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Large accelerated filer x Accelerated filer o
Non-accelerated filer o
(Do not check if a smaller reporting company) Smaller reporting company o
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If emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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Education Realty Operating Partnership, LP                    Yes o No x

As of August 6, 2018, Education Realty Trust, Inc. had 80,604,618 shares of common stock outstanding.
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EXPLANATORY NOTE

This report combines the reports on Form 10-Q for the quarterly period ended June 30, 2018 of Education Realty
Trust, Inc. and Education Realty Operating Partnership, LP. Unless stated otherwise or the context otherwise requires,
references to “EdR” mean only Education Realty Trust, Inc., a Maryland corporation, and references to “EROP” mean
only Education Realty Operating Partnership, LP, a Delaware limited partnership. References to the "Trust," "we,"
"us" or "our" mean collectively EdR, EROP and those entities/subsidiaries owned or controlled by EdR and/or EROP.
References to the "Operating Partnership" mean collectively EROP and those entities/subsidiaries owned or controlled
by EROP. The following chart illustrates our corporate structure:

The general partner of EROP is Education Realty OP GP, Inc. (the “OP GP”), an entity that is wholly-owned by EdR.
As of June 30, 2018, OP GP held an ownership interest in EROP of less than 1%. The limited partners of EROP are
Education Realty OP Limited Partner Trust, a wholly-owned subsidiary of EdR, and other limited partners consisting
of current and former members of management. The OP GP, as the sole general partner of EROP, has the
responsibility and discretion in the management and control of the Operating Partnership, and the limited partners of
EROP, in such capacity, have no authority to transact business for, or participate in the management activities of, the
Operating Partnership. Management operates EdR and the Operating Partnership as one business. The management of
EdR consists of the same members as the management of the Operating Partnership.

The Trust is structured as an umbrella partnership real estate investment trust (“UPREIT”) and EdR contributes all net
proceeds from its various equity offerings to the Operating Partnership. In return for those contributions, EdR receives
an equal number of partnership units of EROP (the “OP Units”). Contributions of properties to the Trust can be
structured as tax-deferred transactions through the issuance of OP Units. Holders of OP Units may tender their OP
Units for redemption by the Operating Partnership in exchange for cash equal to the market price of EdR's common
stock at the time of redemption or, at EdR's option, for shares of EdR's common stock. Pursuant to the partnership
agreement of EROP, the number of shares to be issued upon the redemption of OP Units is equal to the number of OP
Units being redeemed. Additionally, for every one share of common stock offered and sold by EdR for cash, EdR
must contribute the net proceeds to EROP and, in return, EROP will issue one OP Unit to EdR.

The Trust believes that combining the quarterly reports on Form 10-Q of EdR and the Operating Partnership into this
single report provides the following benefits:

•enhances investors’ understanding of the Trust by enabling investors to view the business of EdR and the Operating
Partnership as a whole in the same manner as management views and operates the business;

•eliminates duplicative disclosure and provides a more streamlined and readable presentation since a substantial
portion of the disclosure applies to both EdR and the Operating Partnership; and
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•creates time and cost efficiencies through the preparation of one combined report instead of two separate reports.

EdR consolidates the Operating Partnership for financial reporting purposes, and EdR essentially has no assets or
liabilities other than its investment in the Operating Partnership. Therefore, the assets and liabilities of EdR and the
Operating Partnership are the same in their respective financial statements. However, the Trust believes it is important
to understand the few differences between EdR and the Operating Partnership in the context of how the entities
operate as a consolidated company. All of the Trust's property ownership, development and related business
operations are conducted through the Operating Partnership. EdR also issues public equity from time to time and
guarantees certain debt of EROP. EdR does not have any indebtedness, as all debt is incurred by the Operating
Partnership. The Operating Partnership holds all of the assets of the Trust, including the Trust’s ownership interests in
its joint ventures. The Operating Partnership conducts the operations of the business and is structured as a partnership
with no publicly traded equity. Except for the net proceeds from EdR’s equity offerings, which are contributed to the
capital of EROP in exchange for OP Units on the basis of one share of common stock for one OP Unit, the Operating
Partnership generates all remaining capital required by the Trust's business, including as a result of the incurrence of
indebtedness. These sources include, but are not limited to, the Operating Partnership’s working capital, net cash
provided by operating activities, borrowings under its credit facilities, proceeds from mortgage indebtedness and debt
issuances, and proceeds received from the disposition of certain properties. Noncontrolling interests, stockholders’
equity and partners’ capital are the main areas of difference between the consolidated financial statements of the Trust
and those of the Operating Partnership. The noncontrolling interests in the Operating Partnership’s financial statements
consist of the interests of unaffiliated partners in various consolidated joint ventures. The noncontrolling interests in
the Trust's financial statements include the same noncontrolling interests at the Operating Partnership level. The
differences between stockholders’ equity and partners’ capital result from differences in the type of equity issued by
EdR and the Operating Partnership.

To help investors understand the significant differences between the Trust and the Operating Partnership, this report
provides separate condensed consolidated financial statements for the Trust and the Operating Partnership. A single
set of consolidated notes to such financial statements is presented that includes separate discussions for the Trust and
the Operating Partnership when applicable (for example, noncontrolling interests, stockholders’ equity or partners’
capital, earnings per share or unit, etc.). A combined Management’s Discussion and Analysis of Financial Condition
and Results of Operations section is also included that presents discrete information related to each entity, as
applicable.

In order to highlight the differences between the Trust and the Operating Partnership, the separate sections in this
report for the Trust and the Operating Partnership specifically refer to the Trust and the Operating Partnership. In the
sections that combine disclosure of the Trust and the Operating Partnership, this report refers to actions or holdings as
being actions or holdings of the Trust. Although the Operating Partnership is generally the entity that directly or
indirectly enters into contracts and joint ventures and holds assets and debt, reference to the Trust is appropriate
because the Trust operates its business through the Operating Partnership. The separate discussions of the Trust and
the Operating Partnership in this report should be read in conjunction with each other to understand the results of the
Trust on a consolidated basis and how management operates the Trust.
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PART I - Financial Information

Item 1. Financial Statements.
EDUCATION REALTY TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share and per share data)
(Unaudited)

June 30,
2018

December 31,
2017

Assets:
Collegiate housing properties, net $2,526,609 $ 2,424,304
Assets under development 733,200 488,614
Cash and cash equivalents 9,502 24,787
Restricted cash 8,839 4,368
Other assets 56,529 73,091
Total assets $3,334,679 $ 3,015,164

Liabilities:
Unsecured debt, net of unamortized deferred financing costs $864,730 $ 933,449
Mortgage debt, net of unamortized deferred financing costs 127,270 —
Accounts payable and accrued expenses 161,072 162,434
Deferred revenue 10,586 20,473
Total liabilities 1,163,658 1,116,356

Commitments and contingencies (see Note 7) — —

Redeemable noncontrolling interests 58,846 52,843

Equity:
Common stock, $0.01 par value per share, 200,000,000 shares authorized, 80,581,104 and
75,779,932 shares issued and outstanding as of June 30, 2018 and December 31, 2017,
respectively

805 757

Preferred shares, $0.01 par value per share, 50,000,000 shares authorized, no shares issued
and outstanding — —

Additional paid-in capital 2,028,379 1,844,639
Retained earnings 43,747 —
Accumulated other comprehensive income (loss) 2,598 (660 )
Total Education Realty Trust, Inc. stockholders’ equity 2,075,529 1,844,736
Noncontrolling interests 36,646 1,229
Total equity 2,112,175 1,845,965
Total liabilities and equity $3,334,679 $ 3,015,164

