a share of our common stock is $10.00 per
share as of December 31, 2010. The basis for this valuation is the fact that the current public offering price for our shares in the Initial Public Offering is $10.00 per share (ignoring purchase price
discounts for certain categories of purchasers). However, this estimated value is likely to be higher than the price at which you could resell your shares because (1) our public offering involves the
payment of underwriting compensation and other directed selling efforts, which payments and efforts are likely to produce a higher sales price than could otherwise be obtained, and (2) no public market
exists for our shares.

Until 18 months after the completion of our offering stage, we intend to use the price paid per share as the estimated value of a share of our common stock; provided, however, that if we have
sold properties or other assets and have made one or more special distributions to stockholders of all or a portion of the net proceeds from such sales, the estimated value of a share of our common stock
will be equal to the offering price of shares in our most recent offering less the amount of net sale proceeds per share that constitute a return of capital distributed to investors as a result of such sales.
Beginning 18 months after the completion of our offering stage, our advisor, or another firm we choose for that purpose, will estimate the value of our shares based on a number of assumptions that may
not be accurate or complete.

This estimated value is not likely to reflect the proceeds you would receive upon our liquidation (in part because the estimated values do not necessarily indicate the price at which assets could
be sold and because the estimate may not take into account the expenses
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of selling our assets) or upon the sale of your shares. Accordingly, we can make no assurances that such estimated value will satisfy the applicable annual valuation requirements under ERISA and the
Internal Revenue Code. ’

Shareholder Information

As of March 18, 2011, we had approximately 680,577 shares of common stock outstanding held by a total of 209 stockholders.
Distributions

As of May 20, 2010, we had received gross offering proceeds sufficient to satisfy the minimum offering amount for the Initial Public Offering and paid our first distribution on June 1,2010. Until

~ we generate sufficient cash flow from operations or funds from operations (“FFO”) to fully fund the payment of distributions, some or all of our distributions will be paid from other sources. We may

generate cash to pay distributions from financing activities, components of which may include borrowings (including borrowings secured by our assets) in anticipation of future operating cash flow and

proceeds of this offering. In addition, from time to time, the Advisor and its affiliates may agree to waive or defer all, or a portion, of the acquisition, asset ient or other fees or other incentives

due to them, enter into lease agreements for unleased space, pay general administrative expenses or otherwise supplement investor returns in order to increase the amount of cash available to make

distributions to our stockholders. In addition, to the extent we invest in development or redevelopment projects or in properties that have significant capital requirements, these properties may not
immediately generate cash flow from operations or FFO. Thus, our ability to make distributions may be negatively impacted, especially during our early periods of operation.

We expect our Board of Directors to declare distributions on a quarterly basis and to pay distributions to our stockholders on a monthly basis. We calculate these monthly distributions based
on daily record dates so our investors will become eligible for distributions immediately upon purchasing shares. Distributions will be paid to stockholders as of the record dates selected by the directors.

Distributions by quarter for the year ended December 31, 2010 were as follows:

Distributions Paid
Cash Flow Total Declared Ordinary
Provided by (Used Distributions Distribution Taxable Return of
2010 Reinvested Decl Per Share Dividend Capital

29439 1 108782 -0 T SETR 058 > e AT

(1) Our first distribution was paid on June 1,2010.

Distributions declared per share assumes the share was issued and outstanding each day during the period and was based on a declared daily distribution rate of $0.00191781 beginning May 20,

2010.

Equity Compensation Plan

We have adopted the Bluerock Enhanced Multifamily Trust, Inc. Long Term Incentive Plan, which we refer to as the Incentive Plan, in order to enable us to (1) provide an incentive to our
employees, officers, directors, and consultants and employees and officers of our advisor to increase the value of our common stock, (2) give such persons a stake in our future that corresponds to the
stake of each of our stockholders, and (3) obtain or retain the services of these persons who are considered essential to our long-term success, by offering such persons an opportunity to participate in
our growth through ownership of our common stock or through other equity-related awards. We intend to issue awards only to our independent directors under our Incentive Plan (which awards will be
granted under the independent director’s compensation plan). We have reserved and authorized an aggregate number of 2,000,000 shares of our common stock for issuance under the Incentive Plan.
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The following table provides information about our common stock that may be issued upon the exercise of options, warrants and rights under our incentive award plan, as of December 31, 2010.

Number of Securities
to Be Issued Upon Weighted-Average
Exercise of Exercise Price of Number of Securities
Outstanding Options, Outstanding Options, Remaining Available
Plan Category Warrants, and Rights Warrants, and Rights for Future Issuance
Equity compensation plans dpproved by security holders¢ ‘\ L LeTrs00

1,977,500

We have granted each of our independent directors 5,000 shares of restricted stock as of the commencement of the Initial Public Offering on October 15,2009, and 2,500 shares of restricted stock
as of their reelection to the Board of Directors on March 15,2010. The restricted stock vests as to 20% of the shares on the date of grant and as to 20% of the shares on each of the first four anniversaries
of the date of the grant thereafter.

Use of Proceeds from Sales of Registered Securities and Unregistered Sales of Equity Securities

On October 15, 2009, our Registration Statement on Form S-11 (File No. 333-153135), covering a public offering of up to 130 million shares of common stock, was declared effective under the
Securities Act of 1933. We commenced our initial public offering on October 15, 2009, upon retaining Select Capital Corporation as the dealer manager for our offering. We are offering 100 million shares
of common stock in our primary offering at an aggregate offering price of up to $1 billion, or $10 per share with discount available to certain categories of purchasers. The 30 million shares offered under
our distribution reinvestment plan are initially being offered at an aggregate offering price of $285 million, or $9.50 per share. We expect to offer shares of common stock in our primary offering over a two-
year period or until October 15, 2011. If we have not sold all of the shares within two years, we may extend the primary offering by up to 18 months. We may sell shares under the distribution
reinvestment plan beyond the termination of the primary offering until we have sold all shares under the plan.

As of March 18, 2011, we had sold approximately 680,577 shares of common stock in our ongoing public offering and raised gross offering proceeds of approximately $6,204,030. From this
amount, we incurred approximately $565,000 in selling commissions and dealer manager fees payable to our dealer manager. With the net proceeds of $4.3 million we invested in real estate investments
held through unconsolidated joint ventures.

During the fiscal year ended December 31,2010, upon re-election to the Board of Directors on March 15, 2010, each of our non-employee directors received an automatic grant of 2,500 shares of
restricted common stock pursuant to the Bluerock Enhanced Multifamily Trust, Inc. Independent Directors Compensation Plan. All such shares were issued pursuant to an exemption from registration
under Section 4(2) of the Securities Act of 1933.

Share Repurchase Plan
We have adopted a share repurchase program that may enable stockholders to sell their shares to us in limited circum We ded and restated our share repurchase program on

February 12, 2010. The effect of the amendment was to change the price at which we will repurchase the shares. As amended, prior to establishing the estimated value of our shares, the prices at which
we will initially repurchase shares are as follows:

The lower of $9.25 or the price paid to acquire the shares from us for stockholders who have held their shares for at least one year;

The lower of $9.50 or the price paid to acquire the shares from us for stockholders who have held their shares for at least two years;

The lower of $9.75 or the price paid to acquire the shares from us for stockholders who have held their shares for at least three years; and
- The lower of $10.00 or the price paid to acquire the shares from us for stockholders who have held their shares for at least four years.

As of March 18,2011 we had not repurchased any shares under our share repurchase plan.

Item 6. Selected Financial Data

‘We have omitted p ion of selected fi jal data b , as a smaller reporting company, we are not required to provide such information
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with the accompanying consolidated financial statements of Bluerock Enhanced Multifamily Trust, Inc., and the notes
thereto. As used herein, the terms “we,” “our” and “us” refer to Bluerock Enhanced Multifamily Trust, Inc., a Maryland corporation, and, as required by context, Bluerock Enhanced Multifamily Holdings
L.P., a Delaware limited partnership, which we refer to as our “operating partnership,” and to their subsidiaries. Also see “Forward-Looking Statements” preceding Part 1.

»

Overview
We are a recently formed Maryland corporation that intends to qualify as a REIT with our taxable year ended December 31, 2010.

As of May 20, 2010 we had received gross offering proceeds sufficient to satisfy the minimum offering amount. Accordingly, we broke escrow with respect to subscriptions received from all
states in which our shares are currently being offered. As of March 18,2011 we had accepted aggregate gross offering proceeds of $6,204,030. We will experience a relative increase in liquidity as we
accept additional subscriptions for shares and a relative decrease in liquidity as we spend net offering proceeds in connection with the acquisition, development and operation of our assets.

We intend to make reserve allocations as necessary to aid our objective of preserving capital for our investors by supporting the maintenance and viability of properties we acquire. If reserves
and any other available income become insufficient to cover our operating expenses and liabilities, it may be necessary to obtain additional funds by borrowing, refinancing properties or liquidating our
investment in one or more properties. There is no assurance that such funds will be available or, if available, that the terms will be acceptable to us.

We intend to make an election to be taxed as a REIT under Section 856(c) of the Internal Revenue Code. In order to qualify as a REIT, we must distribute to our stockholders each calendar year at
least 90% of our taxable income (excluding net capital gains). If we qualify as a REIT for federal income tax purposes, we generally will not be subject to federal income tax on income that we distribute to
our stockholders. If we fail to qualify as a REIT in any taxable year, we will be subject to federal income tax on our taxable income at regular corporate rates and will not be permitted to qualify as a REIT for
four years following the year in which our qualification is denied. Such an event could materially and adversely affect our net income and results of operations.

Our Investment Strategy

We intend to achieve our investment objectives by acquiring a diverse portfolio of real estate and real estate-related investments. We plan to diversify our portfolio by investment type, size,
property location and risk with the goal of attaining a portfolio that will generate attractive returns for our investors, with the potential for capital appreciation. Our targeted portfolio allocation is as
follows:

. Enhanced Multifamily. We intend to allocate approximately 50% of our portfolio to investments in well-located, institutional quality multifamily properties that we believe demonstrate
strong and stable cash flows, typically located in supply constrained sub-markets with relatively high expectations of rent growth. As appropriate, we intend to implement our advisor’s
Enhanced Multifamily strategy (as described in the prospectus relating to our ongoing public offering) at these properties, which we anticipate will create sustainable long-term increases
in property value and lead to increased returns to our investors by, among other benefits, generating higher rental revenue and reducing resident turnover.

. Value-Added Residential. We intend to allocate approximately 30% of our portfolio to investments in well-located, residential properties that offer a significant potential for short-term
capital appreciation through repositioning, renovation or redevelopment. In addition, we will seek to acquire properties available at opportunistic prices from distressed or time-
constrained sellers in need of liquidity. As appropriate, we intend to implement our advisor’s Enhanced Multifamily strategy at these properties as well.

. Real Estate-Related Investments. We intend to allocate approximately 20% of our portfolio in other real estate-related investments with the potential for high current income or significant
total returns. These investments could include first and second mortgages, subordinated, bridge and other loans, debt and other securities related to or secured by real estate assets, and
common and preferred equity, which may include securities of other REITs and real estate companies. Excluded from this 20% allocation is joint venture investments in which we
exercise some control. Subject to the provisions of our charter, some of these investments may be made in connection with programs sponsored, managed or advised by our affiliates or
those of our advisor.

Although the above outlines our target portfolio, we may make adjustments based on, among other things, prevailing real estate market conditions and the availability of attractive investment
opportunities. We will not forego an attractive investment because it does not fit within our targeted asset class or portfolio composition. We may use the proceeds of this offering to purchase or invest
in any type
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of real estate or real estate-related investment which we determine is in the best interest of our stockholders, subject to the provisions of our charter which limit certain types of investments.

Our primary objectives are to raise capital and to take advantage of favorable investment opportunities. We believe that the current economic environment will result in investment opportunities
for many high-quality real estate investments. To the extent that we have capital available to invest, we plan to actively pursue investment opportunities to continue to execute our business plan.

Results of Operations
Year ended December 31,2010 as compared to the year ended December 31,2009

The SEC declared the registration statement for our best efforts initial public offering effective on October 15, 2009, and we retained Select Capital Corporation to serve as our dealer manager for
the offering. Our results of operations as of December 31, 2010 are not indicative of those expected in future periods as we are in our organizational and development stage.

Net loss increased $1.9 million when compared to the 2009 period. We began our operations on December 3, 2009 with our acquisition of our 37.5% indirect equity interest in the Springhouse
property. During 2010 we acquired indirect equity interests in four additional properties.

We accounted for the acquisitions of our interests in properties through managing member LLCs in accordance with the provisions of the Consolidation Topic of the FASB ASC. We analyze our
investments in joint ventures to determine if the joint venture is a variable interest entity (a “VIE”) and would require consolidation. We (a) evaluate the sufficiency of the total equity at risk, (b) review the
voting rights and decision-making authority of the equity investment holders as a group, and whether there are any guaranteed returns, protection against losses, or capping of residual returns within the
group and (c) establish whether activities within the venture are on behalf of an investor with disproportionately few voting rights in making this VIE determination. We would consolidate a venture that
is determined to be a VIE if we were the primary beneficiary. Beginning January 1, 2010, a new accounting standard became effective and changed the methed by which the primary beneficiary of a VIE is
determined to a primarily qualitative approach whereby the variable interest holder, if any, that has the power to direct the VIE's most significant activities is the primary beneficiary. To the extent that our
joint ventures do not qualify as VIEs, we further assess the existence of a controlling financial interest under a voting interest model to determine whether the venture should be consolidated.

Under the equity method of accounting, our investments in the joint ventures are included on our balance sheet; however, the assets and liabilities of the joint ventures for which we use the
equity method are not included on our balance sheet.

Management and oversight fees were approximately $223,000 for the year ended December 31, 2010. This represents the 1% asset management fee due to the Advisor for oversight of the
properties and was $214,000 higher than 2009 due to the acquisitions made in 2010.

Acquisition costs were approximately $363,000 for the year ended December, 31, 2010 and relate to the acquisitions of Creekside, Meadowmont, Augusta and Hillsboro properties. Acquisition
costs were approximately $192,000 in 2009 as a result of the Springhouse acquisition.

General and administrative expenses were approximately $315,000 and include allowable operating expenses up to the 2% of average invested assets threshold. General and administrative
expenses were approximately $45,000 in 2009. The increase in 2010 is due to increased assets on which to base the average invested assets calculation and a full year of operations compared to 2 %
months in 2009.

Interest expense was approximately $259,000 and was for interest related to our affiliate notes used to fund our interests in the joint ventures. Interest expense was $15,000 for 2009 and was
related to an affiliate loan to fund our interest in the Springhouse joint venture.

Equity in loss of unconsolidated joint ventures was approximately $1.1 million for the year ended December 31, 2010 and represents our ownership share of net loss from our investments in the
managing member JV Entities. The table below reflects the components of the $1.1 million loss:

(2385
(373,100)

—

00605 45.100) S 59801 A4S0 A0
(653,300) (669,000)

$(34.731)

$(1,147,224)
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(1) We evaluate the performance of our properties based upon NOI, which is a non-Generally Accepted Accounting Principle (“‘GAAP”) supplemental financial measure. We use NOI to
evaluate the operating performance of our real estate and to make decisions concerning the operation of the property. We believe that NOI is essential to the investor in understanding the
value of income-producing real estate. Net Income is the GAAP measure that is most directly comparable to NOI; however, NOI should not be considered as an alternative to net income as
the primary indicator of operating performance as it excludes certain items such as depreciation and amortization, interest expense and corporate general and administrative

expenses. Additionally, NOI as defined by us may not be comparable to other RIETs or companies as their definitions of NOI may differ from our definition.
(2) Aggregate debt service ratio of 1.64.

The following is a summary of our investrnents as of December 31, 2010.

Indirect
Debt Service Equity
Multifamily Date Number of Coverage Interest in
i Units Proper

The Reserve at Creekside Village
#3 Tﬁ‘gﬁg@“\&\? e 5 5

Year ended D, ber 31,2009 ipared to the year ended December 31, 2008

During the period from inception (July 25, 2008) to December 31, 2008, we had been formed but had not yet commenced operations, as we had not yet begun our best-efforts initial public

offering. The results of operations represent our consolidated results from December 3, 2009, the date of our first acquisition, through December 31, 2009 and are not indicative of operating results for a
full year.

Management fees were approximately $9,000 and represents the 1% asset management fee due to the Advisor for oversight of the property.
Acquisition costs were approximately $192,000 as a result of the Springhouse investment.

General and administrative expenses were approximately $45,000 and include allowable operating expenses up to the 2% of average invested assets threshold permitted under our charter
limitations on total operating expenses. o

Interest expense was approximately $15,000 and was related to an affiliate loan to fund our interest in the Springhouse property.

Equity in loss of unconsolidated joint venture was approximately $177,000 and Tepresents our ownership share of net loss from our investment in the Springhouse Managing Member JV Entity
acquired December 3, 2009 and is detailed as follows:




Organization and Offering Costs

Some of our organization and offering costs were initially being paid by the Advisor, the dealer manager and their affiliates on our behalf. These organization and offering costs include all
expenses (other than selling commissions and the dealer manager fee) to be paid by us in connection with our initial public offering, including but not limited to (i) legal, accounting, printing, mailing and
filing fees; (ii) charges of the escrow holder; (iii) reimbursement of the dealer manager for amounts it may pay to reimburse the bona fide diligence expenses of broker-dealers; (iv) reimbursement to the
advisor for the salaries of its employees and other costs in connection with preparing supplemental sales materials; (v) the cost of educational conferences held by us (including the travel, meal and
lodging costs of registered representatives of broker-dealers); and (vi) reimbursement to the dealer manager for travel, meals, lodging and attendance fees incurred by employees of the dealer manager to
attend retail seminars conducted by broker-dealers. The Advisor and its affiliates have incurred on our behalf organization and offering costs of approximately $2.8 million through December 31, 2010.
Pursuant to the advisory agreement and the dealer manager agreement, we are obligated to reimburse our advisor, the dealer manager or their affiliates, as applicable, for organization and other offering
costs paid by them on our behalf; however, our advisor is obligated to.reimburse us to the extent selling cc issions, dealer ger fees and organization and other offering costs incurred by us exceed
15% of gross proceeds from our ongoing initial public offering. Through December 31, 2010, including shares issued through our DRIP, we had sold 677,618 shares in the offering for gross offering
proceeds of $6,204,030 and recorded organization costs of $49,931, other offering costs of $1,339,397 and selling commissions and dealer manager fees of $565,329.

