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ROBERTS REALTY INVESTORS, INC.

Creating Communities for Superior Lifestyles
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MISSION STATEMENT

Roberts Realty Investors, Inc. owns and manages residential housin
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a recognized leader with a long and successful history of developing,
constructing and managing residential housing, Our business plan

and imvestment strategy remain focused on a simple, clear and con-

'U

-3

servative philosophy....create cash flow and capital appreciation by

developing and owning residential housing of the highest quality and

value in excellent high-growth neighborhoods...while providing our




TO OUR SHAREHOLDERS

During the last year, we have remained focused on our priorities of maximizing the

value of our five land holdings and our company’s publicly traded stock exchange
listing. In addition, we are working diligently on the best way to solve the company’s

liquidity needs going into 2012.

SALE OF NORTHRIDGE LAND

As the company has disclosed in its SEC filings, we continue to incur negative cash
flow. The primary reason for the company’s negative cash flow is that it has five
tracts of land zoned for 1,232 apartment units that do not produce revenue but incur

carrying costs of interest expense and real estate taxes. These five tracts of land have a

combined carrying value of $42 million and are encumbered with land loans totaling
$14 million: In addition, operating a small public company is extremely expensive in

today’s regulatory climate.

In order to address our liquidity requirements, the company decided to sell its 11-acre
Northridge property. On June 30, 2011, the company entered into a contract to sell
the Northridge property to Roberts Properties, Inc. for $5,060,000 or $23,000 per
apartment unit, plus the reimbursement of certain development and construction
expenses in the amount of $303,789, for a total cash sales price of $5,363,789. The sale
is scheduled to close by November 30, 2011.

STRATEGIC ALTERNATIVES

On June 30, 2011, we retained Sandler O’Neill + Partners, L.., a New York investment

banking firm, to explore strategic alternatives for the company. These options could
include a sale, merger or other business combination; a recapitalization of the company; or

the sale of the company’s real estate assets or a combination of these options.

Sandler O’Neill has implemented a formal process to thoroughly evaluate each of the

company’s options. To date, we have entered into 26 Non Disclosure Agreements
with possible merger candidates. The confidentiality and timing of these discussions,
coupled with the applicable securities laws, limits the information that we can currently

provide you regarding this process.

Roberts Realty Investors, Inc. 1



COMMERCIAL ASSETS

Due to the recent improvement in the retail and office sectors, the company has
decided it is time to market for possible sale our Bassett and Spectrum retail centers and
Northridge Office Building. These possible sales would further reduce our negative
cash flow and provide the company with additional liquidity. They would also simplify

our merger discussions and allow us to focus on our five land investments.

I look forward to seeing those of you who can attend at our annual meeting on
September 29, 2011 at the Crowne Plaza Ravinia in Atlanta.

Sincerely,

Charlés S. Roberts
President
September 1, 2011

This above letter contains ‘forward-looking statements” within the meaning of Section 274 of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934, as amended. Some of the forward-looking statements relate to our intent,
belief or expectations regarding our plan to sell the Northridge land parcel to Roberss Properties, Inc. or its designee. These'
statements involve risks and uncertainties, including the risk that Roberts Properties, Inc. or its designee may be unable to
raise the equity and debt required and thus may be unable to close the purchase. Other risks and uncertainties related to the
sale include the occurrence, ultimate terms and timing of the sale. Other forward-looking statements relate to our intent, belief
or expectations regarding our examination of strategic alternatives and the possible sale of our Bassett and Spectrum retail
centers and Northridge Office Building. These statements involve risks and uncertainties, including the occurrence, terms and
timing of one or more transactions or sales. For these forward-looking statements, we claim the protection of the safe harbor for

. Jorward-looking statements contained in the Private Securities Litigation Reform Act of 1995. For more information about
other risks and uncertainties we face, please see the sections in our most recent annual report on Form 10-K and maost recent
quarterly report on Form 10-Q entitled “Risk Factors.”
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains “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 statements relate to future economic
performance, plans and objectives of management for future operations and projections of revenues and
other financial items that are based on the beliefs of our management, as well as assumptions made by,
and information currently available to, our management. The words “expect,” “intend,” “estimate,”
“anticipate,” “believe” and similar expressions are intended to identify forward-looking statements. We
make forward-looking statements in Items 1, 1A, 2, 5 and 7 of this report.

Some of the forward-looking statements relate to our intent, belief, or expectations regarding
our strategies and business plan, including development and construction of new multifamily
communities and the possible sale of properties, and the ways we may finance our future development
and construction activities. Other forward-looking statements relate to loan extensions, trends affecting
our financial condition and results of operations, our anticipated capital needs and expenditures, and
how we may address these needs. These statements involve risks, uncertainties, and assumptions,
including the financing environment for construction loans for new multifamily communities; our
possible inability to negotiate an extension of our short-term debt; whether the employment rate in
Atlanta will rebound as we expect; the challenging conditions for retail shopping centers and office
buildings in our market area; uncertainties regarding the performance of upscale multifamily
communities in our Atlanta submarket; and other factors discussed in this report and in our other filings
with the SEC. These forward-looking statements are not guarantees of future performance and involve
risks and uncertainties. Actual results may differ materially from those that are anticipated in the
forward-looking statements. See Item 1A, Risk Factors, for a description of some of the important
factors that may affect actual outcomes.

For these forward-looking statements, we claim the protection of the safe harbor for forward-
looking statements contained in the Private Securities Litigation Reform Act of 1995. You should not
place undue reliance on the forward-looking statements, which speak only as of the date of this report.
All subsequent written and oral forward-looking statements attributable to us or any person acting on
our behalf are expressly qualified in their entirety by the cautionary statements contained or referred to
in this section. We undertake no obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise.