See accompanying notes to the condensed consolidated financial statements.
1
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EDUCATION REALTY TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Amounts in thousands, except per share data)
(Unaudited)

Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Revenues:
Collegiate housing leasing revenue $74,190 $70,071 $161,939 $150,856
Third-party development consulting services — 1,156 — 2,971
Third-party management services 599 831 1,504 1,776
Operating expense reimbursements 1,593 1,984 3,667 4,237
Total revenues 76,382 74,042 167,110 159,840
Operating expenses:
Collegiate housing leasing operations 32,165 30,338 64,339 59,215
Development and management services 2,984 2,775 5,835 5,676
General and administrative 8,605 3,338 11,524 6,765
Depreciation and amortization 23,879 24,520 46,386 50,359
Ground lease expense 2,647 2,462 6,435 6,022
Other operating expense — — — 500
Reimbursable operating expenses 1,593 1,984 3,667 4,237
Total operating expenses 71,873 65,417 138,186 132,774

Operating income 4,509 8,625 28,924 27,066

Nonoperating (income) expenses:
Interest expense, net of amounts capitalized 4,122 3,062 8,873 6,090
Amortization of deferred financing costs 350 358 713 779
Interest income (21 ) (17 ) (64 ) (49 )
Gain on consolidation of unconsolidated joint ventures (34,259 ) — (34,259 ) —
Loss on extinguishment of debt — — — 22
Total nonoperating (income) expenses (29,808 ) 3,403 (24,737 ) 6,842
Income before equity in earnings of unconsolidated entities, income taxes
and gain on sale of collegiate housing properties 34,317 5,222 53,661 20,224

Equity in earnings of unconsolidated entities 6,889 129 6,831 384
Income before income taxes and gain on sale of collegiate housing
properties 41,206 5,351 60,492 20,608

Income tax (benefit) expense (36 ) 353 30 (532 )
Income before gain on sale of collegiate housing properties 41,242 4,998 60,462 21,140
Gain on sale of collegiate housing properties 20,979 691 42,337 691
Net income 62,221 5,689 102,799 21,831
Less: Net loss attributable to the noncontrolling interests (1,193 ) (371 ) (1,573 ) (386 )
Net income attributable to Education Realty Trust, Inc. $63,414 $6,060 $104,372 $22,217

See accompanying notes to the condensed consolidated financial statements.
2
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Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Comprehensive income:
Net income $62,221 $5,689 $102,799 $21,831
Other comprehensive income:
   Gain (loss) on cash flow hedging derivatives 983 (365 ) 3,258 713
Comprehensive income 63,204 5,324 106,057 22,544
   Less: Comprehensive loss attributable to the noncontrolling interests (1,193 ) (371 ) (1,573 ) (386 )
Comprehensive income attributable to Education Realty Trust, Inc. $64,397 $5,695 $107,630 $22,930

Earnings per share information:
Net income attributable to Education Realty Trust, Inc. common stockholders
per share – basic $0.81 $0.07 $1.34 $0.29

Net income attributable to Education Realty Trust, Inc. common stockholders
per share – diluted $0.81 $0.07 $1.34 $0.28

Distributions per share of common stock $0.39 $0.38 $0.78 $0.76

Weighted average common shares outstanding:
Weighted average common shares outstanding – basic 77,101 73,623 76,660 73,566
Weighted average common shares outstanding – diluted 77,250 73,841 76,820 73,795

See accompanying notes to the condensed consolidated financial statements.
3
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EDUCATION REALTY TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Amounts in thousands, except shares)
(Unaudited)

Common Stock
Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other
Comprehensive
Income
(Loss)

Noncontrolling
Interests TotalShares Amount

Balance, December 31, 2016 73,075,455 $ 731 $1,802,852 $— $ (3,564 ) $ 1,422 $1,801,441
Proceeds from issuance of
common stock, net of offering
costs

110,092 1 403 — — — 404

Amortization of long-term
incentive plan awards 6 — 1,538 — — — 1,538

Surrender of shares to cover
taxes on vesting of restricted
stock

(3,283 ) — (2,564 ) — — — (2,564 )

Common stock issued to
officers and directors 12,654 — 480 — — — 480

Cash dividends — — (33,555 ) (22,217 ) — — (55,772 )
Adjustments to reflect
redeemable noncontrolling
interests at fair value

— — 4 — — — 4

Accretion of redeemable
noncontrolling interests — — (1,207 ) — — — (1,207 )

Comprehensive income (loss) — — — 22,217 713 (79 ) 22,851
Balance, June 30, 2017 73,194,924 $ 732 $1,767,951 $— $ (2,851 ) $ 1,343 $1,767,175

Balance, December 31, 2017 75,779,932 $ 757 $1,844,639 $— $ (660 ) $ 1,229 $1,845,965
Issuance of common stock, net
of offering costs 4,789,527 48 188,373 — — — 188,421

Reclassification of vested LTIP
Units to redeemable
noncontrolling interest

— — (2,856 ) — — — (2,856 )

Amortization of long-term
incentive plan awards — — 1,534 — — — 1,534

Common stock issued to
officers and directors 11,645 — 400 — — — 400

Cash dividends — — — (59,177 ) — — (59,177 )
Adjustments to reflect
redeemable noncontrolling
interests at fair value

— — (3,711 ) — — — (3,711 )

Accretion of redeemable
noncontrolling interests — — — (1,448 ) — — (1,448 )

Consolidation of previously
unconsolidated joint ventures — — — — — 36,111 36,111

Comprehensive income (loss) — — — 104,372 3,258 (694 ) 106,936
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Balance, June 30, 2018 80,581,104 $ 805 $2,028,379 $43,747 $ 2,598 $ 36,646 $2,112,175

See accompanying notes to the condensed consolidated financial statements.
4
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EDUCATION REALTY TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)
(Unaudited)

Six months ended
June 30,
2018 2017

Operating activities:
Net income $102,799 $21,831
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 46,386 50,359
Deferred tax expense 31 1,078
Excess tax benefit related to the vesting of restricted stock — (1,610 )
Loss on disposal of assets 475 —
Gain on sale of collegiate housing properties (42,337 ) (691 )
Noncash rent expense related to the straight-line adjustment for long-term ground leases 2,340 2,349
Loss on extinguishment of debt — 22
Amortization of deferred financing costs 713 779
Distributions of earnings from unconsolidated entities 3,078 287
Noncash compensation expense related to stock-based incentive awards 1,907 1,893
Equity in earnings of unconsolidated entities (6,831 ) (384 )
Gain on consolidation of unconsolidated joint ventures (34,259 ) —
Change in operating assets and liabilities (7,723 ) (6,695 )
Net cash provided by operating activities (net of acquisitions) 66,579 69,218

Investing activities:
Property acquisitions — (127,647)
Purchase of corporate assets (965 ) (1,028 )
Investment in collegiate housing properties (8,492 ) (7,549 )
Proceeds from sale of collegiate housing properties 125,076 17,738
Collections on notes receivable 500 —
Proceeds from disposal of property and related equity investment 3,800 —
Cash acquired in excess of cost of additional ownership interests acquired 1,891 —
Earnest money deposits (225 ) (750 )
Investment in assets under development (277,948 ) (194,491)
Reimbursement of development related costs 6,659 —
Distributions from unconsolidated entities 50 128
Net cash used in investing activities (149,654 ) (313,599)

See accompanying notes to the condensed consolidated financial statements.
5
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Six months ended
June 30,
2018 2017

