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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CAMPUS CREST COMMUNITIES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)

(Unaudited)

December

June 30, 2012 31,

2011
Assets
Investment in real estate, net:
Student housing properties $ 515,362 $ 512,227
Accumulated depreciation (86,485 ) (76,164
Development in process 98,478 45,278
Investment in real estate, net 527,355 481,341
Investment in unconsolidated entities 23,093 21,052
Cash and cash equivalents 22,201 10,735
Restricted cash 3,644 2,495
Student receivables, net of allowance for doubtful accounts of $1,187 and $246, 998 1259
respectively ’
Cost and earnings in excess of construction billings 16,274 10,556
Other assets, net 10,642 12,819
Total assets $ 604,207 $ 540,257
Liabilities and Equity
Liabilities:
Mortgage and construction notes payable $ 198,876 $ 186,914
Line of credit and other debt 82,975 82,052
Accounts payable and accrued expenses 38,579 30,650
Construction billings in excess of cost and earnings 179 165
Other liabilities 8,765 9,341
Total liabilities 329,374 309,122
Commitments and contingencies
Equity:

Preferred stock, $0.01 par value, 10,000 shares authorized:
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8.00% Series A Cumulative Redeemable Preferred Stock (liquidation preference
$25.00 per share), 2,300 and 0 shares issued and outstanding in 2012 and 2011,
respectively

Common stock, $0.01 par value, 90,000 shares authorized, 31,085 and 30,710 shares
issued and outstanding in 2012 and 2011, respectively

Additional common and preferred paid-in capital

Accumulated deficit and distributions

Accumulated other comprehensive loss

Total stockholders' equity

Noncontrolling interests

Total equity

Total liabilities and equity

See accompanying notes to condensed consolidated financial statements.

23

311

304,257
(33,666
(267
270,658
4,175
274,833

$ 604,207

307

248,599
(21,410
(387
227,109
4,026
231,135
$ 540,257
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CAMPUS CREST COMMUNITIES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
(LOSS)

(In thousands, except per share data)

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30, June 30, June 30,

2012 2011 2012 2011
Revenues:
Student housing rental $17,854 $ 13,019 $35,712 $ 26,171
Student housing services 732 538 1,495 976
Development, construction and management services 16,803 11,333 31,059 21,617
Total revenues 35,389 24,890 68,266 48,764
Operating expenses:
Student housing operations 8,930 6,325 17,508 12,765
Development, construction and management services 15,427 10,611 28,885 19,836
General and administrative 2,219 1,722 4,545 3,670
Ground leases 56 52 108 104
Depreciation and amortization 5,874 5,209 11,730 10,366
Total operating expenses 32,506 23,919 62,776 46,741
Equity in earnings (loss) of unconsolidated entities 102 (284 ) 198 (526
Operating income (loss) 2,985 687 5,688 1,497
Nonoperating income (expense):
Interest expense (2,201 ) (1,360 ) (5,774) (2,735
Change in fair value of interest rate derivatives (55 ) 141 (104 ) 337
Other income (expense) (76 ) 2 ) (74 ) 44
Total nonoperating income (expense) (2,332 ) (1,221 ) (5,952) (2,354
Net income (loss) before income tax expense 653 (534 ) (264 ) (857
Income tax expense (193 ) (107 ) (256 ) (258
Net income (loss) 460 (641 ) (520 ) (1,115
Net (income) loss attributable to noncontrolling interests 14 3 23 5
Dividends on preferred stock (1,150 ) - (1,814) -
Net income (loss) attributable to common stockholders $(676 ) $ (638 ) $(2,311) $ (1,110

Net income (loss) per share attributable to common stockholders,

basic and diluted $(0.02 ) $ (0.02 ) $(0.07 ) $ (0.04

Weighted-average common shares outstanding, basic and diluted 31,084 30,721 31,004 30,712

Distributions per common share $0.16 $ 0.16 $0.32 $ 0.32

~— N O



Edgar Filing: Campus Crest Communities, Inc. - Form 10-Q

Condensed consolidated statements of comprehensive income

(loss):

Net income (loss) $460 $ (641
Change in fair value of interest rate derivatives 100 (215
Comprehensive income (loss) 560 (856
Comprehensive (income) loss attributable to noncontrolling 13 3
interests

Dividends on preferred stock (1,150 ) -
Comprehensive income (loss) attributable to common $577 ) $ (853
stockholders

See accompanying notes to condensed consolidated financial statements.