¥ ok ok ok ok ok ok %

Unless the context indicates otherwise, all references in this report to “Roberts Realty,” “we,”
us” and “our” refer to Roberts Realty Investors, Inc. and our subsidiary, Roberts Properties
Residential, L.P.,, which we refer to as the operating partnership, except that in the discussion of our
capital stock and related matters, these terms refer solely to Roberts Realty Investors, Inc. and not to the
operating partnership. All references to the “the operating partnership” refer to Roberts Properties
Residential, L.P. only.
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PART I

ITEM 1. BUSINESS. -
General

Roberts Realty Investors, Inc. is a self-administered, self-managed equity real estate investment
trust, or REIT. Our primary business is to develop, construct, own, and manage multifamily apartment
communities. We currently own the following properties, all of which are located in metropolitan
Atlanta, Georgia:

e five tracts of land totaling 106 acres that are zoned for 1,232 multifamily units;
e three retail shopping centers; and
s one office building.

As we have done in the past, we are focusing on our core business of developing, constructing, and
managing high quality multifamily apartment communities for cash flow and long-term appreciation. We
plan to exit the retail business. We significantly reduced our debt and our negative cash flow in 2010, and
we intend to continue these efforts.

Recent Developments
Loan Renewals

From June 2010 through December 2010, we renewed the following four loans. As a result of
these renewals, we have now extended all of our loan maturities to 2012 and later, except for our
$8,175,000 Peachtree Parkway land loan that matures on July 31, 2011.

e  On December 29, 2010, we renewed and extended our $3,000,000 Bradley Park land loan to
April 30, 2012.

e On October 29, 2010, we renewed our Highway 20 land loan and paid down the principal
amount of the loan by $185,000. The renewed $3,315,000 Highway 20 loan has a maturity
date of April 8, 2012.

e  On September 30, 2010, we renewed the $2,898,333 loan for our Northridge office building
and extended the loan’s maturity date to August 10, 2013.

e  OnJune 21, 2010, we renewed our $8,175,000 Peachtree Parkway land loan and extended its
maturity date to July 31, 2011.

Grand Pavilion Retail Center Nonrecourse Loan

As we have previously stated in our annual and quarterly reports, we intend to exit the retail
shopping center business to focus exclusively on developing, constructing, and managing multifamily
apartment communities. Given that objective and the approximately $625,000 in annual negative cash
flow from our Grand Pavilion retail center, we have elected not to make debt service payments since July
2010 on that retail center and have allowed the loan to go into default. We are seeking to transfer the
Grand Pavilion retail center to the lender as soon as possible in satisfaction of the $6,433,286 principal
amount of debt secured by the property. Because the loan is nonrecourse, we would have no further



obligations to the lender for this loan. This transaction would move us closer to exiting the retail
business, reduce the principal amount of our debt by $6,433,286, and reduce our annual negative
operating cash flow by approximately $625,000.

Sale of Addison Place Shops Retail Center and Westside Land

On June 30, 2010, we sold our 44,293 square foot Addison Place retail center and our 44-acre
Westside land parcel to the lender for the $12,000,000 of debt secured by these two properties. As a
result of these sales, we have no further obligations to the lender for these two loans.

In approving the sale of the Addison Place retail center to the lender for the debt, our board of
directors took into account the continuing poor performance of the Addison Place retail center due to
the weak economic conditions and an oversupply of retail centers in its market area. The sale of the
Addison Place retail center was also consistent with our objective to exit the retail business. With respect
to Westside, our board evaluated the long-term nature of our investment in the property, the current real
estate market conditions, and the uncertainty associated with the timing of the start of development,
which could be years into the future. Equally important, our board considered our need to preserve our
cash to continue with our business plan to maximize shareholder value sooner rather than later and focus
on our apartment business. Together, the sale of the Addison Place retail center and Westside reduced
our debt by $12,000,000 and reduced our annual negative operating cash flow by approximately $800,000.

Liquidity Outlook

We continue to focus on improving our liquidity and balance sheet. We had $3,218,774 in cash as
of March 8, 2011. Our primary liquidity requirements relate to (a) our continuing negative operating
cash flow and (b) our maturing short-term debt. The primary reason for our negative operating cash flow
is that we have five tracts of land totaling 106 acres that do not produce revenue but incur carrying costs
of interest expense and real estate taxes.

Principal Amount

Land Carrying Value® of Land Loans

Northridge $ 6,517,178 Unencumbered
North Springs 13,100,000 ] @
Bradley Park 7,066,457 $ 3,000,000
Peachtree Parkway 10,418,758 8,175,000
Highway 20 5,834,374 3,225,000
Totals $42,936,767 $14,400,000

(1) “Carrying value” means the book value of the properties as reflected on our financial
statements.
(2) The North Springs land also secures the Peachtree Parkway loan.

We have substantial equity in these tracts, which are an integral part of our multifamily community
development and construction program described in Business Plan below. Because the performance of
our retail centers and office building is insufficient to cover our operating expenses, including the
carrying costs of our land, we expect to continue to generate negative operating cash flow and to operate
at a loss until we raise the equity and obtain the construction loans we need to make substantial progress
in constructing and leasing up our planned multifamily communities as described in our business plan
below.