Financing activities:
Payment of mortgage and construction loans (89,307 ) (32,950 )
Borrowings under mortgage and construction loans 129,400 146
Debt issuance costs (5,620 ) (493 )
Borrowings on line of credit 158,000 328,000
Repayments of line of credit (227,000) (3,000 )
Proceeds from issuance of common stock 187,119 —
Payment of offering costs — (335 )
Contributions from noncontrolling interests 904 11,054
Dividends and distributions paid to common and restricted stockholders (59,177 ) (55,772 )
Dividends and distributions paid to noncontrolling interests (22,058 ) (450 )
Repurchases of common stock for payments of restricted stock tax withholding — (2,563 )
Net cash provided by financing activities 72,261 243,637
Net decrease in cash and cash equivalents and restricted cash (10,814 ) (744 )
Cash and cash equivalents and restricted cash, beginning of period 29,155 42,313
Cash and cash equivalents and restricted cash, end of period $18,341 $41,569

Reconciliation of cash and cash equivalents and restricted cash:
Cash and cash equivalents $9,502 $33,496
    Restricted cash 8,839 8,073
Total cash and cash equivalents and restricted cash $18,341 $41,569

Supplemental disclosure of cash flow information:
Interest paid, net of amounts capitalized $8,638 $5,815
Income taxes paid $323 $195

Supplemental disclosure of noncash activities:
Redemption of redeemable noncontrolling interests from unit holder to shares of common stock $1,031 $1,138
Capital expenditures in accounts payable and accrued expenses related to developments $69,850 $69,390

See accompanying notes to the condensed consolidated financial statements.
6
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EDUCATION REALTY OPERATING PARTNERSHIP, L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except unit data)
(Unaudited)

June 30,
2018

December
31, 2017

Assets:
Collegiate housing properties, net $2,526,609 $2,424,304
Assets under development 733,200 488,614
Cash and cash equivalents 9,502 24,787
Restricted cash 8,839 4,368
Other assets 56,529 73,091
Total assets $3,334,679 $3,015,164

Liabilities:
Unsecured debt, net of unamortized deferred financing costs $864,730 $933,449
Mortgage debt, net of unamortized deferred financing costs 127,270 —
Accounts payable and accrued expenses 161,072 162,434
Deferred revenue 10,586 20,473
Total liabilities 1,163,658 1,116,356

Commitments and contingencies (see Note 7) — —

Redeemable limited partner units 7,296 4,353

Redeemable noncontrolling interests 51,550 48,490

Partners' capital:
General partner - 6,920 units outstanding as of June 30, 2018 and December 31, 2017 180 177
Limited partners - 80,574,184 and 75,773,012 units issued and outstanding as of June 30,
2018 and December 31, 2017, respectively 2,072,751 1,845,219

Accumulated other comprehensive income (loss) 2,598 (660 )
Total partners' capital 2,075,529 1,844,736
Noncontrolling interests 36,646 1,229
Total capital 2,112,175 1,845,965
Total liabilities and partners' capital $3,334,679 $3,015,164

See accompanying notes to the condensed consolidated financial statements.
7
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EDUCATION REALTY OPERATING PARTNERSHIP, L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Amounts in thousands, except per unit data)
(Unaudited)

Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Revenues:
Collegiate housing leasing revenue $74,190 $70,071 $161,939 $150,856
Third-party development consulting services — 1,156 — 2,971
Third-party management services 599 831 1,504 1,776
Operating expense reimbursements 1,593 1,984 3,667 4,237
Total revenues 76,382 74,042 167,110 159,840
Operating expenses:
Collegiate housing leasing operations 32,165 30,338 64,339 59,215
Development and management services 2,984 2,775 5,835 5,676
General and administrative 8,605 3,338 11,524 6,765
Depreciation and amortization 23,879 24,520 46,386 50,359
Ground lease expense 2,647 2,462 6,435 6,022
Other operating expense — — — 500
Reimbursable operating expenses 1,593 1,984 3,667 4,237
Total operating expenses 71,873 65,417 138,186 132,774

Operating income 4,509 8,625 28,924 27,066

Nonoperating (income) expenses:
Interest expense, net of amounts capitalized 4,122 3,062 8,873 6,090
Amortization of deferred financing costs 350 358 713 779
Interest income (21 ) (17 ) (64 ) (49 )
Gain on consolidation of unconsolidated joint ventures (34,259 ) — (34,259 ) —
Loss on extinguishment of debt — — — 22
Total nonoperating (income) expenses (29,808 ) 3,403 (24,737 ) 6,842
Income before equity in earnings of unconsolidated entities, income taxes
and gain on sale of collegiate housing properties 34,317 5,222 53,661 20,224

Equity in earnings of unconsolidated entities 6,889 129 6,831 384
Income before income taxes and gain on sale of collegiate housing
properties 41,206 5,351 60,492 20,608

Income tax (benefit) expense (36 ) 353 30 (532 )
Income before gain on sale of collegiate housing properties 41,242 4,998 60,462 21,140
Gain on sale of collegiate housing properties 20,979 691 42,337 691
Net income 62,221 5,689 102,799 21,831
Less: Net loss attributable to the noncontrolling interests (1,226 ) (381 ) (1,662 ) (431 )
Net income attributable to Education Realty Operating Partnership L.P. $63,447 $6,070 $104,461 $22,262

See accompanying notes to the condensed consolidated financial statements.
8
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Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Comprehensive income:
Net income $62,221 $5,689 $102,799 $21,831
Other comprehensive income:
   Gain (loss) on cash flow hedging derivatives 983 (365 ) 3,258 713
Comprehensive income 63,204 5,324 106,057 22,544
Less: Comprehensive loss attributable to the noncontrolling interests (1,226 ) (381 ) (1,662 ) (431 )
Comprehensive income attributable to unitholders $64,430 $5,705 $107,719 $22,975

Earnings per unit information:
Net income attributable to unitholders – basic and diluted $0.81 $0.07 $1.34 $0.29

Distributions per unit $0.39 $0.38 $0.78 $0.76

Weighted average units outstanding:
Weighted average units outstanding – basic 77,406 73,755 76,912 73,709
Weighted average units outstanding – diluted 77,475 73,841 76,981 73,795

See accompanying notes to the condensed consolidated financial statements.
9
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EDUCATION REALTY OPERATING PARTNERSHIP, L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN PARTNERS' CAPITAL AND
NONCONTROLLING INTERESTS
(Amounts in thousands, except units)
(Unaudited)

General
Partner Limited Partners Accumulated

Other
Comprehensive
Income
(Loss)

Noncontrolling
Interests Total

Units Amount Units Amount

Balance, December 31, 2016 6,920 $ 178 73,068,535 $1,803,405 $ (3,564 ) $ 1,422 $1,801,441
Vesting of restricted stock and
restricted stock units — — 12,654 480 — — 480

Issuance of units in exchange for
contributions of equity offering
proceeds and redemption of units

— — 110,092 404 — — 404

Amortization of long-term
incentive plan awards — — 6 1,538 — — 1,538

Surrender of shares to cover taxes
on vesting of restricted shares — — (3,283 ) (2,564 ) — — (2,564 )

Distributions — (3 ) — (55,769 ) — — (55,772 )
Adjustments to reflect redeemable
noncontrolling interests at fair
value

— — — 4 — — 4

Accretion of redeemable
noncontrolling interests — — — (1,207 ) — — (1,207 )

Comprehensive income (loss) — 1 — 22,216 713 (79 ) 22,851
Balance, June 30, 2017 6,920 $ 176 73,188,004 $1,768,507 $ (2,851 ) $ 1,343 $1,767,175

Balance, December 31, 2017 6,920 $ 177 75,773,012 $1,845,219 $ (660 ) $ 1,229 $1,845,965
Vesting of restricted stock and
restricted stock units — — 11,645 400 — — 400

Issuance of units in exchange for
contributions of equity offering
proceeds and redemption of units