Liquidity and Capital Resources

We are offering a maximum of $1,000,000,000 in shares and 2 minimum of $2,500,000 in shares of our common stock in our primary offering, at an offering price of $10.00 per share, with discounts
available for certain categories of purchasers. We also are offering up to $285,000,000 in shares pursuant to our distribution reinvestment plan at $9.50 per share.

Our principal demands for cash will be for acquisition costs, including the purchase price of any properties, loans or securities we acquire, and construction and development costs and the
payment of our operating and administrative expenses, continuing debt service obligations and distributions to our stockholders. Generally, we will fund our acquisitions from the net proceeds of our
public offering. We intend to acquire our assets with cash and mortgage or other debt, but we may acquire assets free and clear of permanent mortgage or other indebtedness by paying the entire
purchase price for the asset in cash or in units of limited partnership interest in our operating partnership. Due to the delay between the sale of our shares and our acquisitions, there may be a delay in the
benefits to our stockholders, if any, of returns generated from our investments.

We generally expect to meet our short-term liquidity requirements, such as our operating and administrative expenses, continuing debt service obligations and the payment of distributions,
through net cash provided by operations and net proceeds raised in our public offering. Operating cash flow is expected to increase as additional investments are added to our portfolio. We are
continuing to raise proceeds in our ongoing public offering; however, we suspended our offering on November 17, 2010 in order to restate certain of our financial statements and selling efforts did not
recommence until March 2, 2011. In order to fund general working capital while our offering was suspended, on January 20, 2011 we entered a loan agreement for a line of credit with an affiliate of our
sponsor that permits us to borrow up to $500,000 and we have borrowed $150,000 as of March 18,2011. Our current corporate operating expenses exceed the cash flow received from our investments in
real estate joint ventures. If the rate at which we raise offering proceeds does not improve significantly, our general and administrative costs will remain higher relative to the size of our portfolio and we
may be required to incur additional debt to fund our operations. To the extent cash on hand is not sufficient to meet our short-term liquidity requirements, we expect to utilize credit facilities obtained from
affiliates or unaffiliated third parties. Our sponsor has also agreed to defer payment of asset management fees, acquisition fees and operating and offering costs advanced on our behalf and current year
reimbursable operating expenses through 2011 as well as to fund any remaining cash shortfall, as necessary. In addition, as our sponsor has management control of the affiliates that are lenders to us and
thus has the authority to extend the notes that have maturities in 2011, it has committed to extend such notes based on our ability to repay those obligations.

In addition, our policy is generally to pay distributions from cash flow from operations. However, some or all of our distributions to date have been paid from proceeds from our public offering
and may in the future be paid from additional sources, such as from borrowings, advances from our advisor, and our advisor’s deferral of its fees and expense reimbursements. We expect to meet our
long-term liquidity requirements, such as scheduled debt maturities and repayment of short-term financing of future property acquisitions, through long-term secured and unsecured borrowings.
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Potential future sources of capital include secured or unsecured financings from banks or other lenders, establishing additional lines of credit, proceeds from the sale of properties and
undistributed cash flow.

Our charter prohibits us from incurring debt that would cause our borrowings to exceed 300% of our net assets unless a majority of our independent directors approves the borrowing. Our
charter also requires that we disclose the justification for any borrowings in excess of the 300% leverage guideline in the next quarterly report. Our independent directors approved the borrowing of up to

approximately $10.3 million to purchase the Springhouse, Creekside, Meadowmont, Augusta and Hillsboro properties resulting in a leverage ratio in excess of the 300% guideline. The independent
directors determined that the excess leverage was justified for the following reasons:

the loans enabled us to purchase the property and earn rental income more quickly;

the property acquisition is likely to increase the net offering proceeds from our initial public offering, thereby improving our ability to meet our goal of acquiring a diversified portfolio of
properties to generate current income for investors and preserve investor capital;

the loans are non-recourse to us; and
the prospectus for our initial public offering disclosed the likelihood that we would exceed the charter’s leverage guidelines during the early stages of the offering.
Cash Flows From Operating Activities

As of December 31, 2010, we owned indirect equity interests in five real estate properties. During the year ended December 31, 2010, net cash used in operating activities was $870,105 and
consisted of the following:

A net loss of $2,306,870;
Increase in receivables from affiliates of $542,529; and
Increase in other assets of $82,679.
This was offset by the following:
Cash distributions received for our unconsolidated joint ventures of $392,013;
Non cash adjustments that increase our cash flow from operations:

o loss in unconsolidated joint ventures of $1.1 million. This amount includes our pro-rata share of (1) non cash adjustment for the depreciation and amortization at the property
level and (2) any non-recurring acquisition costs incurred in the year we acquired our indirect equity interest in the property;

o Non cash adjustment for director’s stock compensation of $56,875; and

Increase in accounts payable and accrued liabilities of $465,861.

Cash Flows From Investing Activities

Our cash used in investing for the year ended December 31,2010 was $5.5 million for the acquisition of the indirect equity interests in the real estate properties indicated above.

Cash Flows From Financing Activities

Our cash flows from financing consist primarily of proceeds from our ongoing initial public offering and proceeds from affiliate loans less distributions paid to our stockholders. For the year
ended December 31, 2010, net cash provided by financing activities was $6.3 million and consisted of the following:

$4.3 million of cash provided by offering proceeds related to our initial public offering, net of (1) payments of commissions on sales of common stock and related dealer manager fees in
the amount of $565,000, (2) reimbursement of other offering costs to affiliates in the amount of $508,000 and (3) offering costs paid by us directly in the amount of $832,000;
$2.1 million of proceeds from affiliate loans, net of repayments.

This was offset by $129,374 of net cash distributions, after giving effect to distributions reinvested by stockholders of $63,000.

Funds from Opergﬁons and Modified Funds from Operations

Funds from operations (“FFO”) is a non-GAAP financial measure that is widely recognized as a measure of REIT operating performance. We consider FFO to be an appropriate supplemental

measure of our operating performance as it is based on a net income analysis of property portfolio performance that excludes non-cash items such as depreciation. The historical accounting convention
used
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for real estate assets requires straight-line depreciation of buildings and improvements, which implies that the value of real estate assets diminishes predictably over time. Since real estate values
historically rise and fall with market conditions, presentations of operating results for a REIT, using historical accounting for depreciation, could be less informative.. We define FFO, consistent with the
NAREIT’s definition, as net income, computed in accordance with GAAP, excluding gains (or losses) from sales of property, plus depreciation and amortization of real estate assets, and after adjustments
for unconsolidated partnerships and joint ventures. Adjustments for unconsolidated partnerships and joints ventures will be calculated to reflect FFO on the same basis.

In addition to FFO, we use modified funds from operations ("Modified Funds from Operations" or "MFFO"), which does not include one-time acquisition expenses to further evaluate our
operating performance. We believe that MFFO with this adjustment, like those already included in FFO, is helpful as a measure of operating performance because it excludes costs that management
considers more reflective of investing activities or non-operating valuation changes. Accordingly, we believe that MFFO can be a useful metric to assist management, investors and analysts in assessing
the sustainability of operating performance. Management's evaluation of our operating performance excludes acquisition expenses based on the following economic considerations:

In evaluating investments in real estate, including both business combinations and investments accounted for under the equity method of accounting, management's investment models and
analysis differentiate costs to acquire the investment from the operations derived from the investment. Acquisition costs related to business combinations are to be expensed. We believe by excluding
expensed acquisition costs, MFFO provides useful supplemental information that is comparable for each type of our real estate investments and is consi with manag 's analysis of the investing
and operating performance of our properties. In additions, it provides investors with information about our operating performance so they can better assess the sustainability of our operating
performance. Acquisition expenses include those incurred with the Advisor or third parties. The following tables present our calculation of FFO and MFFO for the years ended December 31, 2010 and
2009. Because we have been raising capital in our public offering since our inception, did not commence real estate operations until the end of 2009, and have made several additional equity investments in
2010, the results presented below are not directly comparable and should not be considered an indication of our historical operating performance.

Table 1 presents our pro-rata share of MFFO generated by our indirect equity interest in the properties. Table 2 presents a reconciliation of FFO and MFFO from our consolidated net loss.

TABLE 1 For the Year Ended For the Year Ended
December 31,2010 December 31, 2009

Creekside

P S XS

Meadow

MEFEO before operating expe
Operating expenses (3)

" ,2 «§§§
{495739) (54,896)
$(206485) - 0 L se 0y

(1) Ali properties, except Springhouse were acquired in 2010.
(2) Short term notes to be paid from proceeds of the equity raise.
(3) Reflects up to the 2% operating expense limitation on total operating expenses imposed by our charter.
TABLE 2 For the Year Ended For the Year Ended

December 31,2010
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method of accounting.
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Operating cash flow, FFO and MFFO may also be used to fund all or a portion of certain capitalizable items that are excluded from FFO and MFFO, such as tenant improvements, building
improvements and deferred leasing costs.

Presentation of this information is intended to assist the reader in comparing the sustainability of the operating performance of different REITs, although it should be noted that not all REITs
calculate FFO or MFFO the same way, so comparisons with other REITs may not be meaningful. FFO or MFFO should not be considered as an alternative to net income (loss), as an indication of our
liquidity, nor is either indicative of funds available to fund our cash needs, including our ability to make distributions. Both FFO and MFFO should be reviewed in connection with other GAAP
measurements.

Provided below is additional information related to selected non-cash items included in net loss above, which may be helpful in assessing our operating results.
Directors stock compensation of $56,875 and $36,250 was recognized for the years ended December 31,2010 and 2009, respectively

Amortization of deferred financing costs paid on behalf of our joint ventures of approximately $35,503 and $365 was recognized for the years ended December 31, 2010 and 2009,
respectively.

Distributions

We intend to make regular cash distributions to our stockholders, typically on a monthly basis. Our Board of Directors will determine the amount of distributions to be distributed to our
stockholders. The board’s determination will be based on a number of factors, including funds available from operations, our capital expenditure requirements and the annual distribution requirements
necessary to maintain our REIT status under the Internal Revenue Code. As a result, our distribution rate and payment frequency may vary from time to time. However, to qualify as a REIT for tax
purposes, we must make distributions equal to at least 90% of our “REIT taxable income” each year. Especially during the early stages of our operations, we may declare distributions in excess of funds
from operations.

Cash amounts distributed to stockholders during the year ended December 31,2010 were $129,374. Distributions funded through the issuance of shares under the DRIP during the year ended
December 31, 2010 were $63,334. For the year ended December 31, 2010, cash flows used in operations were $870,105. Accordingly for the year ended December 31,2010 cash fiow from operations did not
exceed cash amounts distributed to stockholders. The shortfall for the year ended December 31, 2010 was funded from proceeds from the Offering.

Distributions declared, distributions paid, cash flows from operations and funds from operations (“FFO”) and modified funds from operations (“MFFO”) were as follows:

Distributions Declared Distributions Paid
Cash Flow
from
2010 Cash Reinvested Total Cash Reinvested Total
B Quarter S st . sse : 5907 | NINI9B343 820439 s08782
Third Quarter 52,630 31422 77,374
S

(1) We paid our first distribution to shareholders on June 1, 2010.
Critical Accounting Policies

Below is a discussion of the accounting policies that management believes are critical. We consider these policies critical because they involve significant management judgments and
assumptions, require estimates about matters that are inherently uncertain and because they are important for understanding and evaluating our reported financial results. These judgments affect the
reported amounts of assets and liabilities and our disclosure of contingent assets and liabilities at the dates of the financial statements and the reported amounts of revenue and expenses during the
reporting periods. With different estimates or assumptions, materially different amounts could be reported in our consolidated financial statements. Additionally, other companies may utilize different
estimates that may impact the comparability of our results of operations to those of companies in similar businesses.
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Accounting for Joint Ventures

‘We analyze our investments in joint ventures to determine if the joint venture is a variable interest entity (a “VIE”) and would require consolidation. We (a) evaluate the sufficiency of the total
equity at risk, (b) review the voting rights and decision-making authority of the equity investment holders as a group, and whether there are any guaranteed returns, protection against losses, or capping
of residual returns within the group and (c) establish whether activities within the venture are on behalf of an investor with disproportionately few voting rights in making this VIE determination. We
would consolidate a venture that is determined to be a VIE if we were the primary beneficiary. Beginning January 1, 2010, a new accounting standard became effective and changed the method by which
the primary beneficiary of a VIE is determined to a primarily qualitative approach whereby the variable interest holder, if any, that has the power to direct the VIE’s most significant activities is the primary
beneficiary. To the extent that our joint ventures do not qualify as VIEs, we further assess the existence of a controlling financial interest under a voting interest model to determine whether the venture
should be consolidated.

Under the equity method of accounting, our investments in the joint ventures are included on our balance sheet; however, the assets and liabilities of the joint ventures for which we use the
equity method are not included on our balance sheet.

Principles of C [Ty Py

Ly

The consolidated financial statements include our accounts and the accounts of our majority-owned or controlled subsidiaries. All significant intercompany balances and transactions have been
eliminated in the consolidated financial statements. Investments in entities that are VIE's and where we are not the primary beneficiary, do not control through majority voting interest or where the other
owner has substantial participating rights are not consolidated and are reflected as investments in unconsolidated joint ventures under the equity method of accounting.

Off Balance Sheet Arrangements

In in Ui lidated Joint Ventures

‘We have the following indirect equity interests in unconsolidated joint ventures that own and operate rental properties:

o T

Property Indirect Equity Interest in Property

s

AN

Tidotad cubeids

QOur uncc ies are primarily engaged in the g and operation of multifamily real estate properties. The equity method of accounting (see Critical Accounting
Policies) is used for these investments in which we have the abilify to exercise significant influence, but not control, over operating and financial policies. As a result, the assets and liabilities of these joint
ventures are not included on our balance sheet. Total assets of our unconsolidated subsidiaries were $138 million as of December 31, 2010.

Subsequent Events
Status of the Offering

Our offering was suspended from November 17,2010 uatil March 2,201} in connection with our determination to restate certain of our financial statements,

s

Distributions Paid
Dollar amount of Shares
Month Total Distribution Cash Distribution Issued pursuant to DRIP

ciiber 2010= $40.286 o0

Distributions Declared

On January 13,2011 our Board of Directors declared distributions based on daily record dates for the period from January 13,2011 through March 31,2011.
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On March 22, 2011, our Board of Directors declared distributions based on daily record dates for the period from April 1, 2011 through July 31,2011. Distributions payable to each stockholder of
record were or will be paid in cash on or before the 15th day of the following month.

Distributions are calculated based on stockholders of record per day during the period at a rate of $0.00191781 per share per day and equal a daily amount that, if paid each day for a 365-day
period, would equal a 7.0% annualized rate based on a purchase price of $10.00 per share.

Affiliate Note Payable

On January 20, 2011, BEMT Meadowmont, LLC, a wholly owned subsidiary of our operating partnership (‘BEMT Meadowmont”) entered into an agreement with Bluerock Special Opportunity +
Income Fund I1, an affiliate of our sponsor (“SOIF II”) for a line of credit represented by a promissory note (the “Note™). Under the terms of the Note, BEMT Meadowmont may borrow, from time to time,
up to $500,000, for general working capital. The Note has a six-month term from the date of the first advance and matures on July 20, 2011. It bears interest compounding monthly at a rate of 30-day
LIBOR + 5.00%, subject to a minimum rate of 7.00%, annualized. Interest on the loan will be paid on a current basis from cash flow distributed to us from BR Meadowmont IV Member, LLC (the
“Meadowmont JV Member”). The Note is secured by a pledge of our indirect membership interest in the Meadowmont Property and a pledge of our direct membership interest in the Meadowmont JV
Member. As of March 18,2011 we had borrowed $150,000.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
We have omitted a discussion of quantitative and qualitative disclosures about market risk because, as a smaller reporting company, we are not required to provide such information.
Item 8. Financial Statements and Supplementary Data

The information required by this Item 8 is hereby included in our Consolidated Financial Statements beginning on page F-1 of the Annual Report on Form 10-K.

Item 9. Changes in and Disagr ts with Accountants on Acc ing and Fi ial Disclosure.

None
Item 9A. Controls and Procedures

During the fourth quarter of 2010, our audit committee met and, in consultation with and upon 1 g ’s rec dation, determined that the financial statements included in our previously
issued Annual Report on Form 10-K for the year ended December 31, 2009 and our Quarterly Reports on Form 10-Q for the periods ended March 31,2010 and June 30, 2010 should no longer be relied upon
because of adjustments to our accounting policies. We filed amended reports in the first quarter of 2011 to restate the financial statements included in those reports. In connection with the determination
to restate our fi ial our manag determined that we had not maintained a sufficient complement of personnel with the extensive familiarity with accounting literature necessary to
identify, research and analyze certain issues to ensure the proper selection, application and impl ion of GAAP. Manag t has since worked to strengthen its accounting and finance team to
correct the internal control deficiency identified. At this time, based on the size of our organization and the expertise level of our current accounting and finance team, we believe we have taken the steps

necessary to correct the weakness in our disclosure controls and procedures noted above.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(b) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), our management, including our Chief Executive Officer and Chief
Fi ial Officer, eval d, as of December 31,2010, the effectiveness of our disclosure controls and procedures as defined in Exchange Act Rule 13a-15(e) and Rule 15d-15(¢). Based on that evaluation,
our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of December 31, 2010, to provide reasonable assurance that information
required to be disclosed by us in this report filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified by the rules and forms of the
Exchange Act and is accumulated and communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosures.