) $(520 ) $ (1,115

) 121 (220
) (399 ) (1,335
22 5
(1,814) -

) $(2,191) $ (1,330
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CAMPUS CREST COMMUNITIES, INC.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(In thousands)
(Unaudited)
Campus Crest Communities, Inc. Stockholders
Series A Additional Accumulated
. Accumulated .
Cumulative g C&gfnmon and Deficit and Other Noncontrolh%tal Bauit
Redeemable LBre erred Paid-in. buti Comprehensiwnterests quity
Preferred Stock  Capital istributions Income (Loss)
Balance at December 31,2011  $- $ 307 $ 248,599 $(21,410 ) $ (387 ) $4,026 $231,135
Issuance of preferred stock 23 - 54,870 - - - 54,893
Issuance of restricted stock - 4 4 ) - - - -
Amortization of restricted stock
awards and operating - - 792 - - 312 1,104
partnership units
Dividends on preferred stock - - - (1,814 ) - - (1,814 )
Dividends on common stock - - - 9,945 ) - - 9,945 )
Dividends to noncontrolling i i i i i 141 ) (141 )
interests
Net income (loss) - - - 497 ) - (23 ) (520 )
Other comprehensive income i i i i 120 | 121
(loss)
Balance at June 30, 2012 $23 $ 311 $ 304,257 $(33,666 )$ (267 ) $ 4,175 $274,833

See accompanying notes to condensed consolidated financial statements.
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CAMPUS CREST COMMUNITIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:

Depreciation and amortization

Amortization of deferred financing costs

Provision for bad debts

Change in non-cash portion of fair value of unhedged derivatives
Equity in (earnings) loss of unconsolidated entities
Distribution of accumulated earnings from unconsolidated entities
Compensation expense related to share based payments
Changes in operating assets and liabilities:

Restricted cash

Student receivables

Construction billings

Accounts payable and accrued expenses

Other

Net cash provided by (used in) operating activities
Investing activities:

Investments in development in process

Investments in student housing properties

Investments in unconsolidated entities

Distributions from unconsolidated entities

Purchase of corporate furniture, fixtures and equipment
Net cash provided by (used in) investing activities
Financing activities:

Proceeds from mortgage notes payable

Repayments of mortgage notes payable

Proceeds from line of credit and other debt
Repayments of line of credit and other debt

Debt issuance costs

Proceeds from sale of preferred stock

Payment of offering costs

Dividends on common stock

Dividends on preferred stock

Six Months Ended

June 30,
2012

$(520 ) $ (1,115

11,730
1,869
934

114
237
430

(1,149 )
673 )
(5,612 )
4,722

(493 )
11,589

(53,771)
(3,110 )
(1,971 )
2,604

450 )
(56,698)

61,153
(49,191)
31,000
(30,077)
(529 )
57,500
(2,399 )
(9,885 )
856 )

10,366
558
555
(337
635

125

1,479
(264
(4,737
4,220
(86
11,399

(40,259
(756
(3,115
5,082
(28
(39,076

11,724
32,000

(553

(134
(8,808

June 30, 2011

10
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Dividends to noncontrolling interests
Net cash provided by (used in) financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:

Cash paid for interest

Cash paid for income taxes

Non-cash investing and financing activity:

Change in payables related to dividends to stockholders

Change in payables related to dividends to noncontrolling interests
Change in payables related to capital expenditures

Contribution of development in process to unconsolidated entity

See accompanying notes to condensed consolidated financial statements.

(141
56,575

11,466

10,735
$22,201

$5,293
558
$1,018

2,190
2,893

)

(125
34,104

6,427
2,327
$ 8,754

$ 2,928
4

$ 1,012
15
16,387
7,666

11
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CAMPUS CREST COMMUNITIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Organization and Description of Business

Campus Crest Communities, Inc., together with its subsidiaries, is a self-managed, self-administered and
vertically-integrated real estate investment trust (“REIT”) focused on developing, building, owning and managing
high-quality, resident like focused student housing properties in the United States. We operate our business through
Campus Crest Communities Operating Partnership, LP (the “Operating Partnership”) and our subsidiaries. All
references to “we,” “us,” our,” the “Company” and “Campus Crest” refer to Campus Crest Communities, Inc. and our
consolidated subsidiaries, including the Operating Partnership.

We have made an election to qualify, and we believe we are operating so as to qualify, as a REIT under Sections 856
through 859 of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”). As a REIT, we generally
will not be subject to U.S. federal income tax to the extent that we meet the organizational and operational

requirements and our distributions equal or exceed taxable income. For all periods subsequent to the REIT election,

we have met the organizational and operational requirements and distributions have exceeded net taxable income.

We have made the election to treat Campus Crest TRS Holdings, Inc. (“TRS Holdings”), our wholly-owned subsidiary
which holds our development, construction and management companies which provide services to entities in which
we do not own 100% of the equity interests, as a taxable REIT subsidiary (“TRS”). As a TRS, the operations of TRS
Holdings and its subsidiaries are generally subject to federal, state and local income and franchise taxes.