— — 4,789,527 188,421 — — 188,421

Reclassification of vested LTIP
Units to redeemable
noncontrolling interest

— — — (2,856 ) — — (2,856 )

Amortization of long-term
incentive plan awards — — — 1,534 — — 1,534

Distributions — (3 ) — (59,174 ) — — (59,177 )
Adjustments to reflect redeemable
noncontrolling interests at fair
value

— — — (3,711 ) — — (3,711 )

Accretion of redeemable
noncontrolling interests — — — (1,448 ) — — (1,448 )

Consolidation of previously
unconsolidated joint ventures — — — — — 36,111 36,111

Comprehensive income (loss) — 6 — 104,366 3,258 (694 ) 106,936
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Balance, June 30, 2018 6,920 $ 180 80,574,184 $2,072,751 $ 2,598 $ 36,646 $2,112,175

See accompanying notes to the condensed consolidated financial statements.
10
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EDUCATION REALTY OPERATING PARTNERSHIP, L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)
(Unaudited)

Six months ended
June 30,
2018 2017

Operating activities:
Net income $102,799 $21,831
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 46,386 50,359
Deferred tax expense 31 1,078
Excess tax benefit related to the vesting of restricted stock — (1,610 )
Loss on disposal of assets 475 —
Gain on sale of collegiate housing properties (42,337 ) (691 )
Noncash rent expense related to the straight-line adjustment for long-term ground leases 2,340 2,349
Loss on extinguishment of debt — 22
Amortization of deferred financing costs 713 779
Distributions of earnings from unconsolidated entities 3,078 287
Noncash compensation expense related to stock-based incentive awards 1,907 1,893
Equity in earnings of unconsolidated entities (6,831 ) (384 )
Gain on consolidation of unconsolidated joint ventures (34,259 ) —
Change in operating assets and liabilities (7,723 ) (6,695 )
Net cash provided by operating activities (net of acquisitions) 66,579 69,218

Investing activities:
Property acquisitions — (127,647)
Purchase of corporate assets (965 ) (1,028 )
Investment in collegiate housing properties (8,492 ) (7,549 )
Proceeds from sale of collegiate housing properties 125,076 17,738
Collections on notes receivable 500 —
Proceeds from disposal of property and related equity investment 3,800 —

Cash acquired in excess of cost of additional ownership interests acquired 1,891 —

Earnest money deposits (225 ) (750 )
Investment in assets under development (277,948 ) (194,491)
Reimbursement of development related costs 6,659 —
Distributions from unconsolidated entities 50 128
Net cash used in investing activities (149,654 ) (313,599)

Financing activities:
Payment of mortgage and construction loans (89,307 ) (32,950 )
Borrowings under mortgage and construction loans 129,400 146
Debt issuance costs (5,620 ) (493 )
Borrowings on line of credit 158,000 328,000
Repayments of line of credit (227,000 ) (3,000 )
Proceeds from issuance of common units in exchange for contributions 187,119 —
Payment of offering costs — (335 )
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See accompanying notes to the condensed consolidated financial statements.
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Six months ended
June 30,
2018 2017

Contributions from noncontrolling interests 904 11,054
Distributions paid on unvested restricted stock and long-term incentive plan awards (305 ) (279 )
Distributions paid to unitholders (58,872 ) (55,493 )
Distributions paid to noncontrolling interests (22,058 ) (450 )
Repurchases of units for payments of restricted stock tax withholding — (2,563 )
Net cash provided by financing activities 72,261 243,637
Net decrease in cash and cash equivalents and restricted cash (10,814 ) (744 )
Cash and cash equivalents and restricted cash, beginning of period 29,155 42,313
Cash and cash equivalents and restricted cash, end of period $18,341 $41,569

Reconciliation of cash and cash equivalents and restricted cash:
    Cash and cash equivalents $9,502 $33,496
    Restricted cash 8,839 8,073
    Total cash and cash equivalents and restricted cash $18,341 $41,569

Supplemental disclosure of cash flow information:
Interest paid, net of amounts capitalized $8,638 $5,815
Income taxes paid $323 $195

Supplemental disclosure of noncash activities:
Redemption of redeemable noncontrolling interests from unit holder to shares of common stock $1,031 $1,138
Capital expenditures in accounts payable and accrued expenses related to developments $69,850 $69,390

See accompanying notes to the condensed consolidated financial statements.
12
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EDUCATION REALTY TRUST, INC. AND SUBSIDIARIES
EDUCATION REALTY OPERATING PARTNERSHIP, L.P. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Organization and description of business

Education Realty Trust, Inc. ("EdR" and collectively with its consolidated subsidiaries, the “Trust”) was organized in the
state of Maryland on July 12, 2004 and commenced operations effective with the initial public offering that was
completed on January 31, 2005. Through the Trust's controlling interest in both the sole general partner and the
majority owning limited partner of Education Realty Operating Partnership L.P. ("EROP" and collectively with its
consolidated subsidiaries, the "Operating Partnership"), the Trust is one of the largest developers, owners and
managers of collegiate housing communities in the United States in terms of beds owned and under management. The
Trust is a self-administered and self-managed REIT that is publicly traded on the New York Stock Exchange under
the ticker symbol "EDR". Under the Articles of Incorporation, as amended, restated and supplemented, the Trust is
authorized to issue up to 200 million shares of common stock and 50 million shares of preferred stock, each having a
par value of $0.01 per share.

The sole general partner of EROP is Education Realty OP GP, Inc. (“OP GP”), an entity that is wholly-owned by EdR.
As of June 30, 2018, OP GP held an ownership interest in EROP of less than 1%. The limited partners of EROP are
Education Realty OP Limited Partner Trust, a wholly-owned subsidiary of EdR, and other limited partners consisting
of current and former members of management. OP GP, as the sole general partner of EROP, has the responsibility
and discretion in the management and control of EROP, and the limited partners of EROP, in such capacity, have no
authority to transact business for, or participate in the management activities of, EROP. Management operates the
Trust and the Operating Partnership as one business. The management of the Trust consists of the same members as
the management of the Operating Partnership. EdR consolidates the Operating Partnership for financial reporting
purposes, and EdR does not have significant assets other than its investment in the Operating Partnership. Therefore,
the assets and liabilities of the Trust and the Operating Partnership are the same on their respective financial
statements. Unless otherwise indicated, the accompanying Notes to the Condensed Consolidated Financial Statements
apply to both the Trust and the Operating Partnership.

The Trust also provides real estate facility management, development and other advisory services through its taxable
REIT subsidiaries ("TRS"), EDR Management Inc. (the “Management Company”), a Delaware corporation that
performs collegiate housing management activities. EDR Development LLC (the “Development Company”), a
Delaware limited liability company and wholly-owned subsidiary of the Management Company, which provides
development consulting services for third-party collegiate housing communities, is a disregarded entity for federal
income tax purposes, and all assets owned and income earned by our Development Company are deemed to be owned
and earned by our Management Company.

Pending Mergers

As disclosed in a Current Report on Form 8-K dated June 25, 2018, the Trust entered into a definitive agreement and
plan of merger ("Merger Agreement") with Greystar Student Housing Growth and Income LTP, LP and certain other
affiliates of Greystar Real Estate Partners LLC (collectively referred to as "Greystar") pursuant to which, upon
closing, all outstanding shares of common stock, OP units and units of limited partnership interest in University
Towers Operating Partnership, LP (other than the OP units and units of limited partnership interest in University
Towers Operating Partnership, LP held by us and our subsidiaries) are to be converted into the right to receive $41.50
in cash (referred to as the "Mergers"). The pending Mergers are subject to customary closing conditions, including,
but not limited to, the approval of the Mergers by EdR’s stockholders.
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The Merger Agreement may be terminated under certain circumstances by the Trust. In addition, Greystar may
terminate the Merger Agreement under certain circumstances and subject to certain restrictions. Upon a termination of
the Merger Agreement, under certain circumstances, the Trust will be required to pay a termination fee to Greystar of
either $50,634,537 or $118,147,254 depending on the timing and circumstances of the termination. In certain other
circumstances, Greystar will be required to pay the Trust a termination fee of $200,000,000 upon termination of the
Merger Agreement.