We had total debt of $31,097,509 as of December 31, 2010 and have one loan that matures
within the next 12 months: our $8,175,000 Peachtree Parkway loan that matures on July 31, 2011. If we
are unable to renew this loan, we may repay all or part of it from the funds we are seeking to raise as
described in our business plan below.

Business Plan
Overview and Outlook

We intend to maximize shareholder value and to address our needs for liquidity and capital
resources by executing our business plan. As we have done in the past, we are focusing on our core
business of developing, constructing, and managing high quality multifamily apartment communities for
cash flow and long-term appreciation. We plan to exit the retail business. We significantly reduced our
debt and our negative cash flow in 2010, and we intend to continue these efforts. We explain below our
strategies for each type of property we own.

Development and Construction of Multifamily Communities

We are now optimistic about the market for new apartments in the metro Atlanta submarkets
where our land is located. We believe the economic climate for our business in these markets is
improving for the following reasons:

e Rents for the “Class A’ or upscale apartments communities of the type that we build should
increase appreciably durmg 2011, and the current high level of rental concessions should
decrease over time as the market continues to improve.

e Occupancy rates for Class A apartments in Atlanta should continue to increase in 2011.

e  The number of new apartments constructed in Atlanta was substantially lower in 2010 than
in recent years and is expected to remain low in 2011.

o Employment in metro Atlanta is expected to grow, although slowly compared to historical
levels.

o Natlonally, home ownership rates are declining, and we believe that this trend, coupled with
rising interest rates and larger required down payments for single-family home loans, will
lead to higher demand for apartments generally and in our market areas.

We believe that these favorable trends will increase the availability of debt and equity capital for
the construction of new apartments in our market areas, particularly for companies like ours that have
weathered the recession, own tracts of land in areas we believe are well-suited for upscale apartments,
and have a long history of developing, constructing, leasing up, and selling upscale multifamily
communities at substantial profits. For the reasons explained in Item 1A, Risk Factors, however, our
beliefs and expectations about these favorable trends may not prove to be accurate. =

We are currently holding five land parcels for development and construction:
1. Northridge, an 1l-acre site located close to the GA 400 and Northridge Road

interchange in Sandy Springs zoned for 220 multifamily units. We have purchased the
land disturbance permit, completed clearing, and commenced grading the site.



2. Bradley Park, a 22-acre site located in Forsyth County zoned for 154 multifamily units.
We have completed our architectural drawings, purchased our land disturbance permit,
and are ready to begin grading the site.

3. Peachtree Parkway, a 25-acre site fronting Peachtree Parkway (Highway 141) in
Gwinnett County zoned for 292 multifamily units that is located across the street from
The Forum, a 580,000 square foot upscale shopping center.

4. Highway 20, a 38-acre site located in Cumming zoned for 210 multifamily units. We have
started the necessary design and development work for this community.

5. North Springs, a 10-acre site located on Peachtree Dunwoody Road in Sandy Springs
across from the North Springs commuter rail station; the property is zoned for 356
multifamily units, 210,000 square feet of office space, and 56,000 square feet of retail
space.

Now that the Atlanta apartment market is beginning to recover from the recession, we believe
this is an opportune time to create new multifamily assets. We believe that we can build at lower
construction costs and create value for our shareholders as we have historically done during economic
downturns and recessions and as the economy recovers. We intend to move forward with the
development and construction of our next two multifamily communities—Northridge and Bradley Park.
Although we cannot make substantial progress on constructing these projects until we raise the required
equity and obtain construction financing, we believe that the market for construction financing is
improving in light of the positive factors noted above. We currently estimate that we will need
approximately $35,718,000 in debt and equity to complete the construction of our Northridge and
Bradley Park multifamily communities.

To provide the equity we need for construction of one or more of these communities as well as to
repay or partially extend our Peachtree Parkway loan, we may sell one or more of our land parcels to
independent purchasers. Potential buyers have recently expressed interest in purchasing some of our
properties, and we believe that they have the financial resources to do so. We are also considering
forming joint ventures and partnerships, and raising private equity. We are in discussions with possible
joint venture participants such as pension funds, life insurance companies, hedge funds, foreign
investors, and local investors.

We may also sell one or more land parcels to Roberts Properties, Inc. (“Roberts Properties™),
which is owned by Mr. Charles S. Roberts, the President, Chief Executive Officer, and Chairman of the
Board of Roberts Realty, or to a newly formed affiliate of either Roberts Properties or Roberts Realty
that would raise equity in a private offering for the specific purpose of funding the purchase of the land
parcel and constructing a2 multifamily community. Under our Code of Business Conduct and Ethics, the
terms of any sale of a property to Mr. Roberts or his affiliates would be negotiated and approved by our
audit committee, which is composed of the two independent members of our board of directors.

Retail Centers and Office Building

We currently own three retail centers and an office building, which have the occupancy
percentages provided below:

1. Bassett Shopping Center, a 19,949 square foot retail center located directly across from
the Mall of Georgia in Gwinnett County that is 82.9% occupied.



2. Spectrum at the Mall of Georgia, a 30,050 square foot retail center located directly
across from the Mall of Georgia in Gwinnett County that is 56.8% occupied.

3. Grand Pavilion, a 62,323 square foot retail center located in Johns Creek that is 15.0%
occupied. As previously explained, we are no longer making payments on the
nonrecourse loan secured by this retail center, and we are seeking to transfer it to the
lender as soon as possible in satisfaction of the $6,433,286 principal amount of debt
secured by the property.

4. Northridge Office Building, a 37,864 square foot building located in Sandy Springs that is
64.5% occupied. We occupy a portion of the building as our corporate headquarters.