At June 30, 2012, we had an ownership interest in 33 operating properties comprising approximately 17,064 beds. Our
portfolio consists of the following:

Properties in Properties under
Operation Construction

Consolidated entities 27 5 (6]
Unconsolidated entities 6 4 (@)
Total 33 9

12
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Includes three student housing properties with completion targeted for the 2012-2013 academic year and two
student housing properties with completion targeted for the 2013-2014 academic year, The Grove at Fort Collins,
(Dlocated in Colorado, and The Grove at Muncie, located in Indiana. Additionally, we are undergoing an expansion of
an existing property, The Grove at Nacogdoches, by 64 units inclusive of 160 beds to be delivered for the

2012-2013 academic year.

Includes The Grove at Norman, a new student housing property located in Oklahoma with completion targeted for

2
( )the 2013-2014 academic year (see Note 4).

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (“U.S. GAAP”), as well as instructions to Form 10-Q, and represent our financial
position, results of operations and cash flows. Third party equity interests in the Operating Partnership are reflected as
noncontrolling interests in our condensed consolidated financial statements. We also have interests in unconsolidated
real estate ventures which have ownership in several property owning entities that are accounted for under the equity
method. All significant intercompany balances and transactions have been eliminated. Certain prior period amounts
have been reclassified to conform to the current period presentation.

The unaudited interim condensed consolidated financial statements should be read in conjunction with the our audited
consolidated financial statements and accompanying notes for the year ended December 31, 2011 included in our
Annual Report on Form 10-K for the year ended December 31, 2011 filed with the Securities and Exchange
Commission. The results of operations and cash flows for any interim period are not necessarily indicative of results
for other interim periods or the full year.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Significant assumptions and estimates are used by management in recognizing construction and
development revenue under the percentage of completion method, useful lives of student housing properties, valuation
of investment in real estate, allocation of purchase price to newly acquired student housing properties, fair value of
financial assets and liabilities, including derivatives and allowance for doubtful accounts. Actual results could differ
from those estimates.

13
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CAMPUS CREST COMMUNITIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

Investment in Real Estate

Investment in real estate is recorded at historical cost. Major improvements that extend the life of an asset are
capitalized and depreciated over a period equal to the shorter of the life of the improvement or the remaining useful
life of the asset. The cost of ordinary repairs and maintenance are charged to expense when incurred.

Depreciation and amortization are recorded on a straight-line basis over the estimated useful lives of the assets as
follows:

Buildings 40 years
Improvements 20 years
Furniture, fixtures, and equipment 3-10 years

The cost of buildings and improvements includes all pre-development, entitlement and project costs directly
associated with the development and construction of a real estate project, including interest, property taxes, the
amortization of deferred financing costs recognized while the project is under construction as well as certain internal
costs related to the development and construction of our student housing properties. All costs are capitalized as
development in process until the asset is ready for its intended use, which is typically at the completion of the project.
Upon completion, costs are transferred into the applicable asset category and depreciation commences. Interest
totaling approximately $0.8 million and $1.4 million was capitalized during the three and six months ended June 30,
2012, respectively, and approximately $0.4 million and $0.8 million was capitalized during the three and six months
ended June 30, 2011, respectively.

Pre-development costs are capitalized until such time that management believes it is no longer probable that a contract
will be executed and/or construction will commence. Because we frequently incur these pre-development expenditures
before a financing commitment and/or required permits and authorizations have been obtained, we bear the risk of
loss of these pre-development expenditures if financing cannot ultimately be arranged on acceptable terms or we are
unable to successfully obtain the required permits and authorizations. As such, management evaluates the status of
projects where we have not yet acquired the target property or where we have not yet commenced construction on a
periodic basis and writes off any pre-development costs related to projects whose current status indicates the
acquisition or commencement of construction is not probable. Such write-offs are included within operating expenses

15
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in the accompanying condensed consolidated statement of operations. As of June 30, 2012 and December 31, 2011,
we have deferred approximately $8.6 million and $2.7 million, respectively, in pre-development costs related to
development projects that have not yet been acquired or for which construction has not commenced. Such costs are
included in development in process on the accompanying condensed consolidated balance sheets.

Management assesses whether there has been impairment in the value of our investment in real estate whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
investment in real estate is measured by a comparison of the carrying amount of a student housing property to the
estimated future undiscounted cash flows expected to be generated by the property. Impairment is recognized when
estimated future undiscounted cash flows, including proceeds from disposition, are less than the carrying value of the
property. The estimation of future undiscounted cash flows is inherently uncertain and relies on assumptions regarding
current and future economics and market conditions. If such conditions change, then an adjustment reducing the
carrying value of our long-lived assets could occur in the future period in which conditions change. To the extent that
a property is impaired, the excess of the carrying amount of the property over its estimated fair value is charged to
operating earnings. Fair value is determined based upon the discounted cash flows of the property, quoted market
prices or independent appraisals, as considered necessary.