During the six months ended June 30, 2018, the Trust recognized $5.3 million of Merger-related expenses presented
within general and administrative expenses in the condensed consolidated statement of income and comprehensive
income. We expect
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that additional expenses will be incurred in connection with the closing of the Mergers; however, all such
Merger-related expenses incurred by the Trust will not reduce the Merger consideration.

2. Summary of significant accounting policies

Basis of presentation

The accompanying condensed consolidated financial statements have been prepared on the accrual basis of accounting
in conformity with accounting principles generally accepted in the United States (“GAAP”). The accompanying
condensed consolidated financial statements of the Trust represent the assets and liabilities and operating results of the
Trust and its majority owned subsidiaries.

All intercompany balances and transactions have been eliminated in the accompanying condensed consolidated
financial statements.

Principles of consolidation

The Trust accounts for interests in partnerships, joint ventures and other similar entities in which it holds an ownership
interest in accordance with the variable interest entity (“VIE”) guidance. Under the VIE model, the Trust consolidates an
entity when it has control to direct the activities of the VIE and where it is determined to be the primary beneficiary.
Under the voting interest model, the Trust consolidates an entity when it controls the entity through the ownership of a
majority voting interest.

All of the Trust's property ownership, development and related business operations are conducted through the
Operating Partnership. See the assets and liabilities of the Operating Partnership in the accompanying condensed
consolidated financial statements.

Interim financial information

The accompanying unaudited interim condensed consolidated financial statements include all adjustments, consisting
only of normal recurring adjustments that, in the opinion of management, are necessary for a fair presentation of the
Trust's and the Operating Partnership's financial position, results of operations and cash flows for such periods.
Because of the seasonal nature of the business, the operating results and cash flows are not necessarily indicative of
results that may be expected for any other interim periods or for the full fiscal year. These financial statements should
be read in conjunction with the Trust's and the Operating Partnership's consolidated financial statements and related
notes included in the Trust's Annual Report on Form 10-K for the year ended December 31, 2017, as filed with the
Securities and Exchange Commission (the "SEC") on February 27, 2018.

Use of estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting periods.
Actual results could differ from those estimates.

Restricted cash

Restricted cash includes (i) escrow accounts held by lenders for the purpose of paying taxes and insurance and funding
capital improvements, (ii) certain security deposits received from tenants and (iii) retainage held by financial
institutions.
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During the three months ended December 31, 2017, the Trust early adopted Accounting Standards Update ("ASU")
2016-18, "Statement of Cash Flows (Topic 230): Restricted Cash" ("ASU 2016-18"). ASU 2016-18 requires that a
statement of cash flows explain the change during the period in the total of cash, cash equivalents and restricted cash.
Therefore, amounts generally described as restricted cash should be included with cash and cash equivalents when
reconciling the beginning of period and end of period total amounts shown on the statement of cash flows, and
transfers between cash and cash equivalents and restricted cash are no longer presented within the statement of cash
flows.
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As a result of the adoption of ASU 2016-18, cash flows related to restricted cash within the investing section of the
statement of cash flows have been retrospectively adjusted for the six months ended June 30, 2017, as follows (dollars
in thousands):

As
Previously
Reported

As
Adjusted
per ASU
2016-18

Effect
of
Change

Six months ended June 30, 2017:
Investing activities:
Restricted cash $ (235 ) $— $ 235
Net cash used in investing activities (313,834 ) (313,599) 235

Net change in cash and cash equivalents and restricted cash $ (979 ) $(744 ) $ 235
Cash and cash equivalents and restricted cash, beginning of year 34,475 42,313 7,838
Cash and cash equivalents and restricted cash, June 30, 2017 $ 33,496 $41,569 $ 8,073

Collegiate housing properties

Land, land improvements, buildings and improvements, and furniture, fixtures and equipment are recorded at cost.
Buildings and improvements are depreciated over 15 to 40 years, land improvements are depreciated over 15 years
and furniture, fixtures and equipment are depreciated over 3 to 7 years. Depreciation is computed using the
straight-line method for financial reporting purposes over the estimated useful life.

The Trust capitalizes interest based on the weighted average interest cost of the total debt and capitalizes internal
development costs while developments are ongoing as assets under development. When the property opens, these
costs, along with other direct costs of the development, are transferred into the applicable asset category and
depreciation commences.

Acquired collegiate housing communities’ results of operations are included in the Trust’s results of operations from the
respective dates of acquisition. Appraisals, estimates of cash flows and other valuation techniques are used to allocate
the purchase price of acquired property between land, land improvements, buildings and improvements, furniture,
fixtures and equipment and identifiable intangibles, such as amounts related to in-place leases. Acquisition costs
related to the acquisition of real estate properties are capitalized if they are not deemed to be business combinations.

Management assesses impairment of long-lived assets to be held and used whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Management uses an estimate of
future undiscounted cash flows of the related asset based on its intended use to determine whether the carrying value
is recoverable. If the Trust determines that the carrying value of an asset is not recoverable, the fair value of the asset
is estimated and an impairment loss is recorded to the extent the carrying value exceeds estimated fair value.
Management estimates fair value using discounted cash flow models, market appraisals if available and other market
participant data. During the six months ended June 30, 2018 and 2017, there were no impairment losses recognized.

When a collegiate housing community has met the criteria to be classified as held for sale, the fair value less cost to
sell such asset is estimated. If the fair value less cost to sell the asset is less than the carrying amount of the asset, an
impairment charge is recorded for the estimated loss. Depreciation expense is no longer recorded once a collegiate
housing community has met the held for sale criteria. Dispositions that represent a strategic shift in the business will
qualify for treatment as discontinued operations. The property dispositions during the six months ended June 30, 2018
and 2017 did not qualify for treatment as discontinued operations and, as a result, the operations of the properties are
included in continuing operations in the accompanying condensed consolidated statements of income and
comprehensive income through the date of disposition.
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During August 2016, the Trust committed and finalized plans to demolish and redevelop Players Club, an off-campus
community that serves Florida State University. Depreciation estimates were revised to reflect the shortened
remaining useful life. The Trust recorded $1.1 million and $2.9 million, respectively, of accelerated depreciation
during the three and six months ended June 30, 2017, respectively, related to the change in estimate. The impact on
net income attributable to EdR common stockholders per share - basic and diluted for the three and six months ended
June 30, 2017 was $0.02 and $0.04, respectively. The community is still under development as of June 30, 2018.
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Redeemable noncontrolling interests (the Trust) / redeemable limited partners (EROP)

The Trust follows the guidance issued by the Financial Accounting Standards Board ("FASB") regarding the
classification and measurement of redeemable securities. The Trust classifies redeemable noncontrolling interests,
which include redeemable interests in consolidated joint ventures with puts exercisable by the joint venture partners
and units of limited partnership interest in University Towers Operating Partnership, LP and in the Operating
Partnership in the mezzanine section of the accompanying condensed consolidated balance sheets.

The Trust also has certain noncontrolling interests with put options at substantially fixed prices. These noncontrolling
interests are accounted for as noncontrolling interests redeemable at other than fair value. The Trust accounts for the
change in redemption value through the use of an accretion model from the date of inception to the expected
redemption date. Changes in redemption value are recorded in equity, either through retained earnings or additional
paid-in capital (absent any retained earnings). The impact of the changes in redemption value (accretion) is included in
earnings per share using the two-class method.  