We believe, however, that a controls system, no matter how well designed and operated, cannot provide absolute assurance that the objectives of the controls systems are met, and no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud or error, if any, within a company have been detected
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Management’s Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate intemnal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15(d)-15(f). Our management,
including our Chief Executive Officer and Chief Financial Officer, evaluated, as of December 31, 2010, the effectiveness of our internal control over financial reporting using the framework in Internal
Control ~ Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that our internal controls, as of December 31,2010, were effective.

Item 9B. Other Information
Entry into Amended and Restated Advisory Agreement

On March 30,2011, we entered an amended and restated advisory agreement with the Advisor. The amendment changes the timing in which the Advisor is repaid for amounts in excess of the
limit on total operating expenses approved by our independent directors as justified based on unusual and non-recurring factors. Under the previous advisory agreement, amounts approved in excess of
the total operating expense limit were carried forward to subsequent periods. Under the amended and restated advisory agreement, such amounts, once approved, may be repaid to the Advisor in such

period as the Advisor, in its discretion, requests.

Sponsor’s Agreement to Provide Us Financial Support and to Defer Payment of Certain Fees

On March 28, 2011, our sponsor, Bluerock Real Estate, LLC, confirmed its ag; to provide fi ial support to us sufficient for us to satisfy all of our obligations and debt service
requirements as they come due until at least January 1,2012 and will satisfy, on a timely basis, all of our liabilities and obligations that we are unable to satisfy when due from March 28,2011, through and
including January 1,2012. In addition, our sponsor has agreed to defer payment of current year property and asset management fees and operating expenses that are allocated to us, acquisition fees,
property and asset management fees and other costs, and operating expenses which have been accrued as of December 31,2010, and offering costs advanced on our behalf. In addition, our sponsor,
which has management control of the affiliates that are lenders to us, has the authority to extend and will extend the notes beyond December 31, 2011, depending on our ability to repay those obligations.

PART Il

Item 10. Directors, Executive Officers and Corporate Governance.

Our Executive Officers and Directors

The individuals listed as our executive officers below also serve as officers and employees of our advisor. As executive officers of the advisor, they manage our day-to-day affairs and carry out
the directives of our Board of Directors in the review, selection and recommendation of investment opportunities, and operating our acquisitions and monitoring the performance of those acquisitions to
ensure that they are consistent with our investment objectives. The duties our executive officers perform on our behalf, on the other hand, will not involve the review, selection and recommendation of
investment opportunities, but rather the performance of corporate governance activities on our behalf that require the attention of one of our corporate officers, including signing certifications required
under Sarbanes-Oxley Act of 2002, as amended, for filing with the our periodic reports. All of the individuals listed below as our directors have terms expiring on the date of the 2011 annual meeting or
until his or her successor is elected and qualified.

Age** Positiol Year First Became Director
2008

CNA
N/A

Jordan B. Ruddy
Jerold E, Novack

Bobby Majurader "5 T T AR IR e dependent Diréttor SE : g
Romano Tio 51 Independent Director 2009

* The address of each executive officer and director listed is Heron Tower, 70 East 55t Street, 9th Floor, New York, New York 10022.
** As of March 18,2011.

R. Ramin Kamfar, Chairman of the Board and Chief Executive Officer. Mr. Kamfar serves as our Chairman of the Board and Chief Executive Officer, and is the Chief Executive Officer of our advisor. He has
also served as the Chairman and Chief Executive Officer of Bluerock since its inception in October 2002. Mr. Kamfar has approximately 20 years of experience in building operating companies, and in
various aspects of real estate, mergers and acquisitions, private equity investing, investment banking, public and private financings, and retail operations.

From 1988 to 1993, Mr. Kamfar worked as an investment banker at Lehman Brothers Inc., New York, New York, where he specialized in mergers and acquisitions, corporate finance and private
placements. From 1993 to 2002, Mr. Kamfar was the CEO and Chairman of New World Restaurant Group, Inc. (now known as Einstein Noah Restaurant Group, Inc (NASDAQ: BAGL)), a company he
founded and grew through a consolidation and turnaround of several companies to approximately 800 locations and $400 million in gross revenues and a portfolio of brands which included Einstein Bros.
® and Noah's NY Bagels ® . From 1999 to 2002, Mr. Kamfar served as an active investor, advisor and member of the Board of Directors of Vsource, Inc., a technology company subsequently sold to
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Symphony House (KL: SYMPHNY), a leading business process outsourcing company focused on the Fortune 500 and Global 500. Mr. Kamfar received an M.B.A. degree with distinction in Finance in
1988 from The Wharton School of the University of Pennsylvania, located in Philadelphia, Pennsylvania, and a B.S. degree with distinction in Finance in 1985 from the University of Maryland located in
College Park, Maryland.

James G. Babb, III, President and Chief Investment Officer. Mr. Babb serves as our President and Chief Investment Officer and is on our Board of Directors, and is the President and Chief Investment
Officer of our advisor. Mr. Babb is also the Managing Director and Chief Investment Officer of Bluerock, which he joined in July 2007. He oversees all real estate sourcing, diligence, structuring and
acquisitions for Bluerock. He has been involved exclusively in real estate acquisition, management, financing and disposition for more than 20 years, primarily on behalf of investment funds since 1992,

From 1992 to August 2003, Mr. Babb helped lead the residential and office acquisitions initiatives for Starwood Capital Group, or Starwood Capital, most recently as a Senior Vice President.
Starwood Capital was formed in 1992 and during his tenure raised and invested funds on behalf of institutional investors through seven private real estate funds, each of which had investment objectives
similar to ours (but not limited to multifamily investments), and which in the aggregate ultimately invested approximately $8 billion in approximately 250 separate transactions. During such period, Mr.
Babb led or shared investment responsibility for over 75 investment transactions totaling approximately $2.5 billion of asset value in more than 20 million square feet of residential, office and industrial
properties located in 25 states and seven foreign countries, including a significant number of transactions that were contributed to the initial public offering of Equity Residential Properties Trust (NYSE:
EQR), and to create iStar Financial Inc. (NYSE: SFI). Mr. Babb was also active in Starwood Capital’s efforts to expand its platform to invest in Europe. From August 2003 to July 2007, Mr. Babb founded
his own principal investment company, Bluepoint Capital, LLC. Bluepoint was a private real estate investment company focused on the acquisition, development and/or redevelopment of residential and
commercial properties in the Northeast United States and Western Europe. Mr. Babb received a B.A. degree in Economics in 1987 from the University of North Carolina at Chapel Hill.

Jordan B. Ruddy, Senior Vice President and Chief Operating Officer. Jordan Ruddy serves as the Senior Vice President and Chief Operating Officer of our company and of our advisor. Mr. Ruddy is also
the President and Chief Operating Officer for Bluerock, which he joined in 2002. Mr. Ruddy has 20 years of experience in real estate acquisitions, financings, management and dispositions.

From 2000 to 2001, Mr. Ruddy served as an investment banker at Banc of America Securities LLC, where he was responsible for various types of real estate investment banking transactions
including equity offerings, debt placements and asset sales. From 1997 to 2000, Mr. Ruddy served as Vice President of Amerimar Enterprises, a real estate company specializing in value-added investments
nationwide, where he managed acquisitions, financings, leasing, asset management and dispositions involving over 1,500,000 square feet of commercial and multifamily real estate. From 1995 to 1997, Mr.
Ruddy served as an investment banker at Smith Barney Inc., where he was responsible for various types of real estate investment banking transactions including equity offerings, debt placements and
asset sales. From 1988 to 1993, Mr. Ruddy served in the real estate department of The Chase Manhattan Bank, most recently as a Second Vice President. Mr. Ruddy received an M.B.A. degree in Finance
and Real Estate in 1995 from The Wharton School of the University of Pennsylvania, located in Philadelphia, Pennsylvania, and a B.S. degree with high honors in Economics in 1986 from the London
School of Economics, located in London, England.

Jerold E. Novack, Senior Vice President and Chief Financial Officer. Mr. Novack serves as Senior Vice President and Chief Financial Officer of our company and our advisor. Mr. Novack has also served
as the Senior Vice President — Chief Financial Officer of Bluerock since October 2004. Mr. Novack has over 25 years of experience in public and private financings, operations and management.

From June 1994 to April 2002, Mr. Novack served in senior financial positions of New World Restaurant Group, Inc. (now known as Einstein Noah Restaurant Group, Inc. (NASDAQ: BAGL)),
including as its Executive Vice President and Chief Financial Officer. From 1982 to 1993, Mr. Novack held various senior financial positions at several specialty retail chains, including Mercantile
Department Stores and Brooks Fashion Stores. Mr. Novack received a B.S. degree in Accounting in 1976 from Brooklyn College, City University of New York.

Michael L. Konig, Senior Vice President, Secretary and General Counsel. Mr. Konig serves as the Senior Vice President and General Counsel of our company and our advisor. Mr. Konig has also served
as counsel for Bluerock and its affiliates since December 2004. Mr. Konig has over 20 years of experience in law and business.

From 1987 to 1997, Mr. Konig was an attorney at the firms of Greenbaum Rowe Smith & Davis and Ravin Sarasohn Cook Baumgarten Fisch & Baime, representing borrowers and lenders in
numerous financing transactions, primarily involving real estate, distressed real estate and Chapter 11 reorganizations, as well with respect to a broad variety of litigation and corporate law matters. From
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1998 to 2002, Mr. Konig served as legal counsel, including as General Counsel, at New World Restaurant Group, Inc. (now known as Einstein Noah Restaurant Group, Inc. (NASDAQ: BAGL)). From 2002
to December 2004, Mr. Konig served as Senior Vice President of Roma Food Enterprises, Inc. where he led operations and the restructuring and sale of the privately held company with approximately $300
million in annual revenues. Mr. Konig received a J.D. degree cum laude in 1987 from California Western School of Law, located in San Diego, California, and an M.B.A. degree in Finance in 1988 from San
Diego State University.

Brian D. Bailey, Independent Director. M. Bailey has served as one of our independent directors since January 2009. Mr. Bailey has more than 15 years of experience in sourcing, evaluating, structuring
and managing private investments, as well as 8 years of experience with real estate and real estate-related debt financing.

Mr. Bailey founded and currently serves as the Managing Member of Carmichael Partners, LLC, a private equity investment firm based in Charlotte, North Carolina. From December 2008 to
December 2009, Mr. Bailey served as a Senior Advisor of Carousel Capital, LLC, a private equity investment firm. From April 2000 to December 2008, Mr. Bailey served as a Managing Partner of Carousel
Capital. Since its inception, Carousel has made portfolio investments in more than 25 operating companies and has completed numerous additional acquisitions and fi ings related to these portfolio
companies, including sale leaseback transactions, and has utilized such financings in several of its investments. Mr. Bailey’s duties at Carousel Capital included sourcing and evaluating investment
opportunities, managing the firm’s investment process, serving on the firm’s Investment Committee, managing the firm’s fundraising efforts and communications with its limited partners and Board of
Advisors, and serving as a director on the boards of certain portfolio companies, some of which have meaningful real estate assets on their balance sheets. Thus, Mr. Bailey has been involved in the
management of numerous real estate issues over the course of his involvement with such portfolio companies. From 1999 to 2000, Mr. Bailey was a team member of Forstmann Little & Co., a private equity
firm in New York, New York. From 1996 to 1999, Mr. Bailey was a Principal at the Carlyle Group, a global private equity firm in Washington, D.C. Earlier in his career, Mr. Bailey worked in the leveraged
buyout group at CS First Boston in New York, New York and in the mergers and acquisitions group at Bowles Hollowell Conner & Company in Charlotte, North Carolina. Mr. Bailey has also worked in the
public sector, as Assistant to the Deputy Chief of Staff and Special Assistant to the President at the White House from 1994 to 1996 and as Director of Strategic Planning and Policy at the U.S. Small
Business Administration in 1994. He currently serves as a director of the Telecommunications Development Fund, a private equity investment fund headquartered in Washington, DC, and as a trustee at
the North Carolina School of Science and Mathematics. Mr. Bailey received a B.A. degree in Mathematics and Economics in 1988 from the University of North Carolina at Chapel Hill and an M.B.A. degree
in 1992 from the Stanford Graduate School of Business, located in Stanford, California.

I. Bobby Majumder, Independent Director. Mr. Majumder has served as one of our independent directors since January 2009. Mr. Majumder became a partner at the law firm of K&L Gates LLP in May
2005, where he specializes in corporate and securities transactions with an emphasis on the representation of underwriters, placement agents and issuers in both public and private offerings, private
investment in public equity (PIPE) transactions and venture capital and private equity funds.

From January 2000 to April 2005, Mr. Majumder was a partner at the firm of Gardere Wynne Sewell LLP. Through his law practice, Mr. Majumder has gained significant experience relating to the
acquisition of a number of types of real property assets including raw land, improved real estate and oil and gas interests. He is an active member of the Park Cities Rotary Club, a charter member of the
Dallas Chapter of The Indus Entrepreneurs and an Associates Board member of the Cox School of Business at Southern Methodist University. Mr. Majumder received a 1.D. degree in 1993 from
Washington and Lee University School of Law, located in Lexington, Virginia, and a B.A. degree in 1990 from Trinity University, located in San Antonio, Texas.

Romano Tio, Independent Director. Mx. Tio has served as one of our independent directors since January 2009. Mr. Tio serves as Managing Director at RM Capital Management LLC, a boutique
investment and advisory firm focused on investing in distressed commercial mortgages at discounts that provide attractive risk adjusted returns.

From January 2008 to May 2009, Mr. Tio served as a Managing Director and co-head of the commercial real estate efforts of HCP Real Estate Investors, LLC, an affiliate of Harbinger Capital
Partners Funds, a $10+ billion private investment firm specializing in event/distressed strategies. From August 2003 until December 2007, Mr. Tio was a Managing Director at Carlton Group Ltd., a
boutique real estate investment banking firm whese he was involved in over $2.5 billion worth of commercial real estate transactions. Earlier in his career, Mr. Tio was involved in real estate sales and
brokerage for 25 years. Mr. Tio received a B.S. degree in Biochemistry in 1982 from Hofstra University located in Hempstead, New York.

Selection of Directors
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In determining the composition of our Board of Directors, our goal was to assemble a group of individuals of sound character, judgment and business acumen, whose varied backgrounds,
leadership experience and real estate experience would complement each other to bring a diverse set of skills and perspectives to the board.

Mr. Kamfar, who controls our sponsor, was chosen to serve as the Chairman of the Board because, as our Chief Executive Officer, Mr. Kamfar is well positioned to provide essential insight and
guidance to the board from the inside perspective of the day-to-day operations of the company. Furthermore, Mr. Kamfar brings to the board approximately 20 years of experience in building operating
companies, and in various aspects of real estate, mergers and acquisitions, private equity investing, public and private financings, and retail operations. His experience with complex financial and
operational issues in the real estate industry, as well as his strong leadership ability and business acumen make him critical to proper functioning of our board.

Our Board of Directors selected Mr. Babb to serve as one of our directors because of his extensive expertise in real estate acquisition, management, finance and disposition. With more than 20
years of experience investing in and managing real estate investments, Mr. Babb offers key insights and perspective with respect to our real estate portfolio. As one of our executive officers and the Chief
Investment Officer of our advisor, Mr. Babb also informs and advises the board with respect to the critical operational issues facing our company.

Our Board of Directors selected Mr. Bailey as one of our independent directors to leverage his extensive experience in sourcing, evaluating, structuring and managing private equity investments
and his experience related to real estate and real-estate related debt financing. In addition, Mr. Bailey’s prior service on the audit committees of numerous privately held companies provides him with the
requisite skills and knowledge to serve effectively on our audit committee.

Our Board of Directors selected Mr. Majumder as one of our independent directors due to his depth of legal experience in advising clients with respect to corporate and securities transactions,
including representations of underwriters, placement agents and issuers in both public and private offerings. Mr. Majumder also brings with him significant legal experience relating to the acquisition of a
number of types of real estate assets.

Our Board of Directors selected Mr. Tio as one of our independent directors as a result of his demonstrated leadership skill and industry-specific experience developed through a number of high-
level management positions with investment and advisory firms specialized in the commercial real estate sector.

Code of Ethics and Whistleblower Policy

Our Board of Directors adopted a Code of Ethics, Whistleblower Policy, and Corporate Governance Guidelines on January 14,2009 that applies to our principal executive officer, principal financial
officer, principal accounting officer, controller and persons performing similar functions and all members of our Board of Directors. We believe these policies are reasonably designed to deter wrongdoing
and promote honest and ethical conduct; full, fair, accurate, timely, and understandable disclosure in our reporting to our stockholders and the SEC; compliance with applicable laws; reporting of
violations of the code; and accountability for adherence to the code. Copies of our Code of Ethics, Whistleblower Policy, and Corporate Governance Guidelines are filed as exhibits to this Form 10-K.

Item 11. Executive Compensation
Compensation of Executive Officers

We are externally managed by our advisor and have no employess; therefore, we do not pay any compensation directly to our named executive officers. Pursuant to our advisory agreement we
pay our advisor certain fees and reimburse certain expenses. See “Certain Transactions with Related Persons” below. Included in the expenses for which we reimburse our advisor are compensation
reimbursements for the portion of certain of our named executive officers’ salaries and benefits allocated to us for their services related to our operations. We do not reimburse compensation expenses to
the extent such individuals perform services in transactions for which our advisor receives an acquisition fee, origination fee or disposition fee.

For the years ended December 31, 2009 and 2010, we are obligated to reimburse our advisor for compensation amounts it paid to our Chief Financial Officer for services rendered on our
behalf. For the year ended December 31, 2010, we also obligated to reimburse our advisor for compensation amounts it paid to our Chief Operating Officer for services rendered on our behalf. The
amounts we are obligated to reimburse to our advisor for compensation paid to our Chief Financial Officer and Chief Operating Officer were less than $100,000, and as we reimbursed no amounts related to
our Chief Executive Officer’s compensation, as a smaller reporting company we
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have omitted a discussion of compensation paid to our executive officers. To the extent necessary to discharge any board responsibilities in the future relating to compensation of our executives, our
board intends to appoint a compensation committee composed of our independent directors. Officers will be eligible for awards under our Incentive Plan, however, we currently do not intend to grant any
such awards, and no awards have been granted to our executive officers under our Incentive Plan.