Property Acquisitions

We allocate the purchase price of acquired properties to net tangible and identified intangible assets and liabilities
based on the relative fair values of those assets and liabilities. Fair value estimates are based on information obtained
from independent appraisals, market data, information obtained during due diligence and information related to the
marketing and leasing at the specific property. The value of in-place leases is based on the difference between (i) the
property valued with existing in-place leases adjusted to market rental rates and (ii) the property valued “as-if” vacant.
As lease terms are typically one year or less, rates on in-place leases generally approximate market rental rates.
Factors considered in the valuation of in-place leases include estimates of the carrying costs during the expected
lease-up period considering current market conditions, nature of the tenancy and costs to execute similar leases.
Carrying costs include estimates of lost rentals at market rates during the expected lease-up period, net of variable
operating expenses. The value of in-place leases is amortized on a straight-line basis over the remaining initial term of
the respective leases, generally less than one year. The purchase price of property acquisitions is not expected to be
allocated to tenant relationships considering the terms of the leases and the expected levels of renewals.

16
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CAMPUS CREST COMMUNITIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

Deferred Financing Costs

We defer costs incurred in obtaining financing and amortize the costs over the terms of the related loans. Upon
repayment of the underlying debt agreement, any unamortized costs are charged to earnings. Deferred financing costs,
net of accumulated amortization, are included in other assets on the accompanying condensed consolidated balance
sheets.

Noncontrolling Interests

Noncontrolling interests represent the portion of equity in our consolidated subsidiaries which is not attributable to the
stockholders. Accordingly, noncontrolling interests are reported as a component of equity, separate from stockholders’
equity, in the accompanying condensed consolidated balance sheets. On the condensed consolidated statements of
operations and comprehensive income (loss), operating results are reported at their consolidated amounts, including
both the amount attributable to us and to noncontrolling interests.

Real Estate Ventures

We hold interests in our properties, both under development and in operation, through interests in both consolidated
and unconsolidated real estate ventures. We assess our investments in real estate ventures in accordance with
applicable guidance under U.S. GAAP to determine if a venture is a Variable Interest Entity (“VIE”). We consolidate
entities that are defined as VIEs and for which we are determined to be the primary beneficiary. In instances where we
are not the primary beneficiary, we do not consolidate the entity for financial reporting purposes. Entities that are not
defined as VIEs are consolidated where we are the general partner (or the equivalent) and the limited partners (or the
equivalent) in such investments do not have rights which would preclude control.

For entities where we are the general partner (or the equivalent), but do not control the real estate venture, as the other
partners (or the equivalent) hold substantive participating rights, we use the equity method of accounting. For entities
where we are a limited partner (or the equivalent), management considers factors such as ownership interest, voting

17
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control, authority to make decisions and contractual and substantive participating rights of the partners (or the
equivalent) to determine if the presumption that the general partner controls the entity is overcome. In instances where
these factors indicate we control the entity, we consolidate the entity; otherwise we record our investment using the
equity method of accounting.

Under the equity method, investments are initially recognized in the balance sheet at cost and are subsequently
adjusted to reflect our proportionate share of net earnings or losses of the entity, distributions received, contributions
and certain other adjustments, as appropriate. Any difference between the carrying amount of these investments on our
balance sheet and the underlying equity in net assets is amortized as an adjustment to equity in earnings (loss) of
unconsolidated entities. When circumstances indicate there may have been a loss in value of an equity method
investment, and we determine the loss in value is other than temporary, we recognize an impairment charge to reflect
the investment at fair value.

Segments

We have identified two reportable business segments: (i) student housing operations and (ii) development,
construction and management services. We evaluate the performance of our operating segments based on operating
income (loss). All inter-segment sales pricing is based on current market conditions. Operating segments that do not
individually meet the aggregation criteria described in the accounting guidance may be combined with other operating
segments that do not individually meet the aggregation criteria to form a separate reportable segment. Unallocated
corporate amounts include general expenses associated with managing our two reportable operating segments.

Student Housing Revenue

Students are required to execute lease contracts with payment schedules that vary from annual to monthly payments.
We recognize revenues on a straight-line basis over the term of the lease contracts. Generally, each executed contract
is required to be accompanied by a signed parental guaranty. Amounts received in advance of the occupancy period or
prior to the contractual due date are recorded as deferred revenues and included in other liabilities on the
accompanying condensed consolidated balance sheets. Service revenue is recognized when earned.