Because the retail sector took the brunt of the severe recession, our retail centers have struggled
with occupancy as tenants have failed. The risks of owning retail centers have dramatically increased
since we purchased these retail centers, and we anticipate that the performance of our retail centers will
continue to be weak for the foreseeable future. As a result, we are focusing on our core business of
developing, constructing, and managing high quality multifamily apartment communities, and we intend
to exit the retail business. In spite of this difficult environment, however, we are committed to increasing
the occupancy of our Spectrum retail center, which is operating at a loss, and our Bassett retail center,
which is positively cash flowing. In addition to considering the sale of the Bassett and Spectrum retail
centers, we may form a joint venture with a company that specializes in retail properties to use their
leasing expertise. We also may pursue joint ventures with potential partners that include local investors,
pension funds, life insurance companies, hedge funds, and foreign investors.

Like the conduit loan secured by the Grand Pavilion retail center, the conduit loans secured by
the Bassett and Spectrum retail centers are nonrecourse. If we are unable to improve the financial
performance of one or both of these centers, particularly if the retail sector fails to improve or worsens,
we may seek to modify these loans. As a last resort, we may transfer one or both of these retail centers to
the lender in satisfaction of the debt to avoid any further negative operating cash flow from these assets.

_ Similar to the retail market, the market for office space in suburban Atlanta is overbuilt and
continues to be very challenging. We are considering the sale of our Northridge office building and may
also pursue joint ventures with potential partners that include local investors, pension funds, life
insurance companies, hedge funds, and foreign investors.

Possible Sale, Merger, or Business Combination of the Entire Company

In our efforts to maximize shareholder value, we are open to any transaction that would be in
the best interests of our shareholders. During the past two years, we have engaged in discussions with
both private companies and individuals regarding a possible sale, merger, or other business combination.
We have entered into mutual confidentiality agreements with six different entities, and discussions are
ongoing with several of them. To date, however, we have not entered into a letter of intent or definitive
agreement for such a transaction. We remain open to any reasonable proposal for a sale, merger, or
other business combination that would reward our shareholders and maximize their value.

Transactions with Charles S. Roberts and His Affiliates

Mr. Roberts has years of experience in developing multifamily communities, and we expect to
continue to engage in transactions with Mr. Roberts, Roberts Properties, Roberts Properties
Construction, Inc. (“Roberts Construction,” which is owned by Mr. Roberts, and together with Roberts
Properties, the “Roberts Companies”) or other affiliates of Mr. Roberts. We describe all current



agreements and arrangements with Mr. Roberts or the Roberts Companies in Item 13, Certain
Relationships and Related Transactions, and Director Independence below.

We have paid fees to the Roberts Companies for various services and will continue to do so in
the future. We have purchased properties from Roberts Properties, and we have retained the Roberts
Companies for development services and construction services for some of our land parcels, as well as to
renovate and reposition apartment communities that we have purchased. Roberts Realty, its predecessor
limited partnerships, and other limited partnerships sponsored by Mr. Roberts have previously entered
into agreements with Roberts Properties and Roberts Construction to provide these services for the
following 23 apartment communities with a total of 4,648 units that were sold for a total sales price of
$431,701,143. All of these communities were sold for a substantial profit.

Number

of Year Sales Price
Name of Community Units Sold  Sales Price Per Unit
+ * Addison Place Townhomes (Phase I) 118 2008 $ 20,000,000  $169,492
+ * Addison Place Apartments (Phase II) 285 2008 40,000,000 140,351
+ * Ballantyne Place 319 2005 37,250,000 116,771
* St. Andrews at The Polo Club 200 2004 36,000,000 180,000
+ * Preston Oaks (Phase I) 189 2004 23,762,500 125,728
+ * Preston Oaks (Phase II) 24 2004 3,017,500 125,728
+ * Bradford Creek 180 2004 18,070,000 100,389
+ * Veranda Chase 250 2004 23,250,000 93,000
+ * Plantation Trace (Phase I) . 182 2004 16,866,400 92,673
+ * Plantation Trace Townhomes (Phase II) 50 2004 4,633,600 92,673
+ * River Oaks 216 2004 20,000,000 92,593
+ * Highland Park 188 2003 17,988,143 95,682
+ * Rosewood Plantation 152 2001 14,800,000 97,368
+ * Crestmark Club (Phase I) 248 2001 18,562,874 74,850
+ * Crestmark Club (Phase II) 86 2001 6,437,126 74,850
+ * Ivey Brook 146 2000 14,550,000 99,658
+ * -Bentley Place 117 1999 8,273,000 70,709
* Windsong 232 1998 9,750,000 42,026
* Laurelwood 207 1997 - 10,601,000 51,213
+  Wynfield Trace 146 1995 10,865,000 74,418
+  Bridgewater 532 1995 39,535,000 74,314
+  Autumn Ridge 113 1995 7,750,000 68,584
+  Governor’s Pointe 468 1986 29,739,000 63,545

Total 4,648 $431,701,143
+ The communities marked with a + were built on raw land that was purchased, zoned and developed

by the Roberts Companies.
The communities marked with an * were designed, developed, constructed, renovated and managed
by the Roberts Companies for Roberts Realty Investors, Inc.

Our board of directors has adopted a policy that all conflicting interest transactions must be
authorized by a majority of the disinterested directors, but only if there are at least two directors who are
disinterested with respect to the matter at issue. In addition, under the applicable rules of the NYSE
Amex Equities exchange, related party transactions are subject to appropriate review and oversight by
the audit committee of our board of directors. In entering into transactions with the Roberts Companies
related to the communities listed above, we complied with these policies.