Compensation of Directors

If a director is also one of our executive officers, we do not pay any compensation for services rendered as a director. The amount and form of compensation payable to our independent
directors for their service to us is determined by our Board of Directors, based upon recommendations from our advisor. Two of our executive officers, Messrs. Kamfar and Babb, manage and control our
advisor, and through the advisor, they are involved in recommending and setting the compensation to be paid to our independent directors.

We have provided below certain information regarding compensation earned by and paid to our directors during fiscal year 2010.

Fees Earned or Paid in Restricted Stock
Name Cash in 2010 (1) Awards (2)
$15,000

. (1) Includes a $1,000 payment related to a joint board of directors/audit committee meeting held on November 11,2010 and paid in 2011 and the portion of the $25,000 annual retainer paid in 2010 for
services to be rendered in 2011 of $10,416.67.

@ Value of vested portion of October 15, 2009 and March 15, 2010 restricted stock grants as of March 18,2011,

(3) Directors who are also our executive officers do not receive compensation for services rendered as a director

We pay each of our independent directors:

. an annual retainer of $25,000;

$2,500 for each board meeting attended;

$2,000 for each committee meeting attended; and

$1,000 for each teleconference meeting of the board or any committee.

All directors receive reimbursement of reasonable out-of-pocket expenses incurred in connection with attendance at meetings of the Board of Directors.

We have approved and adopted an independent directors’ compensation plan, which operates as a sub-plan of our Incentive Plan. Under the independent directors compensation plan and
subject to such plan’s conditions and restrictions, each of our current independent directors received 5,000 shares of restricted stock on October 15, 2009, the date our offering was declared effective by
the SEC. Going forward, each new independent director that joins the board will receive 5,000 shares of restricted stock upon election or appointment to the board. In addition, on the date following an
independent director's re-election to the board, he or she will receive 2,500 shares of restricted stock. Restricted stock will vest as to 20% of the shares on the date of grant and as to 20% of the shares on
each of the first four anniversaries of the date of grant. Notwithstanding the foregoing, the restricted stock will become fully vested on the
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earlier occurrence of (1) the termination of the grantee’s service as a director due to his or her death, disability or termination without cause or (2) the occurrence of a change in our control.
Item 12. Security Ownership Of Certain Beneficial Owners And Management And Related Stockholder Matters

Stock Ownership

The following table sets forth the beneficial ownership of our common stock as of March 18, 2011, for each person or group that holds more than 5% of our common stock, for each director and executive
officer and for our directors and executive officers as a group

Number of Shares Percent of
Beneficially Owned @) All Shares
- TR - -

S

.

(1) The address of each beneficial owner listed is Heron Tower, 70 East 55t Street, 9tk Floor, New York, New York 10022,

(2) None of the shares are pledged as security.

(3) As of March 18, 2011, BER Holdings, LLC owned 23,089 shares of our common stock, all of which is issued and outstanding stock, and our advisor owned 1,000 shares of convertible stock, all of

which is issued and outstanding. Our advisor is controlled by BER Holdings, LLC, which is controlled by Mr. Kamfar. Thus, Mr. Kamfar has the power to direct how BER Holdings, LLC votes its
shares of common stock.

Equity Compensation Plan

We have adopted the Bluerock Enhanced Multifamily Trust, Inc. Long Term Incentive Plan, which we refer to as the Incentive Plan, in order to enable us to (1) provide an incentive to our
employees, officers, directors, and consultants and employees and officers of our advisor to increase the value of our common stock, (2) give such persons a stake in our future that corresponds to the
stake of each of our stockholders, and (3) obtain or retain the services of these persons who are considered essential to our long-term success, by offering such persons an opportunity to participate in
our growth through ownership of our common stock or through other equity-related awards. We intend to issue awards only to our independent directors under our Incentive Plan (which awards will be
granted under the independent director’s compensation plan). We have reserved and authorized an aggregate number of 2,000,000 shares of our common stock for issuance under the Incentive Plan.

The following table provides information about our common stock that may be issued upon the exercise of options, warrants and rights under our incentive award plan, as of December 31, 2010.
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Number of Securities

to Be Issued Upon Weighted-Average
Exercise of Exercise Price of Number of Securities
Outstanding Options, Outstanding Options, Remaining Available
Plan Category Warrants, and Rights Warrants, and Rights for Future Issuance
Equity compensation plans approved by security holders(t) — — 1,977,500
Equity compensation plans not approved by security holders — - —
Total — = 1,977,500

(1) We have granted each of our independent directors 5,000 shares of restricted stock as of the commencement of the Initial Public Offering on October 15, 2009, and 2,500 shares of restricted stock as of
their reelection to the Board of Directors on March 15,2010. The restricted stock vests as to 20% of the shares on the date of grant and as to 20% of the shares on each of the first four anniversaries of
the date of the grant thereafter.

Item 13. Certain Relationships And Related Transactions And Director Independence

Director Independence

Although our shares are not listed for trading on any national securities exchange, a majority of the members of our Board of Directors, and all of the members of the audit committee are
“independent.” An “independent” director is a person who is not one of our officers or employees or an officer or employee of our advisor or its affiliates and has not been so for the previous two years.
Serving as a director of, or having an ownership interest in, another program sponsored by Bluerock will not, by itself, preclude independent director status. The Board of Directors has determined that
Brian D. Bailey, I. Bobby Majumder and Romano Tio each satisfy these criteria. None of these directors has ever served as (or is related to) an employee of ours or any of our predecessors or acquired
companies or received or earned any compensation from us or any such other entities except for compensation directly related to service as a director of us. Therefore, we believe that all of these
directors are independent directors.

Certain Transactions with Related Persons

As described further below, we have entered into agreements with certain affiliates pursuant to which they will provide services to us. Our independent directors have reviewed the material
transactions between our affiliates and us since the beginning of 2010 as well as any such currently proposed transactions. Set forth below is a description of such transactions and the independent
directors’ determination of their fairness.
Our Relationship with Bluerock Enhanced Multifamily Advisor, LLC (our Advisor)

R. Ramin Kamfar, our chairman of the board and chief executive officer, indirectly owns BER Holdings, LLC, the sole owner of our advisor. Mr. Kamfar actively participates in the management

and operations of the advisor. Since our inception, our advisor has provided day-to-day management of our business. Among the services provided by our advisor under the terms of the advisory
agreement are the following:

finding, presenting and recornmending to us real estate investment opportunities consistent with our investment policies and objectives;
structuring the terms and conditions of our real estate investments, sales and joint ventures;

acquiring properties and other investments on our behalf in compliance with our investment objectives and policies;

sourcing and structuring our loan originations;

arranging for ﬁnal'\cing and refinancing of properties and our other investments;

entering into leases and service contracts for our properties;

supérvising and evaluating each property manager’s performance;

reviewing and analyzing the properties’ operating and capital budgets;
. ]
assisfing us in obtaining insurance;
4
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generating an annual budget for us;

reviewing and analyzing financial information for each of our assets and the overall portfolio;

formulating and overseeing the impk ation of strategies for the administration, promotion, management, operation, maintenance, improvement, financing and refinancing, marketing, leasing
and disposition of our properties and other investments;

performing investor-relations services;
maintaining our accounting and other records and assisting us in filing all reports required to be filed with the SEC, the IRS and other regulatory agencies;
engaging and supervising the performance of our agents, including our registrar and transfer agent; and

performing any other services reasonably requested by us.

Our advisor is subject to the supervision of our Board of Directors and only has such authority as we may delegate to it as our agent. The advisory agreement has a one-year term expiring
Octaber 15, 2011, and may be renewed for an unlimited number of successive one-year periods upon the mutual consent of our advisor and us. Additionally, either party may terminate the advisory
agreement without penalty upon 60 days’ written notice and, in such event, our advisor must cooperate with us and our directors in making an orderly transition of the advisory function. We have
compensated our advisor pursuant to the advisory agreement as set forth below.

Our advisor or its affiliates may pay some of our organization and offering costs (other than selling commissions and dealer manager fees) incurred in connection with our ongoing public
offering, including our legal, accounting, printing, mailing and filing fees. We reimburse our advisor for these costs, but only to the extent that the reimbursement would not cause selling commissions,
the dealer manager fee and other organization and offering expenses borne by us to exceed 15% of the gross offering proceeds of our ongoing public offering. In addition, our advisor is obligated to
reimburse us to the extent selling commissions, the dealer manager fee and other organization and offering costs incurred by us in the offering exceed 15% of gross offering proceeds. As of December 30,
2010 the advisor has incurred on our behalf organization and offering costs of approximately $2.8 million of which $508,000 has been reimbursed to the advisor in 2010. We met the minimum number of
shares in the Initial Public Offering on May 20, 2010 and the costs paid by the advisor on our behalf became a liability to us to the extent selling commissions, the dealer ger fee and other organization
and offering costs do not exceed 15% of the gross proceeds of the Initial Public Offering. As of December 31,2010, we had recognized organization and offering costs, other than selling commissions and
dealer manager fees of $1.3 million of which $832,000 was incurred directly by us and $508,000 was reimbursed to the advisor. When recorded by us, organization costs were expensed and offering costs,
which include selling commissions and dealer manager fees, are charged to stockholders’ equity. No organization and offering costs were recognized as of December 31, 2009 as the minimum number of
shares of our common stock had not been issued.

We incur acquisition fees payable to our advisor equal to 1.75% of the cost of our acquired investments, including acquisition expenses and any debt attributable to such investments. With
respect to investments in and originations of loans, in lieu of an acquisition fee we pay our advisor an origination fee equal to 1.75% of the amount funded by us to acquire or originate mortgage,
mezzanine, bridge or other loans, including any expenses related to such investment and any debt we use to fund the acquisition or origination of the loan. Acquisition and origination fees relate to
services provided in connection with the selection and acquisition or origination of real estate and real estate-related investments. Acquisition fees totaled approximately $363,000 and $192,000,
respectively for the years ended December 31, 2010 and 2009, which were expensed when incurred. We paid no origination fees during the periods.

In addition to acquisition and origination fees, we reimburse our advisor for amounts that it pays in connection with the selection, acquisition or development of a property or the selection and
acquisition or origination of a real estate-related investment, whether or not we uitimately acquire the asset. From January 1, 2010 through December 31, 2010, our advisor and its affiliates did not incur any
such costs.

For asset management services, we pay our advisor a monthly fee equal to one-twelfth of 1.0% of the higher of the cost or value of each asset, where cost excludes acquisition fees and expenses
but includes any debt attributable to the asset, as well as any costs we expend to develop, construct or improve an asset and where value is the fair market value established by an independent valuation
report. However, 50% of the asset management fee will not be payable until stockholders have received distributions in an amount equal to at least a 6.0% per annum cumulative, noncompounded
return. As of June 1,2010, we had satisfied this requirement and 100% of the asset
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management fee is payable. Asset management and oversight fees totaled approximately $223,000 and $9,000, respectively for the years ended December 31,2010 and 2009and were expensed when
incurred

Under our advisory agreement our advisor and its affiliates have the right to seek reimbursement from us for all costs and expenses they incur in connection with their provision of services to us,
including our allocable share of our advisor’s overhead, such as rent, employee costs, utilities and information technology costs. We do not, however, reimburse our advisor for personnel costs in
connection with services for which our advisor receives acquisition, origination or disposition fees or for personnel costs related to the salaries of our executive officers. From January 1, 2009 through
December 31, 2010, our advisor and its affiliates incurred approximately $677,000 of operating expenses on our behalf, which amount has not yet been reimbursed as of March 18,2011. Our charter Jimits
our total operating expenses at the end of four preceding fiscal quarters to the greater of (A) 2% of our average invested assets, or (B) 25% of our net income determined (1) without reductions for any
additions to reserves for depreciations, bad debts or other similar non-cash reserves and (2) excluding any gain from the sale of our assets for the period unless a majority or our independent directors
determines that such expenses were justified based on unusual and non-recurring factors. Due to the limitations discussed above and because operating expenses incurred directly by us have exceeded
the 2% threshold the amount due to the advisor has not been recorded on our income statement. Further, approximately $974,000 has been recorded as a receivable from the advisor for the excess
operating expenses over the 2% threshold incurred directly by us. On March 22,2011 our Board of Directors, including all of our independent directors, reviewed our total operating expenses for the four
fiscal quarters ended December 31, 2009 (and the four fiscal quarters ended each quarter after )and the four fiscal quarters to end March 31,2011 and unanimously determined the excess to be justified
because of the costs of operating a public company and our early stages of operating. Upon this approval these costs, totaling approximately $1.7 million, were expensed and $677,000 became a liability
to us.

The independent directors reviewed our relationship with our advisor during 2010 and considered it to be fair. The independent directors believe that the amounts payable to the advisor under
the advisory agreement are similar to those paid by other publicly offered, unlisted, externally advised REITs and that this compensation is necessary in order for the advisor to provide the desired level of
services to us and our stockholders. -

Other Services Provided by Affiliates

In addition to the services described above to be provided by our advisor and its affiliates, affiliates of our advisor may provide other property-level services to our company and may receive
compensation for such services, including leasing, loan servicing, property tax reduction and risk management fees. However, under no circumstances will such compensation exceed an amount that
would be paid to non-affiliated third parties for similar services. A majority of the independent directors must approve all compensation for such other services paid to our advisor or any of its affiliates.

Sponsor’s Agreement to Provide Us Financial Support and to Defer Payment of Certain Fees

On March 28, 2011, our sponsor, Bluerock Real Estate, LLC, confirmed its agr to provide fi ial support to us sufficient for us to satisfy all of our obligations and debt service
requirements as they come due until at least January 1,2012 and will satisfy, on a timely basis, all of our liabilities and obligations that we are unable to satisfy when due from March 28, 2011, through and
including January 1,2012. In addition, our sponsor has agreed to defer payment of current year property and asset management fees and operating expenses that are allocated to us, acquisition fees,
property and asset management fees and other costs, and operating expenses which have been accrued as of December 31, 2010, and offering costs advanced on our behalf. In addition, our sponsor,
which has management control of the affiliates that are lenders to us, has the authority to extend and will extend the notes beyond December 31,2011, depending on our ability to repay those obligations.

Proposed Transition to Affiliated Dealer Manager

We are in the process of seeking regulatory approval to transfer the dealer manager duties for this offering from our current dealer manager, Select Capital Corporation, a third party, to Halcyon
Capital Markets, LLC, our affiliate. An affiliate of our sponsor, BR Capital Markets, LLC currently owns a 20% interest in Halcyon Capital Markets, and the remaining 80% interest is owned by Halcyon
Holdings, LLC. BR Capital Markets is 100% owned by R. Ramin Kamfar, a principal of our advisor. We expect that prior to Halcyon Capital Markets assuming dealer manager responsibilities for this
offering, BR Capital Markets will acquire an 80% interest in Halcyon Capital Markets.

‘We expect that upon receipt of all required regulatory approvals, Halcyon Capital Markets will assume the role of dealer manager for the remainder of the offering period. We are currently
negotiating the terms of the dealer manager agreement with Halcyon Capital Markets; however, we expect the terms would be substantially the same as our current dealer manager agreement with Select
Capital Corporation. Pursuant to the terms of our current dealer ger ag our dealer ger receives a selling commission of 7% of the gross proceeds from the sale of shares of our common
stock in the primary offering. Our dealer manager also receives 2.6% of the gross proceeds from the sale of shares in the primary offering in the form of a dealer ger fee as comp ion for acting as
our dealer manager. Our dealer manager does not receive any selling commission or dealer manager fee for shares sold pursuant to our distribution reinvestment plan. We also reimburse our dealer
manager for bona fide due diligence expenses incurred and supported by detailed and itemized invoices.
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Affiliate Loans

In connection with our investment in the Springhouse joint venture, on December 3, 2009, BEMT Springhouse LLC, a wholly-owned subsidiary of our operating partnership (“BEMT
Springhouse™), entered into a loan agreement with Bluerock Special Opportunity + Income Fund (“BEMT Co-Investor”) pursuant to which BEMT Springhouse borrowed $2.8 million (the “BEMT Co-
Investor Springhouse Loan”). The BEMT Co-Investor Springhouse Loan initially had a six-month term, maturing June 3, 2010, which was subsequently extended to December 3, 2010 and again to June 3,
2011. A partial repayment in the amount of $1.1 million was made on June 23, 2010. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a minimum rate of 7.00%,
annualized. For the years ended December 31, 2010 and 2009, the interest rate on the BEMT Co-Investor Springhouse Loan was 7.00%. Interest on the loan will be paid on a current basis from cash flow
distributed to us from BR Springhouse Managing Member, LLC (the “Springhouse Managing Member JV Entity”). The BEMT Co-Investor Springhouse Loan is secured by a pledge of our indirect
membership interest in the Springhouse property and a pledge of BEMT Springhouse’s membership interest in the Springhouse Managing Member JV Entity,

In connection with our investment in the Creekside joint venture, on March 31, 2010, BEMT Creekside entered into a loan agreement with BEMT Co-Investor II pursuant to which it was
authorized to borrow up to $1.1 million (the “BEMT Co-Investor II Creekside Loan”), with respect to which BEMT Co-Investor II had advanced $542,000 in connection with closing. The BEMT Co-
Investor II Creekside Loan had a six-month term, maturing December 31,2010, and could be prepaid without penalty. It bore interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a
minimum rate of 7.00%, annualized. The BEMT Co-Investor IT Creekside Loan was secured by a pledge of our indirect membership interest in the Creekside property and a pledge of BEMT Creekside's
membership interest in the Creekside Managing Member JV Entity. The loan plus accrued interest was paid in full on September 28, 2010.