Development, Construction and Management Services

Development and construction service revenue is recognized using the percentage of completion method, as
determined by construction costs incurred relative to total estimated construction costs. Any changes in significant
judgments and/or estimates used in determining construction and development revenue could significantly change the
timing or amount of construction and development revenue recognized.

18
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Development and construction service revenue is recognized for contracts with entities we do not consolidate. For
projects where the revenue is based on a fixed price, any cost overruns incurred during construction, as compared to
the original budget, will reduce the net profit ultimately recognized on those projects. Profit derived from these
projects is eliminated to the extent of the Company’s interest in the unconsolidated entity. Any incentive fees, net of
the impact of our ownership interest if the entity is unconsolidated, are recognized when the project is complete and
performance has been agreed upon by all parties, or when performance has been verified by an independent third
party. When total development or construction costs at completion exceed the fixed price set forth within the related
contract, such cost overruns are recorded as additional investment in the unconsolidated entity. Entitlement fees,
where applicable, are recognized when earned based on the terms of the related contracts.

19
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CAMPUS CREST COMMUNITIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

Management fees, net of elimination to the extent of our ownership in an unconsolidated entity, are recognized when
earned in accordance with each management contract. Incentive management fees are recognized when the incentive
criteria are met.

Allowance for Doubtful Accounts

Allowances for student receivables are established when management determines that collections of such receivables
are doubtful. Balances are considered past due when payment is not received on the contractual due date. When
management has determined that receivables are uncollectible, they are written off against the allowance for doubtful
accounts.

Derivative Instruments and Hedging Activities

We enter into interest rate cap and interest rate swap agreements to manage floating interest rate exposure with respect
to amounts borrowed, or forecasted to be borrowed, under credit facilities. These contracts effectively exchange
existing or forecasted obligations to pay interest based on floating rates for obligations to pay interest based on fixed
rates.

All derivative instruments are recognized as either assets or liabilities on the condensed consolidated balance sheets at
their respective fair values. Changes in fair value are recognized either in earnings or as other comprehensive income
(loss), depending on whether the derivative has been designated as a fair value or cash flow hedge and whether it
qualifies as part of a hedging relationship, the nature of the exposure being hedged and how effective the derivative is
at offsetting movements in underlying exposure. We discontinue hedge accounting when: (i) we determine that the
derivative is no longer effective in offsetting changes in the fair value or cash flows of a hedged item; (ii) the
derivative expires or is sold, terminated or exercised; (iii) it is no longer probable that the forecasted transaction will
occur; or (iv) management determines that designating the derivative as a hedging instrument is no longer appropriate.
In situations in which hedge accounting is not initially designated, or is discontinued and a derivative remains
outstanding, gains and losses related to changes in the fair value of the derivative instrument are recorded in
current-period earnings as a component of the change in fair value of interest rate derivatives line item on the
accompanying condensed consolidated statements of operations and comprehensive income (loss). Also included

20
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within this line item are any required monthly settlements on the swaps as well as any cash settlements paid.

Fair Value of Financial Instruments

Financial instruments consist primarily of cash, cash equivalents, restricted cash, student receivables, interest rate
caps, interest rate swaps, accounts payable, mortgages, construction loans and lines of credit. The carrying value of
cash, cash equivalents, restricted cash, student receivables and accounts payable are representative of their respective
fair values due to the short-term nature of these instruments. The estimated fair value of the revolving line of credit
approximates the outstanding balance due to the frequent market based re-pricing of the underlying variable rate
index. The estimated fair values of mortgages and construction loans are determined by comparing current borrowing
rates and risk spreads offered in the market to the stated interest rates and spreads on our current mortgages and
construction loans. The fair values of mortgage and construction loans are disclosed in Note 5.

The fair value of the interest rate caps and swaps are determined using widely accepted valuation techniques including
discounted cash flow analysis on the expected cash flows of the derivative. This analysis reflects the contractual terms
of the derivative, including the period to maturity, and uses observable market-based inputs, including interest rate
curves, implied volatilities and the creditworthiness of the swap counterparties. Fair value guidance for financial
assets and liabilities which are recognized and disclosed in the condensed consolidated financial statements on a
recurring basis and nonfinancial assets on a nonrecurring basis establishes a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
measurements involving significant unobservable inputs (Level 3 measurements). The three levels of the fair value
hierarchy are as follows:

Observable inputs, such as quoted prices in active markets at the measurement date, for identical, unrestricted

Level 1 — e
assets or liabilities.

Other inputs that are observable directly or indirectly, such as quoted prices in markets that are not active or

Level 2 inputs which are observable, either directly or indirectly, for substantially the full term of the asset or liability.

Unobservable inputs for which there is little or no market data and which the Company makes its

Level 3 — . .. . . s
own assumptions about how market participants would price the asset or liability.