Investment Policies

Our investment objectives are to achieve stable cash flow and, over time, to increase cash flow
and portfolio value by continuing to develop multifamily communities. We may also acquire additional
multifamily communities that we anticipate will produce additional cash flow, although we currently have
no plans to do so. Our policy is to develop real estate projects where we believe favorable investment
opportunities exist based on market conditions at the time of the investment. We expect to pursue our
investment objectives primarily through the direct ownership of properties by the operating partnership,
although, as discussed below, we may also pursue indirect property ownership opportunities. Our
governing documents do not limit our future development or investment activities to any geographic
area, product type, or specified percentage of our assets. We currently have no plans to invest in the
securities of other issuers. We will not make any investments if the proposed investment would cause us
to be an “investment company” under the Investment Company Act of 1940. We do not own any
mortgages, and we do not intend to invest in mortgages or to engage in the originating, servicing, or
warehousing of mortgages.

Financing Policies

Our organizational documents do not limit the amount of indebtedness we may incur. We have
an informal. policy that we will not incur indebtedness in excess of 75% of what the board of directors
believes is the aggregate fair market value of our assets at any given time. We may re-evaluate our
borrowing policies from time to time in light of then current economic conditions, relative costs of debt
and equity capital, market value of the operating partnership’s real estate assets, growth and acquisition
opportunities, and other factors. Modification of this policy may adversely affect the interests of our
shareholders.

To the extent that the board of directors determines the need to seek additional capital, we may
raise capital through additional equity offerings, debt financings, or asset sales, or a combination of these
methods. We will contribute the net proceeds of all equity capital we raise to the operating partnership in
exchange for units or other interests in the operating partnership. We have not established any limit on
the number or amount of mortgages on any single property or on the operating partnership’s portfolio as
a whole.

Other Policies

We have the authority to offer our securities and to repurchase and otherwise reacquire our
securities, and we may engage in those activities in the future. Roberts Realty has adopted a policy that it
will issue shares to unitholders who exercise their rights of redemption. In the future, we may make loans
to joint ventures in which we participate to meet working capital needs. We have not engaged in trading,
underwriting, agency distribution, or sale of securities of other issuers, and we do not intend to do so.

Under our stock repurchase program, as of March 8, 2011, we are authorized to repurchase up
to 540,362 shares of our outstanding common stock. Under the plan, we may repurchase shares from
time to time by means of open market purchases and in solicited and unsolicited privately negotiated
transactions, depending on availability, our cash position, and price. B

Tax Structure
We have elected to be taxed as a REIT under the Internal Revenue Code. To continue to qualify

as a REIT, we must continue to meet certain tests that, among other things, generally require that our
assets consist primarily of real estate assets, our income be derived primarily from real estate assets, and



that we distribute at least 90% of our REIT taxable income (other than net capital gains) to our
stockholders annually. Provided we maintain our qualification as a REIT, we generally will not be subject
to U.S. federal income taxes at the corporate level on our net income to the extent that we distribute that
net income to our shareholders annually.

We intend to continue to qualify as a REIT unless, because of changing circumstances or
changes in the Internal Revenue Code or in applicable regulations, our board of directors decides that it
is no longer in our best interests to qualify as a REIT. In that event, we would be required under our
articles of incorporation to obtain the consent of the holders of a majority of the outstanding shares of
our common stock.

The Operating Partnership

We conduct our business through Roberts Properties Residential, L.P, which either directly or
through one of its wholly owned subsidiaries owns all of our properties and which we refer to as the
operating partnership. The agreement of limited partnership of the operating partnership provides that
it is not required to be dissolved until 2093. Roberts Realty is the sole general partner of the operating
partnership and as of March 8, 2011 owned an 82.6% interest in the operating partnership. Our
ownership interest in the operating partnership entitles us to share in cash distributions from, and in the
profits and losses of, the operating partnership generally in proportion to our ownership percentage. In
this report, we refer to units of limited partnership interest in the operating partnership as “units” and to
the holders of -units as “unitholders.”

Unitholders generally haveé the right to require the operating partnership to redeem their units.
A unitholder who submits units for redemption will receive, at our election, either (a) 1.647 shares for
each unit submitted for redemption, or (b) cash for those units at their fair market value, based upon the
then current trading price of the shares. We have adopted a policy of issuing shares in exchange for units.
We also have the right, at our election, to issue shares in exchange for all outstanding units.

Our articles of incorporation limit ownership by any one shareholder to 3.7% of the outstanding
shares of our common stock, with two exceptions. First, Mr. Roberts can beneficially own up to 35% of
the outstanding shares. Second, any shareholder who beneficially owned more than 3.7% of our
outstanding common shares on July 22, 2004, the date that we filed an amendment to our articles of
incorporation revising the ownership limits, can retain indefinitely the shares the shareholder owned as
of that date but cannot increase that ownership in the future (other than by exchanging the units the
shareholder owned on that date for shares). Accordingly, a unitholder, including Mr. Roberts, cannot
redeem units if upon their redemption he would hold more shares than permitted under the applicable
percentage limit (subject to the exceptions as noted).

Shares issued for units are registered with the SEC and are freely transferable, other than by
affiliates. Whenever we issue shares, we are obligated to contribute the net proceeds from that issuance
to the operating partnership, and the operating partnership is obligated to issue units to us. The
operating partnership agreement permits the operating partnership, without the consent of the
unitholders, to sell additional units and add limited partners.