In connection with our investment in the Meadowmont joint venture, on April 9, 2010, BEMT Meadowmont LLC entered into a loan agreement with BEMT Co-Investor II pursuant to which it
was authorized to borrow up to $2.6 million (the “BEMT Co-Investor Il Meadowmont Loan™), with respect to which BEMT Co-Investor II advanced $1.4 million with respect to the acquisition. The BEMT
Co-Investor Il Meadowmont Loan had a six-month term, maturing October 9, 2010, and could be prepaid without penalty. It bore interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject
to a minimum rate of 7.00%, annualized. The BEMT Co-Investor Il Meadowmont Loan was secured by a pledge of our indirect membership interest in the Meadowmont property and a pledge of BEMT
Meadowmont’s membership interest in the Meadowmont Managing Member JV Entity. The loan plus accrued interest was paid in full on June 8,2010.

In connection with our investment in the Augusta joint venture, on September 1,2010, BEMT Augusta entered into a loan agreement with BEMT Co-Investor pursuant to which it borrowed $1.9
million (the “BEMT Co-Investor Augusta Loan”), in connection with the Augusta Property closing. The BEMT Co-Investor Augusta Loan initially had a six-month term maturing February 28,2011, which
was subsequently extended to August 31,2011. The loan may be prepaid without penalty. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a minimum rate of 7.00%,
annualized. Interest on the loan will be paid on a current basis from cash flow distributed to us from the Augusta Managing Member JV Entity. The BEMT Co-Investor Augusta Loan is secured by a
pledge of our indirect membership interest in the Augusta property and a pledge of BEMT Augusta’s membership interest in the Augusta Managing Member JV Entity.

In connection with our investment in the Hillsboro joint venture, on September 30, 2010, BEMT Hillsboro d into a loan ag; with BEMT Co-Investor II pursuant to which it borrowed
$1.3 million (the “BEMT Co-Investor If Hillsboro Loan). The BEMT Co-Investor II Hillsboro Loan initially had a six-month term maturing March 31, 2011, which was subsequently extended to September
30, 2011. The loan may be prepaid without penalty. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to 2 minimum rate of 7.00%, annualized. Interest on the loan will be
paid on a current basis from cash flow distributed to us from the Hillsboro Managing Member JV Entity. The BEMT Co-Iavestor II Hillsboro Loan is secured by a pledge of our indirect membership

interest in the Hillsboro property and a pledge of BEMT Hillsboro’s membership interest in the Hillsboro Managing Member JV Entity,
In accordance with the requirements of our charter, the affiliate loans were reviewed and approved by a majority of our Board of Directors (including a majority of our independent directors) as

being fair, competitive, and commercially reasonable and no less favorable to us than loans between unaffiliated parties under the same circumstances. Furthermore, due to the unique investment
opportunities presented, including the opportunity to distinguish ourselves competitively from other early-stage non-traded REITSs, our
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Board of Directors expressly considered and approved leverage in excess of our general charter-imposed limitations in connection with entering into the affiliate loans.
Item 14. Principal Accounting Fees and Services.

Independent Auditors
KPMG, LLP has served as our independent auditors since August 23, 2010. The appointment of KPMG, LLP as our independent public accc was unanimously approved by the Board of

Directors. KPMG, LLP is the successor to our former independent auditors, Freedman & Goldberg (“Freedman”). Freedman served as our independent auditors from our formation until August 23, 2010.

The aggregate fees billed to us for professional accounting services, including the audit of our annual financial statements by Freedman & Goldberg (“F&G”) for the years ended December 31,
2010 and 2009 and by KPMG, LLP for the year ended December 31, 2010, are set forth in the table below.

2010 2009

For purposes of the preceding table professional fees are classified as follows:

- Audit fees — These are fees for professional services performed for the audit of our annual financial statements and the required review of quarterly financial statements and other
procedures performed by Freedman & Goldberg in order for them to be able to form an opinion on our consolidated financial statements. These fees also cover services that are normally

provided by independent auditors in connection with statutory and reg ory filings or engag S

- Audit-related fees — These are fees for assurance and related services that traditionally are performed by independent auditors that are reasonably related to the performance of the
audit or review of the financial statements, such as due diligence related to acquisitions and dispositions, attestation services that are not required by statute or regulation, internal control
reviews and consultation concerning financial accounting and reporting standards.

- Tax fees — These are fees for all professional services performed by professional staff in our independent auditor's tax division, except those services related to the audit of our
financial statements. These include fees for tax compliance, tax planning and tax advice, including federal, state and local issues. Services may also include assistance with tax audits and appeals
before the IRS and similar state and local agencies, as well as federal, state and local tax issues related to due diligence.

+ All other fees — These are fees for any services not included in the above-described categories.

Pre-Approval Policies

In order to ensure that the provision of such services does not impair the auditors’ independence, the audit committee approved, on January 14, 2009, an Audit Committee Pre-approval Policy
for Audit and Non-audit Services. In establishing this policy, the audit committee considered whether the service is a permissible service under the rules and regulations promulgated by the SEC. In
addition, the audit committee, may, in its discretion, delegate one or more of its members the authority to pre-approve any audit or non-audit services to be performed by the independent auditors,
provided any such approval is presented to and approved by the full audit committee at its next scheduled meeting.

Since October 15, 2009, when we became a reporting company under Section 15(d) of the Securities Exchange Act of 1934, all services rendered by our independent auditors have been pre-
approved in accordance with the policies and procedures described above.
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PART IV
Item 15. Exhibits, Financial Statement Schedules.
(a) List of Documents Filed.
1. Financial Statements
The list of the financial statements filed as part of this Annual Report on Form 10-K is set forth on page F-1 herein.
(b) Exhibits.

The exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index attached hereto.

(c) Financial Statement Schedules.

All financial statement schedules, have been omitted because the required information of such schedules is not present, is not present in amounts sufficient to require a schedule or is included in
the financial statements.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.

DATE: March 31, 2011 /s/ R. Ramin Kamfar
R.Ramin Kamfar
Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.

BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.

DATE: March 31,2011 /s/ R. Ramin Kamfar
R.Ramin Kamfar
Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)
DATE: March 31,2011 /s/ Jerold E. Novack
Jerold E. Novack
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)

DATE: March 31,2011 /s/ Brian D. Bailey
Brian D. Bailey
Director

DATE: March 31, 2011 /s/ T Bobby Majumder
I Bobby Majumder
Director

DATE: March 31, 2011 /s/ Romano Tio

Romano Tio
Director
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Bluerock Enhanced Multifamily Trust, Inc.

We have audited the accompanying consolidated balance sheet of Bluerock Enhanced Muttifamily Trust, Inc. and subsidiaries as of December 31, 2010, and the related consolidated statements of

operations, stockholders’ equity, and cash flows for the year then ended. These consolidated financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Bluerock Enhanced Multifamily Trust, Inc. and subsidiaries as of
December 31,2010 and the resuits of their operations and their cash flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

I/s/ KPMG, LLP

Indianapolis, Indiana
March 31,2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Bluerock Enhanced Multifamily Trust, Inc.

We have audited the accompanying consolidated balance sheet of Bluerock Enhanced Multifamily Trust, Inc. as of December 31,2009, and the related consolidated statement of operations, stockholders’
equity, and cash flow for the year then ended. These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Qversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement, The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Bluerock Enhanced Multifamily Trust, Inc. as of December 31,2009,
and the consolidated results of its operations and its cash flows for the year then ended, in conformity with accounting principles generally accepted in the United States of America.

/s/ Freedman & Goldberg, CPAs, PC

Farmington Hills, MI

March 31,2010
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.

CONSOLIDATED BALANCE SHEETS

ASSETS

Investments in unconsolidated real estate joint ventures
Cash and cash equivalents

Due from affiliates
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Notes payable to affiliates
Accounts payable

Other accrued liabilities
Due to affiliates
Distributions payable

Total Liabilities
Redeemable common stock

Stockholders' equity

Preferred stock, $0.01 par value, 250,000,000 shares

authorized; none issued and outstanding
Common stock, $0.01 par value, 749,999,000 shares authorized;

677,618 and 37,200 shares issued and outstanding as of
December 31,2010 and 2009, respectively

Nonvoting convertible stock, $0.01 par value per share;
1,000 shares authorized, issued and outstanding

Additional paid-in-capital, net of costs

Cumulative distributions and net losses

Total stockholders' equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See Notes to Consolidated Financial Statements

F-4

As of December 31,
2010 2009
6301860 $ 2,385,450
125,237 186,863
524,248 -
82,679 -
7034024 § 2572313
43834578 $ 2,754,520
219,686 15,320
261,495 -
- 18,281
40,286 -
5,356,045 2,788,121
63,334
6,776 372
10 10
4,586,644 222,131
(2,978,785) (438,921)
1,614,645 (215,808)
7034024 § 2572313




BLUEROCK ENHANCED MULTIFAMILY TRUST, INC
CONSOLIDATED STATEMENTS OF OPERATIONS

For the years ended December 31,

2010 2009
Expenses
Asset management and oversight fees to affiliates 3 223436 $ 9,140
Acquisition costs to affiliates 362,766 191,953
General and administrative 314,691 45391
Total expenses 900,893 246,484
Other operating activities
Equity in loss of unconsolidated joint ventures (Note 5) ’ (1,147,224) (177,117)
Operating loss (2,048,117) (423,601)
Other expense
Interest expense to affiliates, net (258,753) (15,320)
Total other expense (258,753) (15,320)
Net loss $ (2306870) $ (438,921)
Basic and diluted loss per share 3 695 § (17.28
Weighted average ber of shares outstanding 333,701 25,405

See Notes to Consolidated Financial Statements
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Balance, January 1, 2009
Issuance of restricted stock, net
Deferred offering costs
Net Loss

Balance, December 31, 2009

Issuance of restricted stock, net
Issuance of common stock, net
Transfers to redeemable common stock
Distributions declared

Net loss

Balance, December 31, 2010

BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Convertible Stock Common Stock
Total
Number of Number of Additional Cumulative Stockholders'
Shares Par Value Shares Par Value Paid-in Capital Distributions Net loss Equity
1,000 10 22200 $ 222§ 200,769  $ - - 8 201,001
15,000 150 36,100 36,250
(14,138) (14,138)
(438,921) (438,921)
1,000 10 37,200 372 222,731 - (438,921) (215,808)
7,500 75 56,800 56,875
632918 6,329 4,370,447 4376,776
(63,334) (63,334)
(232,994) (232,994)
(2,306,870) (2,306,870)
1,000 10 671618 $ 6776 § 4586644 § (232,994) (2,745791) 1,614,645

See Notes to Consolidated Financial Statements
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Cash Flows from Operating Activities
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Equity in loss of unconsolidated joint ventures

Distributions from unconsolidated real estate joint ventures

Share based compensation charge attributable to

director's stock compensation plan

Increase in due to/(from) affiliates

Increase in other assets

Increase in accounts payable and other accrued liabilities
Net cash used in operating activities

Cash Flows from Investing Activities
Investment in unconsolidated real estate joint venture

Net cash used in investing activities

Cash Flows from Financing Activities
Distributions on common stock
Proceeds from notes payable
Repayment on notes payable
Issuance of common stock, net
Payment of offering costs

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental Disclosure of Cash Flow Information:
Interest Paid

Supplemental Discl e of Ni h Tr tions:
Distributions payable

Distributions paid to common stockholders through common stock
issuances pursuant to the distribution reinvestment plan

BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

See Notes to Consolidated Financial Statements
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For the years ended December 31,

2010 2009
(2306870)  $ (@38921)
1,147,224 177,117

392,013 -
56,875 36,250
(542,529) 18,281
(82.679) -
465,361 15320
(870,105) (191,953)
(5,455 647) (2.562,567)
(5455 647) (2.562,567)
(129,374) -
5,086,713 2,754,520
(3.006,655) -
4313442 -
- (14,138)
6,264,126 2,740,382
(61.626) (14,138)
186,863 201,001
1252371 $ 186,863
262864 $ -
4028 8 -
63334 § -




BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31, 2009

1. ORGANIZATION AND NATURE OF BUSINESS

Bluerock Enhanced Multifamily Trust, Inc. (the “Company™) was incorporated on July 25, 2008 under the laws of the state of Maryland. If we meet the qualification requirements, we intend to
elect to be treated as a real estate investment trust or REIT for Federal income tax purposes. We were incorporated to raise capital and acquire a diverse portfolio of residential real estate assets. Qur day-
to-day operations are managed by Bluerock Enhanced Multifamily Advisor, LLC, or our advisor, under an advisory agreement. Our advisor is affiliated with us in that we and our advisor have common
ownership and management. The use of the words “we,” “us” or “our” refers to Bluerock Enhanced Multifamily Trust, Inc. and its subsidiary Bluerock Enhanced Multifamily Holdings, L.P., or our
operating partnership, except where the context otherwise requires.

On August 22, 2008, we filed a registration statement on Form S-11 with the Securities and Exchange Commission (the “SEC”) to offer a maximurm of $1 ,000,000,000 in shares of our common stock
in our primary offering, at an offering price of $10.00 per share, with discounts available for certain categories of purchasers and up to $285,000,000 in shares pursuant to our distribution reinvestment plan
at $9.50 per share (the “Initial Public Offering”). The SEC declared our registration statement effective on October 15,2009 and we have retained Select Capital Corporation to serve as the dealer manager
of the Initial Public Offering. The dealer manager is responsible for marketing our shares in the initial public offering. As of May 20, 2010, we had received gross offering proceeds sufficient to satisfy the
minimum offering amount for the Initial Public Offering. Accordingly, we broke escrow with Tespect to subscriptions received from all states in which our shares are currently being offered. As of
December 31,2010, we had accepted aggregate gross offering proceeds of $6,204,030.

We intend to use substantially all of the net proceeds from the Initial Public Offering to invest in a diverse portfolio of real estate and real estate-related assets. As of December 31 ,2010, we own,
through joint venture partnerships, five muitifamily real estate properties discussed in detail in Note 4 (Investments in Real Estate).

Our offering was suspended from November 17, 2010 until March 2, 2011 in connection with our determination to restate certain of our financial st These r lted in
substantial unanticipated costs in the form of accounting, legal fees, and similar professional fees, in addition to the substantial diversion of time and attention of our Chief Financial Officer and members
of our accounting team in preparing the restatements. Although the restatement is complete, we can give no assurances that we will not incur additional costs associated with the restatements. Our
current corporate operating expenses exceed the cash flow received from our investments in real estate joint ventures. If the rate at which we raise offering proceeds does not improve significantly, our
general and administrative costs will remain higher relative to the size of our portfolio, our portfolio may not be as diversified as it would be otherwise and we may need to seek additional sources of
funding to address our short and long term liquidity requirements. Moreover, we cannot predict the impact of the restatement on our ability to increase sales. To the extent cash on hand is not sufficient
to meet our short-term liquidity requirements we expect to utilize credit facilities obtained from affiliates or unaffiliated third parties. Our sponsor has also agreed to defer payment of asset management
fees, acquisition fees and operating and offering costs advanced on our behalf and current year reimbursable operating expenses through 2011 as well as to fund any remaining cash shortfall, as
necessary. In addition, as our sponsor has management control of the affiliates that are lenders to us and thus has the authority to extend the notes that have maturities in 2011, it has committed to extend
such notes based on our ability to repay those obligations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation and Basis of Presentation

We operate as an umbrella partnership REIT structure in which our wholly-owned subsidiary, Bluerock Enhanced Multifamily Holdings, L.P., a Delaware limited partnership, or wholly-owned
subsidiaries of our operating partnership, owns substantially all of the properties or investments in joint ventures acquired on our behalf.

Because we are the sole general partner of our operating partnership and have unilateral control over its management and major operating decisions (even if additional limited partners are
admitted to our operating partnership), the accounts of our operating partnership are consolidated in our company’s consolidated financial staternents. All significant intercompany accounts and
transactions are eliminated in consolidation. We will consider future majority owned and controtled joint ventures for consolidation in accordance with the provisions required by the Consolidation Topic
of the Financial Accounting Standards Board (“FASB") Accounting Standards Codification (the “ASC”).

Joint Ventures

We analyze our investments in joint ventures to determine if the joint venture is a variable interest entity (a “VIE”) and would require consolidation. We (a) evaluate the sufficiency of the total
equity at risk, (b) review the voting rights and decision-making authority of the equity investment holders as a group, and whether there are any guaranteed returns, protection against losses, or capping
of residual returns within the group and (c) establish whether activities within the venture are on behalf of an investor with
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31, 2009

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

disproportionately few voting rights in making this VIE determination. We would consolidate a venture that is determined to be a VIE if we were the primary beneficiary. Beginning January 1, 2010, a new
accounting standard became effective that changed the method by which the primary beneficiary of a VIE is determined to a primarily qualitative approach whereby the variable interest holder, if any, that
has the power to direct the VIE’s most significant activities is the primary beneficiary. To the extent that our joint ventures do not qualify as VIEs, we further assess the existence of a controlling financial
interest under a voting interest model to determine whether the venture should be consolidated.

Use of Estimates

The preparation of the financial staternents in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. At the property level these
estimates include such items as purchase price allocation of real estate acquisitions, impairment of long-lived assets, depreciation and amortization and allowance for doubtful accounts. Actual results
could differ from those estimates.

Cash and Cash Equivalents

‘We consider all highly liquid investments purchased with an original maturity of three months or less to be cash equivalents. Cash equivalents may include cash and short-term investments.
Short-term investments are stated at cost, which approximates fair value. There are no restrictions on the use of our cash as of December 31,2010.

Deferred Financing Fees

Deferred financing fees, paid by us on behalf of our joint ventures, are recorded at cost within investments in unconsolidated real estate joint ventures and are amortized to equity in loss of
unconsolidated joint ventures using a straight-line method that approximates the effective interest method over the life of the related joint venture debt.

Stock-Based Compensation

We account for stock-based compensation in accordance with the provisions of the Stock Compensation Topic of the FASB ASC. This topic established a fair value based method of accounting
for stock-based compensation and requires the fair value of stock-based compensation awards to amortize as an expense over the vesting period and requires any dividend equivalents earned to be
treated as dividends for financial reporting purposes. Stock-based compensation awards are valued at the fair value on the date of grant and amortized as an expense over the vesting period. For the year
ended December 31, 2009, 5,000 shares of common stock were awarded to each of the three independent directors upon effectiveness of our initial public offering on October 15, 2009 and for the year
ended December 31,2010, 2, 500 shares of common stock were awarded upon their reelection to our Board of Directors on March 15,2010.