10
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Fair value is defined as the price that would be received when selling an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date (exit price). In instances where inputs used to
measure fair value fall into different levels of the fair value hierarchy, the level in the fair value hierarchy within
which the fair value measurement in its entirety has been determined is based on the lowest level input significant to
the fair value measurement in its entirety. Our assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment and considers factors specific to the asset or liability.

Income Taxes

We have made an election to qualify, and believe we are operating so as to qualify, as a REIT under Sections 856
through 859 of the Internal Revenue Code. As a REIT, we generally will not be subject to U.S. federal income tax on
taxable income that we distribute currently to our stockholders. Our qualification as a REIT depends upon our ability
to meet on a continuing basis, through actual investment and operating results, various complex requirements under
the Internal Revenue Code relating to, among other things, the sources of our gross income, the composition and
values of our assets, our distribution levels and the diversity of ownership of our stock. We believe that we are
organized in conformity with the requirements for qualification and taxation as a REIT under the Internal Revenue
Code and that our intended manner of operation will enable us to meet the requirements for qualification and taxation
as a REIT.

As a REIT, we generally will not be subject to U.S. federal and state income tax on taxable income that we distribute
currently to our stockholders. If we fail to qualify as a REIT in any taxable year and do not qualify for certain
statutory relief provisions, we will be subject to U.S. federal income tax at regular corporate rates and generally will
be precluded from qualifying as a REIT for the subsequent four taxable years following the year during which we lost
our REIT qualification. Accordingly, our failure to qualify as a REIT could materially and adversely affect us,
including our ability to make distributions to our stockholders in the future.

We have made the election to treat TRS Holdings, our subsidiary which holds our development, construction and
management companies which provide services to entities in which we do not own 100% of the equity interests, as a
TRS. As a TRS, the operations of TRS Holdings and its subsidiaries are generally subject to federal, state and local
income and franchise taxes. Our TRS accounts for its income taxes in accordance with GAAP, which includes an
estimate of the amount of taxes payable or refundable for the current year and deferred tax liabilities and assets for the
future tax consequences of events that have been recognized in our financial statements or tax returns. Deferred tax
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assets and liabilities of the TRS entities are recognized based on the difference between the financial statement
carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are
measured using enacted tax rates in effect in the years in which those temporary differences are expected to reverse.

We follow a two-step approach for evaluating uncertain tax positions. Recognition (step one) occurs when we
conclude that a tax position, based solely on its technical merits, is more-likely-than-not (a likelihood of more than 50
percent) to be sustained upon examination. Measurement (step two) determines the amount of benefit that
more-likely-than-not will be realized upon settlement. Derecognition of a tax position that was previously recognized
would occur when we subsequently determined that a tax position no longer met the more-likely-than-not threshold of
being sustained. The use of a valuation allowance as a substitute for derecognition of tax positions is prohibited.

Comprehensive Income (Loss)

Comprehensive income (loss) includes net income (loss) and other comprehensive income (loss), which consists of
unrealized gains (losses) on derivative instruments. Comprehensive income (loss) is presented in the accompanying
condensed consolidated statements of operations and comprehensive income (loss), and accumulated other
comprehensive income (loss) is displayed as a separate component of stockholders’ equity.

Stock-Based Compensation

We grant restricted stock and restricted common units of limited partnership interests in the Operating Partnership
(““OP Units”) that vest in equal annual installments over either a three or five year period. A restricted stock or OP Unit
award is an award of our common stock or OP Units that are subject to restrictions on transferability and other
restrictions determined by our compensation committee at the date of grant. A grant date is established for a restricted
stock award or restricted OP Unit award upon approval from our compensation committee and board of directors. The
restrictions may lapse over a specified period of employment or the satisfaction of pre-established criteria as our
compensation committee may determine. Except to the extent restricted under the award agreement, a participant
awarded restricted stock or OP Units has all the rights of a stockholder or OP Unit holder as to these shares or units,
including the right to vote and the right to receive dividends or distributions on the shares or units. The fair value of
the award is determined based on the market value of our common stock on the grant date and is recognized on a
straight-line basis over the applicable vesting period for the entire award with cost recognized at the end of any period
being at least equal to the shares that were then vested.

Recent Accounting Pronouncements

In January 2012, we adopted the Financial Accounting Standards Board (“FASB”) guidance on disclosure requirements
for fair value measurements. The guidance requires additional disclosures related to transfers of financial instruments
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within the fair value hierarchy and quantitative and qualitative disclosures related to significant unobservable inputs.
As the guidance is limited to enhanced disclosures, adoption did not have a material impact on our condensed
consolidated financial statements.