In the accompanying condensed consolidated balance sheets of the Operating Partnership, the redeemable units of
limited partnership in the Operating Partnership are classified as redeemable limited partners, and the redeemable
interests in consolidated joint ventures with puts exercisable by the joint venture partners and units of limited
partnership interest in University Towers Operating Partnership, LP are classified as redeemable noncontrolling
interests. The redeemable noncontrolling interests / redeemable limited partner units are adjusted to the greater of
carrying value or fair market value based on the price per share of EdR's common stock or redemption value at the end
of each respective reporting period.

Common stock issuances and offering costs

Specific incremental costs directly attributable to the issuance of EdR common stock are charged against the gross
proceeds of the related issuance. Accordingly, underwriting commissions and other stock issuance costs are reflected
as a reduction of additional paid-in capital in the accompanying condensed consolidated statements of changes in
equity.

The Trust is structured as an umbrella partnership REIT ("UPREIT") and contributes all proceeds from its various
equity offerings to EROP. For every one share of common stock offered and sold by EdR for cash, EdR must
contribute the net proceeds to EROP and, in return, EROP will issue one OP Unit to EdR.

Income taxes

EdR qualifies as a REIT under the Internal Revenue Code of 1986, as amended (the "Code"). EdR is generally not
subject to federal, state and local income taxes on any of its taxable income that it distributes if it distributes at least
90% of its REIT taxable income for each tax year to its stockholders and meets certain other requirements. If EdR
fails to qualify as a REIT for any taxable year, EdR will be subject to federal, state and local income taxes (including
any applicable alternative minimum tax) on its taxable income.

The Trust has elected to treat certain of its subsidiaries, including the Management Company, as TRSs. A TRS is
subject to federal, state and local income taxes. The Management Company provides management services and
through the Development Company provides development services, which if directly provided by the Trust would
jeopardize EdR’s REIT status. Deferred tax assets and liabilities 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.
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The Trust had no unrecognized tax benefits as of June 30, 2018 and December 31, 2017. The Trust and its subsidiaries
file federal and state income tax returns. As of June 30, 2018, open tax years generally included tax years for 2014,
2015, 2016 and 2017. The Trust’s policy is to include interest and penalties related to unrecognized tax benefits in
general and administrative expenses. For the three and six months ended June 30, 2018 and 2017, the Trust had no
interest or penalties recorded related to unrecognized tax benefits.
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Goodwill and other intangible assets

Goodwill is tested annually at the reporting unit level for impairment as of December 31 and is tested for impairment
more frequently if events and circumstances indicate that the assets might be impaired. An impairment loss is
recognized to the extent that the carrying amount exceeds the asset’s fair value. The accumulated impairment loss
recorded is $0.4 million. No additional impairment has been recorded through June 30, 2018. The carrying value of
goodwill was $3.1 million as of June 30, 2018 and December 31, 2017, of which $2.1 million was recorded on the
management services segment and $0.9 million was recorded on the development consulting services segment.
Goodwill is not subject to amortization.

Other intangible assets generally include in-place leases acquired in connection with acquisitions of collegiate housing
properties. As of June 30, 2018 and December 31, 2017, gross in-place leases totaled $19.9 million and $12.2 million,
respectively, and are being amortized over the estimated life of the remaining lease term, which is less than one year
for student housing leases. Amortization expense totaled $2.0 million and $3.0 million for the three months ended
June 30, 2018 and 2017, respectively. Amortization expense totaled $2.0 million and $6.4 million for the six months
ended June 30, 2018 and 2017, respectively. As of June 30, 2018 and December 31, 2017, accumulated amortization
totaled $13.1 million and $11.1 million, respectively. The carrying value of other intangible assets related to in-place
leases was $6.7 million and $1.2 million as of June 30, 2018 and December 31, 2017, respectively.

Investment in unconsolidated entities

The Trust accounts for its investments in unconsolidated joint ventures using the equity method whereby the costs of
an investment are adjusted for the Trust’s share of earnings of the respective investment reduced by distributions
received. The earnings and distributions of the unconsolidated joint ventures are allocated based on each owner’s
respective ownership interests. These investments are classified as other assets or accrued expenses, depending on
whether the distributions exceed the Trust’s contributions and share of earnings in the joint ventures, in the
accompanying condensed consolidated balance sheets (see Note 5).

Revenue recognition

The Trust recognizes revenue related to leasing activities at the collegiate housing communities owned by the Trust,
management fees related to managing third-party collegiate housing communities, development consulting fees
related to the general oversight of third-party collegiate housing development and operating expense reimbursements
for payroll and related expenses incurred for third-party collegiate housing communities managed by the Trust.

Collegiate housing leasing revenue — Collegiate housing leasing revenue is comprised of all activities related to leasing
and operating the collegiate housing communities and includes predominantly lease and lease-related revenues
accounted for under Accounting Standards Codification ("ASC") 840. These lease and lease-related revenues include
leasing apartments by the bed, food services and providing certain ancillary services. Students are required to execute
lease contracts with payment schedules that vary from semester to monthly payments. Generally, the Trust requires
each executed leasing contract to be accompanied by a signed parental guarantee. Receivables are recorded when
billed. Revenues and nonrefundable application and service fees are recognized on a straight-line basis over the term
of the lease contracts.

Deferred revenue related to collegiate housing revenue consists primarily of prepaid rent and deferred straight line rent
revenue and totaled $10.6 million and $20.5 million at June 30, 2018 and December 31, 2017, respectively.

Third-party development services revenue — Third-party development services represent a single performance
obligation for the delivery of a completed collegiate housing property. Third-party development fees generally
represent 3% to 5% of the total cost of a project and are estimated and stipulated in the contract subject to adjustment
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for changes in the total cost of the project. Management has determined that the development fee and construction
oversight fee outlined in the contract represent variable consideration, and the transaction price should be estimated
based on the most likely amount, which will generally be the amount set forth in the contract for such fees. The Trust
recognizes the development fee and construction oversight fee based on the percentage of the total project completed
to date as control of the work in process transfers to the owner as construction is performed. In addition, some
development consulting contracts include a provision whereby the Trust can participate in project savings resulting
from successful cost management efforts and earn an additional development fee. Management believes that the
additional development fee also represents variable consideration and should be estimated based on the expected value
method subject to the constraint for factors outside the entity's control that could result in a significant reversal of
previously recognized revenue. Variable consideration related to the additional development fee is reassessed each
quarter to determine whether the uncertainties associated with such fee are sufficiently resolved to produce an estimate
of the expected value that would not be probable of resulting in a significant reversal of previously recognized
revenue. During the
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six months ended June 30, 2017, there was $0.6 million of additional fees related to cost-savings included in
third-party development services revenue. At June 30, 2018 and December 31, 2017, there was no unearned revenue
from customers relating to development consulting services.

Third-party management services revenue — Third-party management services typically cover all aspects of community
operations, including residence life and student development, marketing, leasing administration, strategic
relationships, information systems and accounting services. These services represent a single performance obligation
to operate the community on behalf of the owner. These services are provided pursuant to multi-year management
agreements under which management fees are typically 3% to 5% of leasing revenue. As the management fees vary
based on the property revenues, the fees represent variable consideration. Revenues are recognized over time as the
services are provided. Each monthly service period represents a distinct obligation, and revenue is recognized based
on the expected value of the contractual percentage of actual revenues. Payment is typically received in the month
following completion of the monthly service period.