Distribution Policy

We intend to elect to be taxed as a REIT and to operate as a REIT beginning with our taxable year ending December 31, 2010. To maintain our qualification as a REIT, we are required to make
distributions each taxable year equal to at least 90% of our REIT annual taxable income (excluding net capital gains and income from operations or sales through a taxable REIT subsidiary, or TRS). We
expect to authorize and declare daily distributions that will be paid on a monthly basis.

Distributions to stockholders will be determined by our Board of Directors and will be dependent upon a number of factors relating to the Company, including funds available for the payment of
distributions, financial condition, the timing of property acquisitions, capital expenditure requirements, and annual distribution requirements in order to maintain our status as a REIT under the Internal
Revenue Code of 1986, as amended (the “Code”) and other considerations as our Board of Directors may deem relevant.

Related Party Transactions
Pursuant to the Advisory Agreement, we are obligated to pay the Advisor specified fees upon the provision of certain services related to, the investment of funds in real estate and real estate-

related investments, management of our investments and for other services (including, but not limited to, the disposition of investments). We are also obligated to reimburse the Advisor for organization
and offering costs incurred by the Advisor on our behalf, and we are obligated to reimburse the Advisor for acquisition and origination
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31, 2009

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

expenses and certain operating expenses incurred on our behalf or incurred in connection with providing services to us. We record all related party fees as incurred, subject to any limitations described
in the Advisory Agreement.

Organization and Offering Costs

Our organization and offering costs (other than selling commissions and the dealer manager fee) are being paid directly by us and by the advisor, the dealer manager or their affiliates on our
behalf. These other organization and offering costs include all expenses to be paid by us in connection with our public offering, including but not limited to (i) legal, accounting, printing, mailing and filing
fees; (ii) charges of the escrow holder and transfer agent; (iii) charges of the advisor for administrative services related to the issuance of shares in the offering; (iv) reimbursement of the dealer manager
for amounts it may pay to reimburse the bona fide diligence expenses of broker-dealers; (v) reimbursement to the advisor for costs in connection with preparing supplemental sales materials; (vi) the cost
of bona fide training and education meetings held by us (primarily the travel, meal and lodging costs of registered representatives of broker-dealers); (vii) reimbursement to the dealer manager for
attendance and sponsorship fees and cost reimbursements for employees of the dealer manager to attend retail seminars conducted by broker-dealers; and (viii) in special cases, reimbursement to
participating broker-dealers for technology costs associated with the offering, costs and expenses related to such technology costs, and costs and expenses associated with the facilitation of the
marketing of the shares in the offering and the ownership of the shares by such broker-dealers’ customers. Pursuant to the advisory agreement and the dealer manager agreement, we are obligated to
reimburse the advisor, the dealer manager or their affiliates, as applicable, for organization and offering costs paid by them on our behalf, provided that the advisor is obligated to reimburse us to the
extent selling commissions, the dealer manager fee and other organization and offering costs incurred by us in the offering exceed 15% of gross offering proceeds. As of December 31 , 2010 and December
31, 2009, the advisor has incurred on our behalf organization and offering costs of approximately $2.8 million and $2.4 million, respectively of which $508,000 has been reimbursed to the advisor. We met
the minimum number of shares in the Initial Public Offering on May 20, 2010 and the costs paid by the advisor on our behalf became a liability to us to the extent selling cc issions, the dealer
fee and other organization and offering costs do not exceed 15% of the gross proceeds of the Initial Public Offering. As of December 31, 2010, we had recognized organization and offering costs, other
than selling issions and dealer ger fees of $1.3 million of which $832,000 was incurred directly by us and $508,000 was reimbursed to the advisor. No organization and offering costs were
recognized as of December 31, 2009 as the minimum number of shares of our common stock had not been issued. When recorded by us, organization costs were expensed and offering costs, which
include selling commissions and dealer manager fees, are charged to stockholders’ equity.

Operating Expenses

‘We reimburse the advisor for all reasonable and incurred expenses in connection with services provided to us, subject to the limitation that we will not reimburse any amount that would cause
our total operating expenses at the end of four preceding fiscal quarters to exceed the greater of 2% of our average invested assets or 25% of our net income determined (1) without reductions for any
additions to reserves for depreciation, bad debts or other similar non-cash reserves and (2) excluding any gain from the sale of our assets for the period unless a majority of our independent directors has
determined such expenses were justified based on unusual and non-recurring factors. If such excess expenses are not approved by a majority of our independent directors, our advisor must reimburse us
at the end of the four fiscal quarters the amount by which the aggregate expenses during the period paid or incurred by us exceed the limitations provided above. We will not reimburse the advisor for
personnel costs in connection with services for which the advisor receives acquisition, origination or disposition fees. As of December 31, 2010 approximately $677,000 of operating expenses have been
incurred on our behalf. Due to the limitations discussed above and because operating expenses incurred directly by us have exceeded the 2% threshold, the amount due to the advisor has not been
recorded on our income statement. Further, approximately $974,000 has been recorded as a receivable from the advisor for the excess operating expenses incurred directly by us. On March 22,2011 our
Board of Directors, including all of our independent directors, reviewed our total operating expenses for the four fiscal quarters ended December 31,2009 (and the four fiscal quarters ended each quarter
thereafter) and the four fiscal quarters to end March 31,2011 and unanimously determined the excess to be justified because of the costs of operating a public company and our early stages of

operating. Upon this approval these costs, totaling approximately $1.7 million, were expensed and $677,000 became a liability to us. Our advisor has agreed to defer repayment of these costs until a later
date.

F-10




BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31, 2009

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Centinued)
Selling Commissions and Dealer Manager Fees

We pay the dealer manager up to 7% and 2.6% of the gross offering proceeds from the primary offering as selling commissions and dealer manager fees, respectively. A reduced sales commission
and dealer manager fee is paid with respect to certain volume discount sales. No sales commission or dealer manager fee is paid with respect to shares issued through the dividend reinvestment plan. The
dealer manager reallows 100% of sales commissions earned to participating broker-dealers. The dealer manager may reallow to any participating broker-dealer up to 1% of the gross offering proceeds
attributable to that participating broker-dealer as a marketing fee and, in special cases, the dealer manager may increase the reallowance. As of December 31, 2010, the Company had incurred approximately
$565,000 of selling commissions and dealer manager fees; the Company had incurred no selling cc issions and dealer ger fees as of December 31, 2009 as the minimum number of shares of our
common stock had not been issued.

Acquisition and Origination Fees

We pay the Advisor an acquisition fee equal to 1.75% of the cost of investments acquired, including acquisition expenses and any debt attributable to such investments. With respect to
investments in and originations of loans, we pay an origination fee equal to 1.75% of the amount funded by us to acquire or originate mortgage, mezzanine, bridge or other loans, including any expenses
related to such investments and any debt we use to fund the acquisition or origination of these loans. We do not pay an acquisition fee with respect to investments in loans. For the years ended
December 31,2010 and 2009 we had incurred approximately $363,000 and $192 000, respectively, of acquisition fees.

Asset Management Fee
With respect to investments in real estate, we pay the advisor a monthly asset management fee equal to one-twelfth of 1% of the amount paid or allocated to acquire the investment excluding
acquisition fees and expenses related thereto and the amount of any debt associated with or used to acquire such investment. In the case of investments made through joint ventures, the asset

management fee will be determined based on our proportionate share of the underlying investment. For the years ended December 31, 2010 and 2009 we had incurred approximately $223,000 and $9,000,
respectively, of asset management fees.

Financing Fee

We pay the Advisor a financing fee equal to 1% of the amount, under any loan or line of credit, made available to us. As of December 31, 2010 and 2009 we had incurred approximately $75,000 and
$44.000, respectively, of financing fees.

Independent Director Comp

We pay each of our independent directors an annual retainer of $25,000. In addition, the independent directors are paid for attending meetings as follows: (i) $2,500 for each board meeting
attended, (ii) $2,000 for each committee meeting attended, (iii) $1,000 for each teleconference board meeting attended, and (iv) $1,000 for each teleconference committee meeting attended. All directors also
receive reimbursement of reasonable out-of-pocket expenses incurred in connection with attendance at meetings of the Board of Directors. In addition 5,000 shares of restricted stock were granted upon
initial election to the board and 2,500 shares of restricted stock will be granted upon re-¢lection to the board. Director compensation is an operating expense of the Company that is subject to the operating
expense reimbursement obligation of the advisor discussed in Note 8, “Related -Party Transactions.”

Income Taxes

We intend to elect to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended, and intend to operate as such commencing with our taxable year
ended December 31, 2010. We expect to have little or no taxable income prior to electing REIT status. To qualify as a REIT, we must meet certain organizational and operational requirements, including a
requirement to distribute at least 90% of our annual REIT taxable income to stockholders (which is computed without regard to the dividends paid deduction or net capital gain and which does not
necessarily equal net income as calculated in accordance with GAAP). As a REIT, we generally will not be subject to federal income tax to the extent we distribute qualifying dividends to our stockholders.
Even if we qualify for taxation as a REIT, we may be subject to certain state and local taxes on our income and property, and federal income and excise taxes on our undistributed income. If we fail to
qualify as a REIT in any taxable year, we will be subject to federal
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31,2009

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

income tax on our taxable income at regular corporate income tax rates and generally will not be permitted to qualify for treatment as a REIT for federal income tax purposes for the four taxable years
following the year during which qualification is lost, unless the Internal Revenue Service grants us relief under certain statutory provisions. Such an event could materially adversely affect our net income
and net cash available for distribution to stockholders. However, we intend to organize and operate in such a manner as to qualify for treatment as a REIT.

For the year ended December 31,2010 all distributions received by the shareholders were classified as return of capital for tax purposes due to the net loss recorded by us.

We have concluded that there are no significant uncertain tax positions requiring recognition in our financial statements. Nejther we nor our subsidiaries have been assessed interest or penalties

by any major tax jurisdictions. Our evaluations were performed for the tax years ending December 31,2010 and 2009. As of December 31, 2010, returns for the calendar years 2008 through 2009 remain
subject to examination by major tax jurisdictions.

Net Loss Per Common Share

For the Year Ended

o ks (2.306,870);
on restricted stock expected to vest (11,300)

GSSatTbUtAbIS b Common sharsholdgss

333,701

333,701

(1) Excludes 16,142 and 9,436 shares related to non-vested restricted stock for the years ended December 31 ,2010 and 2009, respectively. Also excludes any dilution related to the 1,000 shares of
convertible stock as the conversion would be anti-dilutive and currently there would be no conversion into common shares.

Reportable Segment

Our current business consists of investing in and operating multifamily communities. Substantially all of our consolidated net loss is from investments in real estate properties that we own
through Co-Investment Ventures which we account for under the equity method of accounting. We internally evaluate operating performance on an individual property level and view our real estate
assets as one industry segment, and, accordingly, our properties will be aggregated into one reportable segment.

Fair Value Measurements

Fair value is defined as the price that would be received upon the sale of an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. The GAAP
fair value framework uses a three-tiered approach. Fair value measurements are classified and disclosed in one of the following three categories:

Level 1: unadjusted quoted prices in active markets that are accessible at the measurement date for identical assets or liabilities;

Level 2: quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active, and model-derived valuations in which
significant inputs and significant value drivers are observable in active markets; and

Level 3: prices or valuation techniques where little or no market data is available that requires inputs that are significant to the fair value measurement and unobservable.




BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2010 and DECEMBER 31, 2009

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Share Repurchase Plan and Redeemable Common Stock
The Company has adopted a share repurchase plan that may enable stockholders to sell their shares to the Company in limited circumstances.
There are several limitations on the Company’s ability to repurchase shares under the share repurchase plan:
‘We may not repurchase shares until the stockholder has held the shares for one year.
During any calendar year, the share repurchase plan limits the number of shares we may repurchase to those that we could purchase with the net proceeds from the sale of shares

under the distribution reinvestment plan during the previous fiscal year.
During any calendar year, we may not repurchase in excess of 5% of the number of shares of common stock outstanding as of the same date in the prior calendar year.

Pursuant to the plan, we will initially repurchase shares at prices determined as follows:
The lower of $9.25 or the price paid to acquire the shares from us for stockholders who have held their shares for at least one year;
The lower of $9.50 or the price paid to acquire the shares from us for stockholders who have held their shares for at least two years;
The lower of $9.75 or the price paid to acquire the shares from us for stockholders who have held their shares for at least three years; and
The lower of $10.00 or the price paid to acquire the shares from us for stockholders who have held their shares for at least four years

Our Board of Directors may amend or modify any provision of the plan at any time in its discretion without prior notice to participants. In the event that our Board of Directors amends,
suspends or terminates the share repurchase plan, however, the Company will send stockholders notice of the change(s) following the date of such amendment, suspension or modification, and will
disclose the change(s) in a report filed with the SEC on either Form 8-K, Form 10-Q or Form 10-K,, as appropriate.

We record amounts that are redeemable under the share repurchase plan as redeemable common stock in the accompanying consolidated balance sheets because the shares are redeemable at the
option of the holder and therefore their redemption is outside our control. The maximum amount redeemable under our share repurchase plan is limited to the number of shares we could repurchase with
the amount of the net proceeds from the sale of shares under the distribution reinvestment plan during the prior fiscal year. However, because the amounts that can be repurchased in future periods are
determinable and only contingent on an event that s likely to occur (e.g., the passage of time), we present the net proceeds from the current dividend reinvestment plan, net of current year redemptions,
as redeemable common stock in the accompanying consolidated balance sheets.

We classify financial instruments that represent a mandatory obligation to us to repurchase shares as liabilities. When we determine we have a mandatory obligation to repurchase shares under
the share repurchase plan we will reclassify such obligations from temporary equity to a liability based upon their respective settlement values.

We limit the dollar value of shares that may be repurchased under the program as described above. During the year ended December 31,2010, we did not repurchase any shares pursuant to our

share repurchase plan because of the restriction that during each calendar year redemptions are limited to the amount of net proceeds from the sale of shares under our distribution reinvestment plan
during the prior calendar year and the restriction that shareholders hold their shares for one year. June 1, 2010 was the first month that shares were issued under the distribution reinvestment plan.
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31,2010 and PECEMBER 31,2009

3. RECENT ACCOUNTING PRONOUNCEMENTS

In January 2010, the FASB issued Accounting Standards Update (“ASU™) No. 201001, Equity (Topic 505): Accounting for Distributions to Shareholders with Components of Stock and Cash
(“ASU No. 2010-01”). This ASU clarifies that when the stock portion of a distribution allows stockholders to elect to receive cash or stock with a potential limitation on the total amount of cash that all
stockholders can elect to receive in the aggregate, the distribution would be considered a share issuance as opposed to a stock dividend and the share issuance would be reflected in earnings per share
prospectively. ASU No. 2010-01 was effective for interim and annual periods ending on or after December 15, 2009 and was required to be applied on a retrospective basis. The adoption of ASU No. 2010-
01 did not have an impact on our consolidated financial statements.

In January 2010, the FASB issued ASU No. 2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair Value Measurement (“ASU No. 2010-06”),
ASU No. 2010-06 requires additional disclosures regarding significant transfers in and out of Levels 1 and 2 fair value measurements, including a description of the reasons for the transfers. Further, this

ASU requires additional disclosures about purchases, sales, i and settlements relating to the activity in Level 3 fair value measurements. ASU No. 2010-06 was effective for interim and annual
reporting periods beginning after December 15, 2009, except for the disclosures about purchases, sales, i and settl ts relating to the activity in Level 3 fair value measurements. Those

disclosures are effective for fiscal years beginning after December 15,2010 and for interim periods within those fiscal years. The adoption of ASU No. 2010-06 did not have a material impact on our
consolidated financial statements.

4. ACQUISITIONS

During the year ended December 31, 2010, we acquired an equity interest in the following properties:

Total
Property Name Acquisition Land and Land In Place Lease Building and Furnitures and Purchase
Location of Property Date Improvements i Im; Fixtures Price (1)
e RediE et -
=

Thé Apal:tme
Chapel HillLNC
The,

Gardens at Hi

3.9
32,394,000

1Is 472,000

(1) Total purchase price excludes acquisition fees and closing costs which were expensed.

The Reserve at Creekside

We invested $542,000 to acquire a 33.33% equity interest in BR Creekside Managing Member, LLC (the “Creekside Managing Member JV Entity”) through a wholly-owned subsidiary of our
operating partnership, BEMT Creekside, LLC (“BEMT Creekside”). Bluerock Special Opportunity + Income Fund, LLC (“BEMT Co-Investor”) and Bluerock Special Opportunity + Income Fund II, LLC
(“BEMT Co-Investor II”) each invested $542,000 to acquire the remaining 66.66% interest in the Creekside Managing Member JV Entity. BEMT Creekside, BEMT Co-Investor and BEMT Co-Investor II
are co-managers of the Creekside Managing Member JV Entity. Under the terms of the operating agreement for the Creekside Managing Member JV Entity, certain major decisions regarding the
investments of the Creekside Managing Member JV Entity require the unanimous approval of the Company (through BEMT Creekside), BEMT Co-Investor and BEMT Co-Investor II. If the Company,
BEMT Co-Investor and BEMT Co-Investor II are not able to agree on a major decision or at any time after March 31, 2013, any party may initiate a buy-sell proceeding. Additionally, any time after March
31, 2013, any party may initiate a proceeding to force the sale of the Creekside Managing Member JV Entity’s interest in the Creekside JV Entity (defined below) to a third party, or, in the instance of the
nor-initiating parties’ rejection of a sale, cause the non-initiating parties to purchase the initiating party’s interest in the Creekside Managing Member JV Entity.