11
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In January 2012, we adopted the FASB guidance which eliminates the option to report other comprehensive income
and its components in the statement of changes in equity. Entities are now required to present the components of net
income and other comprehensive income in either a single continuous statement or two separate consecutive
statements. The standard did not change the recognition or measurement of net income or comprehensive income, and
we elected to present the components of net income and other comprehensive income as a single continuous
statement. In December 2011, the FASB issued an accounting standards update to defer those changes that relate only
to the presentation of reclassification adjustments in the statement of operations.

3. Student Housing Properties

The following is a summary of the gross carrying value of our student housing properties for the periods presented (in
thousands):

June 30, l?))le cember
2012 2011
Land $37,646 $37,646
Buildings and improvements 423,831 423,237
Furniture, fixtures and equipment 53,885 51,344
Student housing properties $515,362 $512,227

4. Investment in Unconsolidated Entities

We have investments in real estate ventures with Harrison Street Real Estate (“HSRE’’) which we do not consolidate.
These joint ventures are engaged primarily in developing, constructing, owning and managing student housing
properties in the United States. Both we and our joint venture partners hold joint approval rights for major decisions,
including those regarding property acquisition and disposition as well as property operation. As such, we hold
noncontrolling interests in these joint ventures and account for them under the equity method of accounting.
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We act as the operating member and day-to-day manager for these joint ventures and as such are entitled to receive
fees for providing development and construction services (as applicable) and management services. We recognized
revenues of approximately $16.8 million and $31.1 million for the three and six months ended June 30, 2012,
respectively, and revenues of approximately $11.3 million and $21.6 million for the three and six months ended June
30, 2011, respectively. Such fees are reflected in development, construction and management services in the
accompanying condensed consolidated statements of operations and comprehensive income (loss).

We are a guarantor of the construction notes payable for these joint ventures. A summary of our unconsolidated
investments as of June 30, 2012 is as follows (dollars in thousands):

Debt
Our Number Total Amount X;et:f:ll tid
Unconsolidated Entities “ . of unt 8 Maturity Date Range
Ownership . Investment Outstandindnterest
Properties 1
Rate @
11/09/2012 -
HSRE-Campus Crest [, LLC 499 % 4 @ $ 14,754 $48,304 274 % 01/09/2013
HSRE-Campus Crest IV 10/31/2013 -
s 3)
LLC 20.0 % 2 4,602 30,075 542 % 12/01/2013
12/20/2014 -
HSRE-Campus Crest V, LLC 10.0 % 3 2 3,089 27,765 296 % 01/05/2015
EEEE'Camp“S Crest VI, 200 % 1 648 - @G ) 5/82015
Total Unconsolidated Entities 10 $ 23,093 $106,144 356 %
(6] Variable interest rate(s), except where otherwise noted.

@ In July 2012, we acquired 100% of the interests in The Grove at Moscow from HSRE-Campus Crest I, LLC and
The Grove at Valdosta from HSRE-Campus Crest IV, LLC (see Note 13).

(©) Comprised of one fixed rate loan and one variable rate loan.

(C) Interest rate as of June 30, 2012 not applicable as the outstanding loan balance was zero.

In March 2012, we entered into a new joint venture with HSRE, HSRE-Campus Crest VI, LLC (“HSRE VI”), to
develop and operate additional student housing properties. As of June 30, 2012, we owned a 20.0% interest in this
venture and affiliates of HSRE own the remaining 80.0%. HSRE VI is currently constructing one new student housing
property, The Grove at Norman, located in Oklahoma, with completion targeted for the 2013-2014 academic year. We
made contributions to HSRE VI, net of cash received, of approximately $0.7 million during the three months ended
June 30, 2012, consisting of cash and assigned interest in Campus Crest at Norman, LP.

12
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The following is a summary of the financial position of our unconsolidated entities in their entirety, not only our
interest in the entities, for the periods presented (amounts in thousands):

December
31,
June 30, 2012 2011

Assets
Student housing properties, net $ 128,845 $ 123,552
Development in process 51,519 15,243
Other assets, net 6,376 5,696
Total assets $ 186,740 $ 144,491
Liabilities and Equity
Construction notes payable $ 106,144 $ 82,719
Other liabilities 22,558 14,402
Owners' equity 58,038 47,370
Total liabilities and equity $ 186,740 $ 144,491
Share of historical owners' equity $ 13,274 $ 11,101
Preferred investment (1) 13,231 13,231
I:Seste Sslgfrence in carrying value of investment versus net book value of underlying net (3412 ) (3280 )
Carrying value of investment in unconsolidated entities $ 23,093 $ 21,052

As of June 30, 2012 and December 31, 2011, we held a Class B interest in The Grove at San Angelo, The Grove at
Moscow, The Grove at Valdosta and The Grove at Conway of approximately $13.2 million. These preferred
(Dinterests entitle us to a 9.0% return on our investment but otherwise do not change our effective ownership interest
in these properties. In July 2012, we acquired 100% of the remaining interests in The Grove at Moscow from
HSRE-Campus Crest I, LLC and The Grove at Valdosta from HSRE-Campus Crest IV, LLC (see Note 13).