Competition
Multifamily Communities

The tracts of land on which we are developing or plan to develop new multifamily communities
are located in developed areas that include other multifamily communities. The number of competitive
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multifamily communities in a particular area could have a material adverse effect on our rental rates and
our ability to lease multifamily units at any newly developed or acquired community. We face
competition from other real estate investors, including insurance companies, pension and investment
funds, partnerships and investment companies, and other multifamily REITS, to acquire and develop
multifamily communities and to acquire land for future development. As an owner of multifamily
communities, we will face competition for prospective residents from other multifamily community
owners whose communities may be perceived to offer a better location or better amenities, or whose rent
may be perceived as a better value given the quality, location, and amenities that the prospective resident
seeks. In addition, despite the adverse conditions in the single-family housing market, we may lose both
current and prospective renters who see the current market as an opportunity to buy a single-family
home at a reduced price.

Office Building and Retail Centers

Our office building and retail centers face competition from similar office buildings and retail
centers within their geographic areas to lease new space, renew leases, or re-lease spaces as leases expire.
In addition, the recession forced prospective office and retail tenants to curtail expansion plans, and
some tenants have been forced to close their businesses or file bankruptcy. Other properties that
compete with ours may be newer, better located, better capitalized, or have better tenants than our
properties. Any new competitive properties that are developed within our local markets, or older
competitive properties that have lost tenants, may result in increased competition for customer traffic
and creditworthy ‘tenants by way of lower rental rates or more attractive lease terms, especially in this
weak economic environment. We may not be able to lease our properties, renew leases, or obtain new
tenants for space that needs to be re-leased as leases expire, and the terms of renewals or new leases
(including the cost of required renovations or concessions to tenants) may be less favorable to us than
current lease terms. Increased competition for tenants may require us to make capital improvements to
properties that we would not have otherwise made. In addition, our retail centers face competition from
alternate forms of retailing, including home shopping networks, mail order catalogues, and on-line based
shopping services, which may limit the number of retail tenants that desire to seek space in shopping
centers generally.

Environmental and Other Regulatory Matters

Under various federal, state, and local laws and regulations, an owner of real estate is liable for
the costs of removal or remediation of hazardous or toxic substances on its property. Those laws often
impose liability without regard to whether the owner knew of, or was responsible for, the presence of the
hazardous or toxic substances. The costs of remediation or removal of the substances may be substantial,
and the presence of the substances, or the failure to remediate the substances promptly, may adversely
affect the owner’s ability to sell the real estate or to borrow using the real estate as collateral. In
connection with the ownership and operation of our operating properties and other real estate assets, we
may be potentially liable for remediation and removal costs and for damages to persons or property
arising from the existence or maintenance of hazardous or toxic substances.

The preliminary environmental assessments of our operating properties and other real estate
assets have not revealed any environmental liability that we believe would have a material adverse effect
on our business, assets, or results of operations, nor are we aware of any liability of that type.
Nevertheless, these assessments may not have revealed all environmental liabilities, and we may have
material environmental liabilities that we do not know about. Future uses or conditions, including
changes in applicable environmental laws and regulations, may cause us to have environmental liability.
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Insurance

We carry comprehensive property, general liability, fire, extended coverage, environmental, and
rental loss insurance on all of our existing properties, with policy specifications, insured limits, and
deductibles customarily carried for similar properties. We carry similar insurance with respect to our
properties under development or properties under construction, but with appropriate exceptions given
the nature of these properties. We believe that our properties are adequately covered by insurance.

Segment Information

We currently have three reportable operating segments:

 the retail/office segment consisting of three retail centers and one office building;

o the land segment consisting of five tracts of land totaling 106 acres that are in various
phases of development and construction; and

» the corporate segment consisting primarily of operating cash and cash equivalents plus
miscellaneous other assets.

For more detailed information about these segments, please see Note 7, Segment Reporting, in the
audited consolidated financial statements included in Item 15 of this report. For information about our
properties, please see Item 2, Properties, below.

Corporate Information

Roberts Realty Investors, Inc. is a Georgia corporation formed in 1994. Our executive offices are
located at 450 Northridge Parkway, Suite 302, Atlanta, Georgia 30350, and our telephone number is
(770) 394-6000. We are redesigning a new corporate website that we expect to be operational in June
2011. We file annual, quarterly, and current reports, proxy statements, and other information with the
SEC that is available to the public at the SEC’s website at www.sec.gov. As of March 8, 2011, we have
two full-time employees.
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ITEM 1A. RISK FACTORS

Investors or potential investors in Roberts Realty should carefully consider the risks described
below. These risks are not the only ones we face. Additional risks of which we are presently unaware or
that we currently consider immaterial may also impair our business operations and hinder our financial
performance, including our ability to make distributions to our investors. We have organized our
summary of these risks into five subsections:

e financing risks;

e real estate related risks;

e  tax risks;

o environmental and other legal risks; and
e  rtisks for investors in our stock.

This section includes forward-looking statements.
Financing Risks

We face the maturity of an $8,175,000 loan on July 31, 2011, and we may be unable to refinance or extend
this debt.

As of March 8, 2011, we have one loan that matures within the next 12 months: our $8,175,000
Peachtree Parkway land loan, which matures on July 31, 2011 and is secured by our Peachtree Parkway
and North Springs properties. If we are unable to refinance or extend this loan at maturity on acceptable
terms, or at all, we may have to use a substantial portion of our remaining cash (which was $3,218,774 as
of March 8, 2011) to repay part of the loan and dispose of one or more of our properties to raise the
remainder of the funds we would need to repay the loan in full. Those events could have a material
adverse effect on our ability to pay amounts due on our remaining debt and to pay future distributions to
our investors.