The Creekside Managing Member IV Entity contributed $1.483 million of equity capital to acquire a 68% equity interest in BR Hawthorne Creekside IV, LLC (the “Creekside JV Entity”) and acts
as the manager of the Creekside IV Entity. Hawthorne
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4. ACQUISITIONS - (Continued)

Creekside, LLC (“Hawthome”), an unaffiliated entity, invested $698,022 to acquire the remaining 32% interest in the Creekside JV Entity. The Creekside JV Entity is the sole owner of BR Creekside, LLC, a
special-purpose entity that holds title to the Creekside Property (“BR Creekside™). Under the terms of the operating agreement of the Creekside JV Entity, major decisions with respect to the joint venture
or the Creekside Property are made by the majority vote of an appointed management committee, which is controlled by the Creekside Managing Member JV Entity. However, any decision with respect to
the sale or refinancing of the Creekside Property requires the unanimous approval of the Creekside Managing Member JV Entity and Hawthorae. Further, to the extent that the Creekside Managing
Member JV Entity and Hawthorne are not able to agree on a major decision or at any time after March 31, 2013, either party may initiate a buy-sell proceeding. Additionally, any time after March 31,2013,
either party may initiate a proceeding to force the sale of the Creekside Property to a third party, or, in the instance of the non-initiating party’s rejection of a sale, cause the non-initiating party to
purchase the initiating party’s interest in the Creekside JV Entity. In October 2010, the Creekside Managing Member JV entity contributed $40,757 of equity capital to refinance the loan at the
property. As a result of this contribution, the structure described above changed so that we, BEMT Co-investor and BEMT Co-Investor IJ each hold 23.31% of indirect equity interest in the Creekside
property (69.93% in the aggregate), and Hawthorne now holds the remaining 30.07% indirect equity interest.

We, BEMT Co-Investor, BEMT Co-Investor II and Hawthorne will each receive current distributions from the operating cash flow generated by the Creekside Property in proportion to these
respective percentage equity interests.

Meadowment

We invested $1.52 million to acquire a 32.5% equity interest in BR Meadowmont Managing Member, LLC (the “Meadowmont Managing Member JV Entity™) through a wholly-owned
subsidiary of our operating partnership, BEMT Meadowmont, LLC (“BEMT Meadowmont”). BEMT Co-Investor invested $1.17 million to acquire a 25% interest and BEMT Co-Investor I invested $1.98
million to acquire the remaining 42.5% interest in the Meadowmont Managing Member JV Entity. BEMT Meadowmont, BEMT Co-Investor and BEMT Co-Investor II are co-managers of the Meadowmont
Managing Member JV Entity. Under the terms of the operating agreement for the Meadowmont Managing Member 1V Entity, certain major decisions regarding the investments of the Meadowmont
Managing Member JV Entity require the unanimous approval of the Company (through BEMT Meadowmont), BEMT Co-Investor and BEMT Co-Investor II. If the Company, BEMT Co-Investor and
BEMT Co-Investor II are not able to agree on 2 major decision or at any time after April 9, 2013, any party may initiate a buy-sell proceeding. Additionally, any time after April 9, 2013, any party may
initiate a proceeding to force the sale of the Meadowmont Managing Member JV Entity’s interest in the Meadowmont JV Entity (defined below) to a third party, or, in the instance of the non-initiating
parties’ rejection of a sale, cause the non-initiating parties to purchase the initiating party’s interest in the Meadowmont Managing Member JV Entity.

The Meadowmont Managing Member JV Entity contributed $4.65 million of equity capital to acquire a 50% equity interest in Bell BR Meadowmont JV, LLC (the “Meadowmont JV Entity”). A
Bell Partners Inc. affiliate that is unaffiliated with the Company, Fund Il Meadowmont Apartments, LLC (“Bell”), invested $4.65 million to acquire the remaining 50% interest in the Meadowmont JV
Entity. The Meadowmont Managing Member JV Entity and Bell are co-managers of the Meadowmont JV Entity. The Meadowmont JV Entity is the sole owner of Bell BR Meadowmont, LLC, a special-
purpose entity that holds title to the Meadowmont Property (“BR Meadowmont”). Under the terms of the operating agreement of the Meadowmont JV Entity, decisions with respect to the joint venture or
the Meadowmont Property are made by unanimous approval of the managers. Further, to the extent that the Meadowmont Managing Member JV Entity and Bell are not able to agree on certain major
decisions, either party may initiate a buy-sell proceeding. Additionally, any time after April 9, 2013, either party may initiate a proceeding to force the sale of the Meadowmont Property to a third party, or,
in the instance of the non-initiating party’s rejection of a sale, cause the non-initiating party to purchase the initiating party’s interest in the Meadowmont JV Entity.

As a result of the structure described above, the Company holds a 16.25% indirect equity interest, BEMT Co-Investor holds a 12.5% indirect equity interest and BEMT Co-Investor I holds a

21.25% indirect equity interest in the Meadowmont Property (50% in the aggregate), and Bell holds the remaining 50% indirect equity interest. The Company, BEMT Co-Investor, BEMT Co-Investor 1T
and Bell will each receive current distributions from the operating cash flow generated by the Meadowmont Property in proportion to these respective percentage equity interests.
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4. ACQUISITIONS - (Continued)
Augusta

We invested $1.9 million to acquire a 50% equity interest in BR Augusta JV Member, LLC (the “Augusta Member JV Entity”) through a wholly-owned subsidiary of its operating partnership,
BEMT Augusta, LLC (“BEMT Augusta”). BEMT Co-Investor invested $1.9 million to acquire the remaining 50% interest in the Augusta Member JV Entity. BEMT Augusta and BEMT Co-Investor are
co-managers of the Augusta Member JV Entity. Under the terms of the operating agreement for the Augusta Member JV Entity, certain major decisions regarding the investments of the Augusta Member
JV Entity require the approval of the Company (through BEMT Augusta) and BEMT Co-Investor. To the extent that the Company and BEMT Co-Investor are not able to agree on a major decision or at
any time after September 1, 2013, either party may initiate a buy-sell proceeding. Additionally, any time after September 1, 2013, either party may initiate a proceeding to force the sale of the Augusta

Member JV Entity’s interest in the Augusta JV Entity (defined below) to a third party, or, in the instance of the non-initiating parties’ rejection of a sale, cause the non-initiating parties to purchase the
initiating party’s interest in the Augusta Member JV Entity.

The Augusta Member JV Entity contributed $3.85 million of equity capital to acquire a 50% equity interest in BSF/BR Augusta JV, LLC (the “Augusta JV Entity”) and acts as the manager of
the Augusta JV Entity. Trade Street, an unaffiliated entity, invested $3.85 million to acquire the remaining 50% interest in the Augusta JV Entity. The Augusta JV Entity is the sole owner of BSF/BR
Augusta, LLC, a special-purpose entity that holds title to the Augusta Property (“BR Augusta”). Under the terms of the operating agreement of the Augusta JV Entity, major decisions with respect to the
joint venture or the Augusta Property are made by the majority vote of an appointed management committee, which is controlled by the Augusta Member JV Entity. However, any decision with respect to
the sale or refinancing of the Augusta Property requires the unanimous approval of the Augusta Member JV Entity and Trade Street. Further, to the extent that the Augusta Member JV Entity and Trade
Street are not able to agree on a major decision or at any time after September 1, 2013, either party may initiate a buy-sell proceeding. Additionally, any time after September 1, 2013, either party may initiate

a proceeding to force the sale of the Augusta Property to a third party, or, in the instance of the non-initiating party’s rejection of a sale, cause the non-initiating party to purchase the initiating party’s
interest in the Augusta JV Entity.

As a result of the structure described above, the Company and BEMT Co-Investor each hold a 25% indirect equity interest in the Augusta Property (50% in the aggregate), and Trade Street
holds the remaining 50% indirect equity interest. The Company, BEMT Co-Investor, and Trade Street will each receive current distributions from the operating cash flow generated by the Augusta
Property in proportion to these respective percentage equity interests.

Hillshoro

We invested $1.3 million to acquire a 25% equity interest in BR Hillsboro Village JV Member, LLC (the “Hillsboro Member JV Entity”) through a wholly-owned subsidiary of its operating
partnership, BEMT Hillsboro Village, LLC (“BEMT Hilisboro). BEMT Co-Investor invested $1.9 million to acquire a 37.5% interest and BEMT Co-Investor II invested $1.9 million to acquire the remaining
37.5% interest in the Hillsboro Member JV Entity. BEMT Hillsboro, BEMT Co-Investor and BEMT Co-Investor II are co-managers of the Hillsboro Member JV Entity. Under the terms of the operating
agreement for the Hillsboro Member JV Entity, certain major decisions regarding the investments of the Hillsboro Member JV Entity require the unanimous approval of the Company (through BEMT
Hillsboro), BEMT Co-Investor and BEMT Co-Investor II. If the Company, BEMT Co-Investor and BEMT Co-Investor 1T are not able to agree on a major decision or at any time after September 30, 2013,
any party may initiate a buy-sell proceeding. Additionally, any time after September 30, 2013, any party may initiate a proceeding to force the sale of the Hillsboro Member JV Entity’s i in the

Hillsboro JV Entity (defined below) to a third party, or, in the instance of the non-initiating parties’ rejection of a sale, cause the non-initiating parties to purchase the initiating party’s interest in the
Hillsboro Managing Member JV Entity.

The Hillsboro Member JV Entity contributed its capital, a portion of which was funded by a $2 million loan (the “Bell Loan”) from Bell, the JV partner, to acquire a 50% equity interest in Bell BR
Hillsboro Village JV, LLC (the “Hillsboro JV Entity”) and is empowered to become a manager of the Hillsboro JV Entity. Bell invested $5.01 million to acquire the remaining 50% interest in the Hillsboro JV
Entity. The Hillsboro JV Entity is a special-purpose entity that holds title to the Hillsboro Property. Under the terms of the operating agreement of the Hillsboro JV Entity, upon repayment of the Bell
Loan , major decisions with respect to the joint venture or the Hillsboro Property are made by the majority vote of an appointed management committee, which is controlled by the Hillsboro Member JV
Entity; provided however, any decision with respect to the sale or refinancing of the Hillsboro Property requires the unanimous approval of the Hillsboro Member JV Entity and Bell. Subject to repayment
of the Bell Loan, to the extent that the Hillsboro Member JV Entity and Bell are not able to agree on a major decision or at any time after September 30, 2013, either party may initiate a buy-sell
proceeding. Additionally, any time after September 30, 2013, either party may initiate a proceeding to force the sale of the Hillsboro
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4. ACQUISITIONS - (Continued)
Property to a third party, or, in the instance of the non-initiating party’s rejection of a sale, cause the non-initiating party to purchase the initiating party’s interest in the Hillsboro IV Entity. A partial
repayment of $750,000 was made on the Bell Loan on November 23, 2010. Effective December 31, 2010 the balance of the Bell Loan was extinguished and Bell now holds a 62.43% interest in the Hillsboro
TV Entity and the Hillsboro Member JV Entity holds the remaining 37.57%.

As a result of the structure described above, we hold a 12.5% indirect equity interest, BEMT Co-Investor and BEMT Co-Investor II each hold a 12.53% indirect equity interest in the Hillsboro
Property (37.57% in the aggregate), and Bell holds the remaining 62.43% indirect equity interest. We, BEMT Co-Investor, BEMT Co-Investor II and Bell will each receive current distributions from the

operating cash flow generated by the Hillsboro Property in proportion to these respective percentage equity interests.

5. EQUITY METHOD INVESTMENTS

We accounted for the acquisitions of our interests in properties through managing member LLCs in accordance with the provisions of the Consolidation Topic of the FASB ASC. Following is
a summary of our ownership interest by property as of December 31,2010.

Managing Member LLC interest Joint Venture interest Indirect Equi

Interest in Propert;

37.50%
2331%

‘We analyzed our interest in the managing member LLC to determine (a) if the LLC is a VIE, and (b) if so, if we are the primary beneficiary.

For Springhouse, Augusta and Hillsboro our contribution into the managing member LLC was funded through a loan from an affiliate who is another investor in the managing member LLC,
thus our equity investment is not at risk. Since unanimous approval is required by ail members to direct the activities that most significantly impact the managing member LLC's economic performance, the
holder of the equity investment at risk lacks that power and thus we concluded that the managing member LLC entities are VIE’s. We are not the primary beneficiary because we do not have the power to
direct the activities that most significantly impact the economic performance of the managing member LLC and would not be considered to be the investor that is most closely associated with the entity
among the related party investors. As a result, our investments are reflected as investments in unconsolidated joint ventures under the equity method of accounting.

For Creekside our initial contribution into the managing member LLC was funded through a loan from an affiliate and accounted for as discussed above, however on September 28,2010 the
loan was repaid and the managing member LLC was no longer considered a VIE. We then analyzed the managing member LLC under a voting interest model and determined that the investment in the
unconsolidated joint venture should be accounted for under the equity method as each member had an equal voting interest.

For Meadowmont our initial contribution into the managing member LLC on April 9,2010 was funded through a loan from an affiliate who is another investor in the managing member LLC, but
this was subsequently repaid on June 8,2010. However, the voting rights of the investors are not proportional to their obligations to absorb the expected losses or their rights to receive the expected
residual returns of the managing member and substantially all of the activities are done on behalf of the single related party group (all of the investors are part of a single related party group) thus this
would cause the managing member LLC to be a VIE. We are not the primary beneficiary because we do not have the power to direct the activities that most significantly impact the economic performance
of the managing member LLC and would not be considered to be the investor that is most closely associated with the entity among the related party investors. As aresult our investment is reflected as an
investment in an unconsolidated joint ventures under the equity method of accounting.
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5. EQUITY METHOD INVESTMENTS — (Continued)

The carrying amount of our investments in nnconsolidated Joint ventures was $6.3 million and $2.4 million as of December 31, 2010 and December 31, 2009, respectively. Summary financial
information for the operating properties as of December 31,2010 and for the years ended December 31,2010 and 2009 is as follows:

31,2010

For the Year Ended December 31,
Operating Data: 2010 2009
3 reveig A ol
Operating expenses \(1;042’700)

15815100

Net loss attri‘b' ble ¢
S

Y

As discussed above, the investments in Springhouse, Meadowmont, Au gusta and Hillsboro are considered VIEs and we are not the primary beneficiary. These investments are accounted for

as equity method investments and are included in the caption /) ts in lidated real estate joint ventures on the consolidated balance sheet. The risks and rewards associated with our
interest in these entities are based primarily on our ownership percentage. Our maximum exposure to loss is equal to our investment balance which is approximately $5.9 million as of December 31, 2010.
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6. NOTE PAYABLE

In connection with our investment in the Springhouse joint venture, on December 3, 2009, BEMT Springhouse LLC, a wholly-owned subsidiary of our operating partnership (“BEMT
Springhouse™), entered into a loan agreement with Bluerock Special Opportunity + Income Fund (“BEMT Co-Investor”) pursuant to which BEMT Springhouse borrowed $2.8 million (the “BEMT Co-
Investor Springhouse Loan”). The BEMT Co-Investor Springhouse Loan initially had a six-month term, maturing June 3, 2010, which was subsequently extended to December 3, 2010 and again to June 3,
2011. A partial repayment in the amount of $1.1 million was made on June 23, 2010. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a minimum rate of 7.00%,
annualized. For the years ended December 31, 2010 and 2009, the interest rate on the BEMT Co-Investor Springhouse Loan was 7.00%. Interest on the loan is paid on a current basis from cash flow
distributed to us from BR Springhouse Managing Member, LLC (the “Springhouse Managing Member JV Entity”). The BEMT Co-Investor Springhouse Loan is secured by a pledge of our indirect
membership interest in the Springhouse property and a pledge of BEMT Springhouse’s membership interest in the Springhouse Managing Member JV Entity.

In connection with our investment in the Creekside joint venture, on March 31, 2010, BEMT Creekside entered into a loan agreement with BEMT Co-Investor II pursuant to which it was
authorized to borrow up to $1.1 million (the “BEMT Co-Investor I Creekside Loan™), with respect to which BEMT Co-Investor 1I had advanced $542,000 in connection with closing. The BEMT Co-
Investor II Creekside Loan had a six-month term, maturing December 31,2010, and could be prepaid without penalty. It bore interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a
minimum rate of 7.00%, annualized. The BEMT Co-Investor II Creekside Loan was secured by a pledge of our indirect membership interest in the Creekside property and a pledge of BEMT Creekside’s
membership interest in the Creekside Managing Member JV Entity. The loan plus accrued interest was paid in full on September 28, 2010.

In connection with our investment in the Meadowmont joint venture, on April 9, 2010, BEMT Meadowmont LLC entered into a loan agreement with BEMT Co-Investor II pursuant to which it
was authorized to borrow up to $2.6 million (the “BEMT Co-Investor Il Meadowmont Loan”), with respect to which BEMT Co-Investor II advanced $1.4 million with respect to the acquisition. The BEMT
Co-Tnvestor Il Meadowmont Loan had a six-month term, maturing October 9, 2010, and could be prepaid without penalty. It bore interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject
to a minimum rate of 7.00%, annualized. The BEMT Co-Investor IT Meadowmont Loan was secured by a pledge of our indirect membership interest in the Meadowmont property and a pledge of BEMT
Meadowmont’s membership interest in the Meadowmont Managing Member JV Entity. The loan plus accrued interest was paid in full on June 8,2010.

In connection with our investment in the Augusta joint venture, on September 1, 2010, BEMT Augusta entered into a loan agreement with BEMT Co-Investor pursuant to which it borrowed
$1.9 million (the “BEMT Co-Investor Augusta Loan”), in connection with the Augusta Property closing. The BEMT Co-Investor Augusta Loan initially had a six-month term maturing February 28, 2011,
which was subsequently extended to August 31, 2011. The loan may be prepaid without penalty. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a minimum rate of
7.00%, annualized. Interest on the loan is paid on a current basis from cash flow distributed to us from the Augusta Managing Member JV Entity. The BEMT Co-Investor Augusta Loan is secured by a
pledge of our indirect membership interest in the Augusta property and a pledge of BEMT Augusta’s membership interest in the Augusta Managing Member JV Entity.