This amount represents the aggregate difference between our historical cost basis and the basis reflected at the
entity level, which is typically amortized over the life of the related asset. The basis differential occurs primarily

(@) due to the difference between the allocated value to acquired entity interests and the venture’s basis in those
interests, the capitalization of additional investment in the unconsolidated entities and the elimination of service
related revenue to the extent of our percentage ownership.
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The following is a summary of the operating results for our unconsolidated entities in their entirety, not only our
interest in the entities, for the periods presented (amounts in thousands):

Revenues

Expenses:

Operating expenses

Interest expense

Depreciation and amortization
Net income (loss)

Company's share of net income (loss) (1)
Income on preferred investments
Equity in earnings (loss) of unconsolidated entities

Three Months Ended
June 30,
2012 June 30, 2011
$ 4,561 $ 3,768
2,527 2,139
1,362 1,465
1,214 1,115
$G42 ) $ (951
$ (54 ) $ (340
156 56
$102 $ (284

Six Months Ended

June 30,

2012 June 30, 2011

$9,175 $ 7,509
5,083 4,121
2,699 2,944
2,421 2,238

) $(1,028) $ (1,794 )

) $(114 ) $ (635 )
312 109
) $198  $ (526 )

Amount differs from net loss multiplied by our ownership percentage due to the amortization of the aggregate
difference between our historical cost basis and our basis reflected at the entity level.
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5. Debt

The following is a summary of our mortgage and construction notes payable, the Credit Facility (defined below) and
other debt for the periods presented (amounts in thousands):

June 30, 2012 December 31,

2011
Fixed-rate mortgage notes payable $ 149,122 $ 109,276
Variable-rate mortgage notes payable 28,726 28,726
Construction loans 21,028 48,912
Line of credit 80,500 79,500
Other debt 2,475 2,552

$ 281,851 $ 268,966

Line of Credit

We have a revolving credit facility (the “Credit Facility”’) with Citibank, N.A. and certain other parties thereto. The
Credit Facility provides for borrowing capacity up to $200 million and includes an accordion feature that allows us to
request an increase in the total commitments of an additional $125 million to a total commitment of $325 million. The
Credit Facility matures in August 2014 and provides us a one-year extension option, subject to certain terms and
conditions. Amounts outstanding under the Credit Facility bear interest at a floating rate equal to, at our election, the
Eurodollar Rate or the Base Rate (each as defined in the Credit Facility) plus a spread. The spread depends upon our
leverage ratio and ranges from 1.75% to 2.50% for Eurodollar Rate based borrowings and from 0.75% to 1.50% for
Base Rate based borrowings. At June 30, 2012, the interest rate on the Credit Facility was 2.24%. Under the Credit
Facility, our distributions may not exceed the greater of (i) 95.0% of our FFO or (ii) the amount required for us to
qualify and maintain our status as a REIT. If a default or event of default occurs and is continuing, we may be
precluded from making certain distributions (other than those required to allow us to qualify and maintain our status
as a REIT).

As of June 30, 2012 and December 31, 2011, we had approximately $80.5 million and $79.5 million outstanding
under the Credit Facility, respectively. At June 30, 2012, we had approximately $61.4 million of borrowing capacity
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under the Credit Facility. Our ability to borrow under this facility is subject to our ongoing compliance with a number
of customary financial covenants, as described further in our Annual Report on Form 10-K for the year ended
December 31, 2011.

We and certain of our subsidiaries guarantee the obligations under the Credit Facility and we and certain of our
subsidiaries have provided a pledge to not encumber assets comprising the borrowing base used to determine the
borrowing capacity under the Credit Facility. At June 30, 2012, we were in compliance with the above financial
covenants with respect to the Credit Facility.
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Mortgage Notes Payable

Mortgage notes payable are collateralized by properties and their related revenue streams or properties under
construction. The following presents our mortgage notes payable outstanding for the periods presented (dollar

amounts in thousands):

Principal
Face Outstanding
Amount at 6/30/2012
Construction loans

The Grove at Orono  $15,206 $ 5,236

The Grove at Auburn 16,294 10,018

Principal
Outstanding Interest
at Stated Interest Rate at Maturity
12/31/2011 Rate 6/30/2012  Date Amortization
$ - 15%3%1; T 299 % 6/30/2014 Interest only
LIBOR +
i 295 bps
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