If we are unable to meet mortgage payments on any mortgaged property, the mortgage holder could
foreclose upon the property and take other actions.

If we are unable to meet mortgage payments on any mortgaged property, the mortgage holder
could foreclose upon the property, appoint a receiver, and receive an assignment of rents and leases, or
pursue other remedies, all with a consequent loss of our revenues and asset value. (All of our retail
shopping center loans are nonrecourse.) Foreclosures could also create taxable income without
accompanying cash proceeds, thereby hindering our ability to meet the REIT distribution requirements
of the Internal Revenue Code.

We may not be able to obtain the debt and equity we need to carry out our planned development and
construction program.

To start construction of multifamily communities on our Bradley Park and Northridge land
parcels, we will need a substantial amount of additional debt and equity capital. We currently estimate
that it would take approximately $82,745,000 to complete the construction of our Bradley Park,
Northridge, Peachtree Parkway, and Highway 20 multifamily communities. We have not yet estimated
the construction costs for the North Springs property. We believe that the equity we need to fund the
construction of a new multifamily property, in addition to a construction loan, would come from the
proceeds of a sale of another property, the contributions of a joint venture partner, or from raising
private equity. We are not able to provide any assurance that we will be able to raise the debt and equity
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needed to complete the construction of even one new multifamily community. If we are unable to obtain
debt and equity on favorable terms, we will be unable to carry out our planned development and
construction program, and our returns to investors will be reduced accordingly.

Rising interest rates could materially and adversely affect the cost of our indebtedness.

We have incurred and may again in the future incur debt that bears interest at a variable rate. As
of March 8, 2011, we have $17,158,333 in debt that bears interest at a floating interest rate. Accordingly,
increases in interest rates would increase our interest costs, which could materially and adversely affect
our results of operations and our ability to pay amounts due on our debt and future distributions to our
investors.

We face the normal risks associated with debt financing.

We are subject to the normal risks associated with debt financing, including the risks that our
cash flow will be insufficient to meet required payments of principal and interest and that we will not be
able to renew, repay, or refinance our debt when it matures or that the terms of any renewal or
refinancing will not be as favorable as the existing terms of that debt. The payment terms contained in
each mortgage note secured by one of our properties do not fully amortize the loan balance, and a
balloon payment of the balance will be due upon its maturity. If we are unable to pay our obligations to
our secured lenders, they could proceed against any or all of the collateral securing our indebtedness to
them. In addition, a breach of the restrictions or covenants contained in our loan documents could cause
an acceleration of our indebtedness. We may not have, or be able to obtain, sufficient funds to repay our
indebtedness in full upon acceleration. If we are unable to refinance our debt upon acceleration or at
scheduled maturity on acceptable terms or at all, we face the risks described in the first risk factor above.

Increased debt and leverage could affect our financial position and impair our ability to make distributions
to our investors.

Our organizational documents do not limit the amount of debt that we may incur. We have an
informal policy that we will not incur indebtedness in excess of 75% of what the board of directors
believes is the fair market value of our assets at any given time. In the future, however, we may
re-evaluate our borrowing policies in light of then current economic conditions, relative costs of debt and
equity capital, market value of our real estate assets, growth and acquisition opportunities, and other
factors. Modification of this policy may adversely affect the interests of our shareholders. Additional
leverage may:

e increase our vulnerability to general adverse economic and industry conditions;

e  limit our flexibility in planning for, or reacting to, changes in our business, which may place
us at a competitive disadvantage compared to our competitors that have less debt; and

 limit, along with the possible financial and other restrictive covenants in our indebtedness,
our ability to borrow additional funds.

Any of the foregoing could materially and adversely affect our results of operations and our ability to pay
amounts due on our debt and distributions to our investors.

We could be negatively affected by the condition of Fannie Mae or Freddie Mac.
Fannie Mae and Freddie Mac are a major source of financing for secured multifamily rental real

estate. We and other multifamily companies depend heavily on Fannie Mae and Freddie Mac to finance
growth by purchasing multifamily loans. In September 2008, the U.S. government assumed control of
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Fannie Mae and Freddie Mac and placed both companies into a government conservatorship under the
Federal Housing Finance Agency. In December 2009, the Obama administration pledged to cover
unlimited losses through December 31, 2012 for both companies, lifting an earlier cap of $400 billion.
Since that time, the chairman of the House Financial Services Committee has called for a new system of
housing finance and the elimination of Fannie Mae and Freddie Mac. The House Financial Services
Committee has held two hearings on the topic, and Congress scheduled a series of hearings for February
and March. On February 11, 2011, the Obama administration released its blueprint for winding down
Fannie Mae and Freddie Mac, and for reforming the system of housing finance. It outlined three
possible courses for reform without recommending a specific one: (1) a privatized system of housing
finance with the government’s insurance role limited to assistance for narrowly targeted groups of
borrowers; (2) a privatized system of housing finance with government assistance limited to narrowly
targeted groups of borrowers and as a guarantee mechanism in times of crisis; and (3) a privatized
system of housing finance with government assistance limited to low- and moderate-income borrowers
and as catastrophic reinsurance behind significant private capital. A decision by the government to
eliminate Fannie Mae or Freddie Mac or reduce government support for apartment mortgage loans may
adversely affect interest rates, capital availability, development of multifamily communities and the value
of multifamily residential real estate.

Real Estate-Related Risks
Our business currently operates at a loss.