Operating expense reimbursements — As part of the development agreements, there are certain costs the Trust pays on
behalf of universities or third-party owners and investors. These costs are included in reimbursable operating expenses
and are required to be reimbursed to the Trust by the universities or third-party owners and investors. The Trust also
has certain payroll and related expenses as part of our management agreements that we pay on behalf of the property
owners. These costs are included in reimbursable operating expenses and are also required to be reimbursed to the
Trust by the property owners. The Trust acts as the principal in all of these activities as the expenses are incurred in
connection with our third-party development and management services. The expense and revenue related to these
reimbursements are recognized and paid when incurred and service is provided.

Earnings per share

Earnings per Share - The Trust

Basic earnings per share is calculated by dividing net income available to common stockholders after accretion of
certain redeemable noncontrolling interests by weighted average shares of common stock outstanding, including
outstanding units in the Operating Partnership designated as LTIP Units ("LTIP Units"). Diluted earnings per share is
calculated similarly, except that it includes the dilutive effect of the assumed exercise of potentially dilutive securities
and the shares issuable upon settlement of the Forward Agreements (see Note 9) using the treasury stock method. The
Trust follows the authoritative guidance regarding the determination of whether certain instruments are participating
securities. All unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend
equivalents are included in the computation of earnings per share under the two-class method. This results in shares of
unvested restricted stock and LTIP Units being included in the computation of basic earnings per share for all periods
presented. When noncontrolling interests are redeemable at other than fair value, increases or decreases in the carrying
amount of the redeemable noncontrolling interests are reflected in earnings per share using the two-class method.

Earnings per OP Unit - EROP

Basic earnings per unit is calculated by dividing net income available to unitholders after accretion of certain
redeemable noncontrolling interests by the weighted average number of units of limited partnership interest in the
Operating Partnership ("OP Units") and LTIP Units outstanding. Diluted earnings per unit is calculated similarly,
except that it includes the dilutive effect of the assumed exercise of potentially dilutive securities and the shares
issuable upon settlement of the Forward Agreements using the treasury stock method. EROP follows the authoritative
guidance regarding the determination of whether certain instruments are participating securities.

Recent accounting pronouncements
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In June 2018, the FASB issued ASU 2018-07, "Stock Compensation (Topic 718): Improvements to Nonemployee
Share-Based Payment Accounting." The ASU is intended to reduce the cost and complexity and to improve financial
reporting for nonemployee share-based payments. The ASU expands the scope of Topic 718, "Compensation-Stock
Compensation" (which currently only includes share-based payments to employees) to include share-based payments
issued to nonemployees for goods or services. Consequently, the accounting for share-based payments to
nonemployees and employees will be substantially aligned. The ASU supersedes Subtopic 505-50,
"Equity-Equity-Based payments to Non-Employees." The ASU is effective for the Trust for fiscal years beginning
after December 15, 2018, including interim periods within that fiscal year. Early adoption is permitted but no earlier
than a company’s adoption date of Topic 606, "Revenue from Contracts with Customers." The adoption of this
guidance is not expected to have a material impact on the Trust’s condensed consolidated financial statements.
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In August 2017, the FASB issued ASU 2017-12, "Derivatives and Hedging: Targeted Improvements to Accounting
for Hedging Activities" ("ASU 2017-12"). The purpose of this updated guidance is to better align a company’s
financial reporting for hedging activities with the economic objectives of those activities. The transition guidance
provides companies with the option of early adopting the new standard using a modified retrospective transition
method in any interim period after issuance of the update, or alternatively requires adoption for fiscal years beginning
after December 15, 2018. The Trust early adopted ASU 2017-12 as of January 1, 2018. ASU 2017-12 required the
Trust to recognize the cumulative effect of initially applying ASU 2017-12 as an adjustment to accumulated other
comprehensive income with a corresponding adjustment to the opening balance of retained earnings as of the
beginning of 2018. The adoption had no impact on the accompanying condensed consolidated financial statements
other than enhanced disclosures.

In February 2016, the FASB issued ASU 2016-02, "Leases (Topic 842)" ("ASU 2016-02"), which requires a lessee to
recognize in the statement of financial position a liability to make lease payments (the lease liability) and a
right-of-use asset representing its right to use the underlying asset for the lease term. ASU 2016-02 is effective for
annual reporting periods beginning after December 15, 2018, and interim periods within those years, on a modified
retrospective basis. The Trust's primary revenue is collegiate housing lease and lease-related revenue; as such, the
Trust is a lessor on a significant number of leases. The Trust is continuing to evaluate the potential impact of the ASU
and believes it will continue to account for its leases in substantially the same manner due to the short-term nature
(less than 12 months) of its leases. The most significant change anticipated relates to ground lease agreements under
which the Trust is the lessee, which could result in recording the right-of-use asset and related liability on the balance
sheet. The Trust’s ground lease payments generally vary based upon percentages of property revenues. and variable
lease payments are excluded from the calculation of right-of-use assets and related liabilities. Therefore, a substantial
portion of the Trust’s annual ground rent payments will be excluded from the calculations of the right-of-use assets and
related liabilities. The Trust plans to adopt ASU 2016-02 effective January 1, 2019 and is continuing to evaluate and
quantify the effect that ASU 2016-02 will have on its consolidated financial statements and related disclosures.

In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts with Customers (Topic 606)" ("ASU
2014-09"), as amended by ASU 2015-04 to defer the effective date. The guidance outlines a single comprehensive
model for entities to use in accounting for revenue arising from contracts with customers and supersedes most current
revenue recognition guidance, including the guidance on real estate derecognition for most transactions. ASU 2014-09
provides that an entity should recognize revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods and
services. ASU 2014-09 became effective for annual reporting periods beginning after December 15, 2017 and interim
periods within those years and permits the use of either a full retrospective method or a modified retrospective
method. The standard also allows the use of certain practical expedients described below. Since the issuance of ASU
2014-09, the FASB has issued ASU 2016-08, which is intended to improve the understandability of the
implementation guidance regarding principal versus agent considerations, and has issued ASU 2016-10 to clarify the
identification of performance obligations and the implementation guidance related to licensing. The FASB also issued
ASU 2016-12 to provide further implementation guidance in some areas and add practical expedients. The effective
dates of these amendments are the same as ASU 2014-09. The Trust adopted the new revenue standard using the
modified retrospective approach as of January 1, 2018, and has completed its assessment of its revenue streams to
identify any differences in the timing, measurement or presentation of revenue recognition under the new standard.
The adoption of this standard did not have an impact on the consolidated financial statements on the date of adoption,
as a substantial portion (approximately 89%) of revenue consists of lease and lease-related income from leasing
arrangements, which is specifically excluded from ASU 2014-09. The Trust's other non-lease related revenue streams,
which have been evaluated under ASU 2014-09 and related guidance, include but are not limited to third-party
development services, third-party management services and operating expense reimbursements. The Trust utilized the
practical expedient to recognize the cumulative effect of initially applying the new standard as an adjustment to the
opening balance of retained earnings only for contracts that are not completed at January 1, 2018. There was no
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impact to opening retained earnings related to adopting the guidance because there were no third-party development
consulting agreements outstanding at December 31, 2017. Based on management's analysis of the Trust’s non-lease
related revenue streams, the primary impact of the new revenue standard is enhanced disclosures that depict how the
nature, amount, timing and uncertainty of revenue and cash flows are affected by economic factors, and there was no
material impact to our consolidated results of operations for the adoption of the standard for the six months ended
June 30, 2018. As the Trust utilized the modified retrospective approach, the comparative information has not been
restated and continues to be reported under the accounting standards in effect for those periods.