In connection with our investment in the Hillsboro joint venture, on September 30, 2010, BEMT Hilisboro entered into a loan agreement with BEMT Co-Investor II pursuant to which it
bomrowed $1.3 million (the “BEMT Co-Investor Il Hillsboro Loan). The BEMT Co-Investor T Hillsboro Loan initially had a six-month term maturing March 31, 2011, which was subsequently extended to
September 30, 2011. It bears interest compounding monthly at a rate of 30-day LIBOR + 5.00%, subject to a minimum rate of 7.00%, annualized. Interest on the loan is paid on a current basis from cash
flow distributed to us from the Hillsboro Managing Member JV Entity. The BEMT Co-Investor II Hillsboro Loan is secured by a pledge of our indirect membership interest in the Hillsboro property and a
pledge of BEMT Hillsboro’s membership interest in the Hillsboro Managing Member JV Entity.

We expect to repay the Springhouse, Augusta and Hillsboro notes upon maturity with the proceeds to be raised from the Initial Public Offering. If we are unable to repay the principal amounts
upon maturity, we will seek to extend the loans or refinance. If we cannot repay or refinance the notes, then we will lose our interest in the associated joint venture.

During the years ended December 31, 2010 and 2009 we incurred approximately 259,000 and $15,000, respectively of interest expense.
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7. FAIR VALUE DISCLOSURE

As of December 31, 2010, we believe the carrying values of cash and cash equivalents and receivables and payables from/to affiliates approximate their fair values based on their highly-liquid
nature and/or short-term maturities, including prepayment options. As of December 31, 2010 and 2009, we had no significant assets or liabilities measured at fair value on a recurring or nonrecurring
basis. We estimate fair values for financial instrurnents based on interest rates with similar terms and remaining maturities that management believes we could obtain.

8. RELATED-PARTY TRANSACTIONS
In connection with our investments we entered into loan agreements with BEMT Co-Investor and BEMT Co-Investor IT, the terms of which are described above in Note 6 (Notes Payable).

, respectively of organizational and offering costs have been incurred on our behalf, of which $508,000 has been
issi fee and other organization and offering costs do not exceed 15% of the
gross proceeds of the offering. When recorded by us, organizational costs are expensed and third-party offering costs are charged to shareholders’ equity. Organizational and offering costs will be
reimbursed from the gross proceeds of the offering. As of December 31, 2010, approximately $58,000 of organizational costs have been expensed and are included in general and administrative expense
and approximately $1.3 million of offering costs have been charged to shareholders equity.

The advisor performs its duties and responsibilities as our fiduciary under an advisory agreement. The advisory agreement has a one-year term expiring October 14, 2011
an unlimited number of successive one-year periods upon the mutual consent of our advisor and

of our real estate investments.

We pay our advisor a monthly asset management fee for the services it provides pursuant to the advisory agreement. The asset management fee equals one-twelfth of 1.0% of the higher of the
cost or the value of each asset, where (A) cost equals the amount actually paid, excluding acquisition fees and expenses, to purchase each asset it acquires, including any debt attributable to the asset
(including any debt encumbering the asset after acquisition), provided that, with respect to any properties we develop, construct or improve, cost will include the amount expended by us for the
development, construction or improvement, and (B) the value of an asset is the value established by the most recent independent valuation report, if available, without reduction for depreciation, bad
debts or other non-cash reserves. For these purposes, “invested capital” means the original issue price paid for the shares of our common stock reduced by prior distributions identified as special

distributions from the sale of our asset. The asset management fee will be based only on the portion of the cost or value attributable to our investment in an asset if we do not own all of an asset.

The advisor receives 1.75% of the purchase price of a property or investment for its services in connection with the investigation, selection, sourcing, due diligence and acquisition of that
property or investment. The purchase price of a property or investment will equal the amount paid or allocated to the purchase, development, construction or improvement of a property, inclusive of
expenses related thereto, and the amount of debt associated with such real property or investment. The purchase price allocable for joint venture investments will equal the product of (1) the purchase
price of the underlying property and (2) our ownership percentage in the joint venture. We will pay the advisor an origination fee in lieu of an acquisition fee for services in connection with the

investigation, selection, sourcing, due diligence, and acquisition of mortgage, subordinated, bridge or other loans of 1.75% of the principal amount of the borrower's loan obligation or of the purchase
price of any loan we purchase including third- party expenses.

The advisor also receives a financing fee equal to 1% of the amount, under any loan or line of credit, made available to us. The advisor may re
parties with whom it may subcontract to procure such financing for us. In addition, to the extent the advisor provides a substantial amount of services in c
our properties or investments (except for securities that are traded on a national securities exchange), the advisor will receive fees equal to the lesser of (A)
investment sold or (B) 50% of the selling commission that would have been paid to a third-party broker in connection with such a disposition. In no event

-allow some or all of this fee to reimburse third

onnection with the disposition of one or more of
1.5% of the sales price of each property or other

may disposition fees paid to the advisor or its
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8. RELATED-PARTY TRANSACTIONS — (Continued)

affiliates and unaffiliated third parties exceed in the aggregate 6% of the contract sales price. In addition to the fees payable to the advisor, we reimburse the advisor for all reasonable and incurred
expenses in connection with services provided to us, subject to the limitation that we will not reimburse any amouat that would cause our total operating expenses at the end of four preceding fiscal
quarters to exceed the greater of 2% of our average invested assets or 25% of our net income determined (1) without reductions for any additions to reserves for depreciation, bad debts or other similar
non-cash reserves and (2) excluding any gain from the sale of our assets for the period unless a majority of our independent directors has determined such expenses were justified based on unusual and
non-recurring factors. If such excess expenses are not approved by a majority of our independent directors, our advisor must reimburse us at the end of the four fiscal quarters the amount by which the
aggregate expenses during the period paid or incurred by us exceed the limitations provided above. We will not reimburse the advisor for personnel costs in connection with services for which the
advisor receives acquisition, origination or disposition fees. As of December 31, 2010, approximately $677,000 of operating expenses have been incurred on our behalf. Due to the limitations discussed
above and because operating expenses incurred directly by us have exceeded the 2% threshold the amount due to the advisor has not been recorded on our income statement. Further, approximately
$974,000 has been recorded as a receivable from the advisor for the excess operating expenses incurred directly by us. On March 22, 2011 our Board of Directors, including all of our independent
directors, reviewed our total operating expenses for the four fiscal quarters ended December 31, 2009 ( and the four fiscal quarters ended each quarter thereafter) and the four fiscal quarters to end March
31, 2011 and unanimously determined the excess to be justified because of the costs of operating a public company and our early stages of operating. Upon this approval these costs, totaling
approximately $1.7 million, were expensed and $677,000 became a liability to us. Our advisor has agreed to defer repayment of these costs until a later date

We have issued 1,000 shares of convertible stock, par value $0.01 per share to our advisor. The convertible stock will convert to shares of common stock if and when: (A) we have made total
distributions on the then outstanding shares of our common stock equal to the original issue price of those shares plus an 8% cumulative, non-compounded, annual return on the original issue price of
those shares or (B) subject to specified conditions, we list our common stock for trading on a national securities exchange. A “listing” will be deemed to have occurred on the effective date of any merger
of the Company in which the consideration received by the holders of our common stock is the securities of another issuer that are listed on a national securities exchange. Upon conversion, each share
of convertible stock will convert into a number of shares of common stock equal to 1/1000 of the quotient of (A) 15% of the excess of (1} our “enterprise value” (as defined in our charter) plus the
aggregate value of distributions paid to date on the outstanding shares of our common stock over the (2) aggregate purchase price paid by the stockholders for those shares plus an 8% cumulative, non-
compounded, annual return on the original issue price of those shares, divided by (B) our enterprise value divided by the number of outstanding shares of common stock, in each case calculated as of the
date of the conversion. In the event an event triggering the conversion occurs after the advisory agreement with the advisor is not renewed or terminates (other than because of a material breach by the
advisor), the number of shares of common stock the advisor will receive upon conversion will be prorated to account for the period of time the advisory agreement was in force.

We may pay Bluerock REIT Property Management, LLC, a wholly-owned subsidiary of the advisor, a property management fee up to 4% of the monthly gross income from any properties it
manages. In general we contract property management services for properties directly to non-affiliated third parties, in which event we will pay the advisor an oversight fee equal to 1% of monthly gross
revenues of such properties.

All of our executive officers and some of our directors are also executive officers, managers and/or holders of a direct or indirect controlling interest in the advisor and other Bluerock-affiliated
entities. As a result, they owe fiduciary duties to each of these entities, their members and limited partners and investors, which fiduciary duties may from time to time conflict with the fiduciary duties that
they owe to us and our stockholders.

Some of the material conflicts that the advisor or its affiliates face are: 1) the determination of whether an investment opportunity should be recommended to us or another Bluerock-sponsored
program or Bluerock-advised investor; 2) the allocation of the time of key executive officers, directors, and other real estate professionals among the Company, other Bluerock-sponsored programs and
Bluerock-advised investors, and the activities in which they are involved; 3) the fees received by the advisor and its affiliates in connection with transactions involving the purchase, origination,
management and sale of investments regardless of the quality of the asset acquired or the service provided us; and 4) the fees received by the advisor and its affiliates in connection with our public
offering of equity securities.
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BLUEROCK ENHANCED MULTIFAMILY TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31,2010 and DECEMBER 31,2009

8. RELATED-PARTY TRANSACTIONS — (Continued)

Summarized below are the related

-party costs incurred by us for the year ended December 31,2010 and 2009, and any related payable and receivable amounts as of December 31 ,2010:

Incurred For the Year ended Payable
—e . TCUITEd TOT the Ye
December 31, 2010

st A

Receivable

$2.284.975 ' ~ 5244968

In addition to the amounts incurred by the Company as shown above, our advisor has incurred the following on our behaif:

$2.3 million of offering costs which will become

payable as additional offering proceeds are raised to the extent that selling commissions, dealer
not exceed 15% of gross offering proceeds

ger fees and other organization and offering costs do

$677,000 of operating expenses which became payable to our advisor on March 22,2011 upon approval by our Board of Directors

9. STOCKHOLDERS’ EQUITY

Common Stock

We are offering and selling to the public up to 100,000,000 shares of our $.01 par value common stock for $10.00 per share, with discounts av.

ailable for certain categories of purchasers. We are
also offering up to 30,000,000 shares of our $.01 par value common stock to be issued pursuant to our distribution reinvestment plan at $9.50 per share.

Convertible Stock

We have issued to our advisor 1,000 shares of our convertible stock for an aggregate purchase price of $1,000. Upon certain conditions, the convertible stock will convert to shares of common
stock with a value equal to 15% of the excess of (i)

i) our enterprise value (as defined in our charter) plus the aggregate value of distributions paid to stockholders over (if) the aggregate purchase price paid
by stockholders for our shares plus a 8% cumulative, non-compounded, annual return on the original issue price paid for those outstanding shares

Equity Compensation Plan

We have adopted the Bluerock Enhanced Multifamily Trust, Inc. Long Term Incentive Plan, which we refer
employees, officers, directors, and consultants and employees and officers of our advisor to increase the value of our common stock, (2) give such persons a stake in our future that corresponds to the
stake of each of our stockholders, and (3) obtain or retain the services of these persons who are considered essential to our long-term success, by offering such persons an opportunity to participate in
our growth through ownership of our common stock or through other equity-related awards. We intend to issue awards only to our independent directors under our Incentive Plan (which awards will be
granted under the independent director’s compensation plan). We have reserved and authorized an aggregate number of 2,000,000 shares of our common stock for issuance under the Incentive Plan.

to as the Incentive Plan, in order to enable us to (1) provide an incentive to our

Stock-based Comp ion for Ind, dent Directors

Our independent directors received an automatic grant of 5,000 shares of restricted stock on the effective date of the Initial Public Offering and will receive an automatic grant of 2,500 shares of
restricted stock at each annual meeting of our stockholders thereafter. Each person who thereafter is elected or appointed as an independent director will receive an automatic grant of 5,000 shares of
restricted stock on the date such person is first elected as an independent director and an automatic grant of 2,500 shares of restricted stock at each annual meeting of our stockholders thereafter. To the
extent allowed by applicable law, the independent directors will not be
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9. STOCKHOLDERS’ EQUITY- (Continued)

d stock. The restricted stock will vest 20% at the time of the grant and 20% on each anniversary thereafter over four years from the

required to pay any purchase price for these grants of restricte
¢ vested or unvested. The value of the restricted stock to be granted is not determinable until the date of grant.

date of the grant. All restricted stock may receive distributions, whethe!

£ the status of our non-vested shares as of December 31,2010 and 2009, and changes during the years ended December 31,2010 and 2009, is presented below:

A summary ol

Weighted a‘?}rage grant-date fair v.

At December 31, 2010 and 2009, there were $131,875 and $113,750, respectively of total unrecognized compensation cost related to unvested stock options granted under the Plan. That cost is

expected to be recognized over a period of four years. The total fair value of shares vested during the year ended December 31,2010 was $56,875.
The Company currently uses authorized and unissued shares to satisfy share award exercises.

Distributions

We paid our first distribution effective June 1,2010. Distributions, including distributions paid by issuing shares under the DRIP, for the year ended December 31, 2010 were as follows:

Distributions
2010 Declared Paid

Fourth Quarter -

Distributions are calculated based on stockholders of record each day during the period at a rate of $0.00191781 per share per day and equal a daily amount that, if paid each day for a
365-day period, would equal a 7.0% annualized rate based on a purchase price of $10.00 per share.

10. ECONOMIC DEPENDENCY

hat are essential to us, including the identification, evaluation, negotiation, purchase and disposition of properties and other investments;

We are dependent on the advisor for certain services t!
management of the daily operations of our real estate portfolio; and other general and administrative responsibilities. In the event that these companies are unable to provide the respective services, we

will be required to obtain such services from other sources.
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11. LEGAL MATTERS

From time to time, the Company may become party to legal proceedings that arise in the ordinary course of its business. Management is not aware of any legal proceedings of which the outcome
is reasonably likely to have a material adverse effect on its results of operations or financial condition

12. SUBSEQUENT EVENTS
Status of the Offering

Our offering was suspended from November 17,2010 until March 2, 2011 in connection with our determination to restate certain of our financial statements.

Distributions Paid

Dollar amount of Shares

Issued pursuant to DRIP

Distributions Declared

On January 13,2011 our Board of Directors declared distributions based on daily record dates for the period from January 13, 2011 through March 31,2011,

On March 22, 2011, our Board of Directors declared distributions based on daily record dates for the period from April 1,2011 through July 31,2011, Distributions payable to each stockholder of
record were or will be paid in cash on or before the 15th day of the following month.

Distributions are calculated based on stockholders of record per day durin,

g the period at a rate of $0.00191781
period, would equal a 7.0% annualized rate based on a purchase price of $10.00 pe:

per share per day and equal a daily amount that, if paid each day for a 365-day
T share.

Affiliate Note Payable

On January 20, 2011, BEMT Meadowmont, LLC, a wholly owned subsidiary of our operating partnership (“BEMT Meadowmont”) entered into an a
Income Fund II, an affiliate of our sponsor (“SOIF 1I”) for a line

of credit represented by a promissory note (the “Note”). Under the terms of the Note, BEM
up to $500,000, for general working capital. The Note has a six
LIBOR + 5.00%, subject to a minimum rate of 7.00%, L
“Meadowmont JV Member™). The Note is seci ip i i eadowmont Property and a pledge of our direct membership interest in the Meadowmont JV
Member. On January 23,2011 we borrowed $150,000.
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EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, R. Ramin Kamfar, certify that:
1. Thavereviewed this annual report on Form 10-K of Bluerock Enhanced Multifamily Trust, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13@-15(6 and 15d-15(f)) for the registrant and h:

ave:
a.  Designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entitie:

s, particularly during the period in which this report is being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our su

pervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordan

ce with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosures controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and
d.  Disclosed in this report any change in the registrant’s internal control over fi

nancial reporting that occurred during the registrant’s most recent fiscal quarter
in the case of an annual report) that has materially affected, or is reasonably likely to

(the registrant’s fourth fiscal quarter
materially affect, the registrant’s internal controls over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of
registrant’s Board of Directors (or persons performing the equivalent functions):

a.  Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, ize and report fi ial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

DATE: March 31,2011 /s/ R. Ramin Kamfar

R.Ramin Kamfar
Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)
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EXHIBIT 312

CERTIFICATION OF CHIEF FINANCIAL OFFICER

1, Jerold E. Novack, certify that:
1. Ihave reviewed this annual report on Form 10-K of Bluerock Enhanced Multifamily Trust, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosures controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter
in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal controls over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of
registrant’s Board of Directors (or persons performing the equivalent functions):

a.  Allsignificant deficiencies and material weaknesses in the desigan or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
DATE: March 31,2011 /s! Jerold E. Novack
Jerold E. Novack

Chief Financial Officer
(Principat Financial Officer and Principal Accounting Officer)
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 US.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Section § 906 of the Sarbanes-Oxley Act of 2002, the undersigned officers of Bluerock Enhanced Multifamily Trust, Inc. (the “Company”) hereby certify, to such
officers’ knowledge, that:

@  The accompanying annual Report on Form 10K for the period ended December 31,2010 (the “Report”) fully complies with the requir ts of Section 13(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934, as amended; and

(i)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

DATE: March 31, 2011 /s/R. Ramin Kamfar
R. Ramin Kamfar

Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)

DATE: March 31,2011 /s/ Jerold E. Novack
Jerold E. Novack
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its
staff upon request.

The foregoing certification is being furnished as an exhibit to the Report pursuant to Item 601(b)(32) of Regulation S-K and Section 906 of the Sarbanes-Oxley Act of 2002 and, accordingly, is not being
filed with the Securities and Exchange Commission as part of the Report and is not to be incorporated by reference into any filing of the Company under the Securities Act of 1933 or the Securities
Exchange Act of 1934 (whether made before or after the date of the Report, irrespective of any general incorporation language contained in such filing).
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