Between 2003 and 2010, we sold nine multifamily communities for a total of $260,838,143. From
the net proceeds of these sales, we hdve paid cash distributions totaling $43,836,983, or $6.02 per share/
unit, to our shareholders and unitholders, as well as stock dividends of $4,693,415, or $1.25 per share, to
shareholders. Having sold all of our apartment communities during this period, we currently do not have
any multifamily communities in our portfolio. As a result, we have experienced and continue to
experience negative operating cash flow. Because land does not generate revenue, a substantial portion
of our negative cash flow is due to the carrying costs (interest expense and property taxes) on our land.
In addition, the financial performance of our office building and our neighborhood retail centers
continues to be challenged by the weakness in the national and local economy. For these reasons, we
expect to continue to generate negative operating cash flow and to operate at a loss until we are able to
construct and lease up our planned multifamily communities as described elsewhere in this report.

Real estate properties are illiquid and are difficult to sell in a poor market environment like the present.

Real estate investments are relatively illiquid, which limits our ability to react quickly to adverse
changes in economic or other market conditions. Our ability to dispose of assets depends on prevailing
economic and market conditions. We may be unable to sell our properties to repay debt, to raise capital
we need to fund our planned development and construction program, or to fund distributions to
investors.

Construction risks inherent in the development and construction of new properties could negatively affect
our financial performance.

We currently estimate that it would cost approximately $82,745,000 to complete construction of
the Bradley Park, Northridge, Peachtree Parkway, and Highway 20 multifamily communities. We have
not yet estimated the construction costs for our North Springs property. Development and construction
costs may exceed our original estimates due to events beyond our control, including:
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increased costs for or any unavailability of materials or labor;

environmental impact studies by the government;

weather delays;

increased interest costs due to rising interest rates; and

any financial instability of the developer (Roberts Properties), general contractor (Roberts
Construction) or any subcontractor.

We may also be unable to complete development or construction of a property on schedule,
which could result in increased debt service expense or construction costs and loss of rents until the
property is ready for occupancy. Additionally, the time required to recoup our development and
construction costs and to realize a return, if any, on those costs can be prolonged and delayed. Further,
we typically enter into construction contracts on a cost plus basis. Because these contracts do not provide
for a guaranteed maximum price, we must bear the entire amount of any increase in costs above the
amounts we initially estimate, and these costs may be material.

We face leasing risks in our planned development and construction program.

The success of a multifamily development project depends in part on leasing to residents with
acceptable rental rates within the lease-up period. If the multifamily communities we build are not
leased on schedule and at the expected rental rates, the yields, returns, and value creation on the
communities could be adversely affected. Whether or not residents are willing to enter into leases on the
terms and conditions we project and on the timetable we expect will depend on a large variety of factors,
many of which are outside our control.

We are currently concentrated in metropolitan Atlanta, and adverse changes in economic or market
conditions in Atlanta could negatively affect our financial performance and condition.

All our properties are located in metropolitan Atlanta, Georgia, and adverse changes in
economic or market conditions in this area could negatively affect our performance. These factors
include the following:

e  the failure of the employment rate to rebound to prior levels;

declining neighborhood values in the submarkets in which our properties are located;
additional zoning and other regulatory conditions;

competition from other properties;

increasing property taxes; .

weather problems, including periods of prolonged drought;

limited future economic growth due to judicial or other governmental action that restricts
withdrawals from Lake Lanier, Atlanta’s primary water supply; and

e  price increases for materials or labor.

Deteriorating general economic or social conditions or any natural disasters in the metropolitan
Atlanta area could materially and adversely affect the value of our portfolio, our results of operations,
and our ability to pay amounts due on our debt and to make distributions to our investors.

We face conflicts of interest because of our business dealings with our Chief Executive Officer and his
affiliates.

Our business practice is to retain Roberts Properties to develop our properties and Roberts

Construction to construct our properties. Mr. Charles S. Roberts owns all of the equity interests in these
two companies. We have in the past and may again in the future acquire properties from Mr. Roberts or
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his affiliates. One of our goals for 2011 is to sell one or more properties to decrease our negative cash
flow and increase our cash balances. We may sell one or more properties to Roberts Properties or an
affiliate of Roberts Properties. Although each agreement between Roberts Realty or the operating
partnership on one hand and Roberts Properties or its affiliates on the other hand must be approved by
our audit committee and the independent members of our board of directors, conflicts of interest
inherent in these business transactions could result in our paying more for property or services than we
would pay an independent seller or provider (or receiving less than we would receive from an
independent buyer). These agreements and transactions have not had and will not have the benefit of
arm’s-length negotiation of the type normally conducted between unrelated parties. These business
relationships also expose us to the following risks, among others:

e the possibility that the Roberts Companies might incur severe financial problems or even
become bankrupt;

e the possibility that the Roberts Companies may at any time have economic or business
interests or goals that are or that become inconsistent with our business interests or goals;
or

e the possibility that the Roberts Companies may be in a position to take action contrary to
our instructions or requests or contrary to our policies or objectives.

Further, Mr. Roberts may face conflicts of interest in dealing with lenders who have made loans both to
us and to private entities he owns or controls.

We face substantial competition.

All of our properties are located in developed areas where we face substantial competition from
other properties and from other real estate companies that own or may develop or renovate competing
properties. The substantial number of competitive properties and real estate companies in our market
areas could have a material adverse effect on our ability to maintain and increase occupancy levels and
rental rates, and to attract creditworthy residents and commercial tenants. As a result, these factors
could materially and adversely affect the value of our real estate portfolio, our results of operations, our
ability to pay amounts due on our mortgage deb