Prior to adoption of ASU 2014-09, gains for real estate sales transactions were recognized and then reduced by
exposure to loss related to any continuing involvement at the time of sale. Upon adoption of ASU 2014-09, any
continuing involvement must be analyzed as a separate performance obligation in the contract and a portion of the
sales price allocated to each performance obligation. When the continuing involvement performance obligation is
satisfied, the sales price allocated to it will be
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recognized. The Trust had no sales of real estate with continuing involvement during the six months ended June 30,
2018 or in any prior periods that would require cumulative adjustment as of January 1, 2018.

3. Acquisition and development of real estate investments

Acquisition of additional ownership interests in previously unconsolidated joint ventures

Prior to May 16, 2018, the Trust held a 50% ownership interest in each of 1313 5th Street MN Holdings, LLC, a
Delaware limited liability company, which owns the collegiate housing property referred to as The Marshall, and
West Clayton Athens GA Owner, LLC, a Delaware limited liability company, which owns the collegiate housing
property referred to as Georgia Heights (see Note 5). The joint ventures were accounted for under the equity method
of accounting as the Trust participated in, but did not control, those entities. On May 16, 2018, the Trust acquired an
additional 1% ownership interest in 1313 5th Street MN Holdings, LLC and an additional 10% ownership interest in
West Clayton Athens GA Owner, LLC. Simultaneously with the acquisition of additional ownership interests, the
joint venture agreements were amended to provide the Trust with the control to direct the activities of these entities.
These entities were determined to be VIEs, and the Trust was deemed to be the primary beneficiary. Therefore, these
entities were consolidated by the Trust beginning on May 16, 2018 and noncontrolling interests were evaluated as
nonredeemable and recorded at fair value as equity in the accompanying condensed consolidated statements of
changes in equity and partners' capital.

As both entities were deemed to be VIEs, the Trust recognized a combined $34.3 million gain on remeasurement as
the difference between the sum of the fair value of consideration paid, the fair value of noncontrolling interests and the
reported amount of the previously held interests, less the net amount of the VIE's identifiable assets and liabilities
recognized and measured in accordance with ASC 805, Business Combinations ("ASC 805"). The gain is presented
separately in nonoperating income in the accompanying condensed consolidated statements of income and
comprehensive income. Below is summary of the net assets recognized and measured under ASC 805 as of the date of
consolidation (in thousands):

The
Marshall

Georgia
Heights Total

Collegiate housing property $127,645 $67,647 $195,292
In-place leases 4,255 3,353 7,608
Net working capital 2,811 79 2,890
Mortgage debt, net of deferred financing costs (81,964 ) (45,352 ) (127,316 )
Total net assets consolidated $52,747 $25,727 $78,474

The Marshall collegiate housing community has 994 beds and 316 units. The Georgia Heights collegiate housing
community has 303 beds and 266 units.

Acquisitions of collegiate housing properties

During the six months ended June 30, 2017, the Trust completed the following two collegiate housing property
acquisitions, which were determined to be asset acquisitions:

Name Primary University Served Acquisition
Date # of Beds # of Units

Contract
Price (in
thousands)

Retreat at Corvallis Oregon State University,
Oregon January 2017 1,016 330 $ 99,450

319 Bragg Auburn University,
Alabama February 2017 305 86 $ 28,500
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Below is the allocation of the purchase price as of the date of acquisition (in thousands):
Retreat at
Corvallis

319
Bragg Total

Collegiate housing property $95,785 $27,475 $123,260
In-place leases 3,780 1,055 4,835
Other assets 617 2 619
Current liabilities (936 ) (131 ) (1,067 )
Total net assets acquired $99,246 $28,401 $127,647

The $0.3 million difference between the aggregate contracted price of $128.0 million and the net assets set forth in the
table above represents working capital and other liabilities that were not part of the contractual purchase price, but
were acquired.

Development of collegiate housing properties

During 2017, the Trust completed the development of, and placed in service, the following communities which
opened for the 2017/2018 lease year. The costs incurred represent the balance capitalized in collegiate housing
properties, net as of December 31, 2017 (in thousands):

Name Primary University Served Bed
Count

Costs
Incurred
as of
December
31, 2017

Internal
Development
Costs
Capitalized

Interest
Costs
Capitalized

Internal
Development
Costs
Capitalized

Interest
Costs
Capitalized

Six months ended
June 30, 2017

Three months
ended June 30,
2017

University Flats University of Kentucky 771 $ 75,241 $133 $ 1,266 $75 $ 628
Sawtooth Hall Boise State University 656 35,350 133 483 77 266
Lewis Hall University of Kentucky 346 26,325 129 401 71 227
SkyVue Michigan State University 824 87,142 79 1,324 40 669
The Local: Downtown Texas State University 304 31,131 74 359 43 198
The Woods - Phase I Northern Michigan University 417 25,742 162 367 84 221
Total 3,318 $ 280,931 $710 $ 4,200 $390 $ 2,209

In January 2018, the Trust completed the development of and placed into service the second phase of The Woods, a
collegiate housing property with total project cost of $26.5 million consisting of 433 beds and 121 units serving
Northern Michigan University.
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The following represents a summary of active developments as of June 30, 2018, including internal development costs
and interest costs capitalized during the three and six months ended June 30, 2018 and 2017 (dollars in thousands):

Name

Costs
Incurred
as of
June 30,
2018

Internal
Development
Costs
Capitalized

Interest Costs
Capitalized

Internal
Development
Costs
Capitalized

Interest Costs
Capitalized

Six months
ended June
30,

Six months
ended June 30,

Three months
ended June
30,

Three months
ended June 30,

2018 2017 2018 2017 2018 2017 2018 2017
One on 4th $46,143 $82 $85 $665 $434 $ 42 $ 48 $356 $229
Maplewood 72,370 145 163 784 80 79 39 493 48
The Woods - Phase III 20,667 120 — 243 — 49 — 56 —
One on Centre 99,345 132 55 1,344 377 76 29 761 199
Players Club Redevelopment 36,076 92 67 417 24 52 54 254 13
Hale Mahana 95,800 112 77 1,344 466 54 38 766 204
Hub at Minneapolis 93,059 66 43 1,042 104 32 25 611 83
Union at Tempe 155,472 128 103 2,263 583 61 44 1,275 323
Union on Lincoln Way 44,801 94 58 512 68 53 20 306 59
Union on Plum 25,851 105 67 294 43 53 45 175 22
SouthSide Commons 7,414 111 — 49 — 39 — 37 —
College View 7,137 131 — 37 — 55 — 33 —
Undeveloped land 29,065 168 — 372 — 59 — 234 —
Total active projects under development $733,200 $1,486 $718 $9,366 $2,179 $ 704 $ 342 $5,357 $1,180

As of June 30, 2018, the Trust is contractually obligated to fund remaining amounts under guaranteed maximum price
contracts with the general contractor of approximately $160.7 million to complete these developments.

4. Disposition of real estate investments

During the six months ended June 30, 2017, the Trust sold The Reserve on Stinson collegiate housing community
located in Norman, Oklahoma for a gross sales price of approximately $18.2 million. The Trust received net proceeds
of approximately $17.7 million after deducting closing costs and recognized a $0.7 million gain on this disposition.

During the six months ended June 30, 2018, the Trust sold the communities set forth in the table below for an
aggregate selling price of $129.2 million. The Trust received combined net proceeds of approximately $125.1 million
after deducting closing costs and recognized a $42.3 million gain on these dispositions.

Name Primary University Served Disposition Date # of Beds # of Units
Campus Lodge University of Florida February 2018 1,115 360
River Pointe University of West Georgia February 2018 504 132
Carrollton Crossing University of West Georgia February 2018 336 84
Commons on Bridge University of Tennessee April 2018 150 51
The Commons at Knoxville University of Tennessee April 2018 708 211

The net income attributable to all disposed properties is included in continuing operations in the accompanying
condensed consolidated statements of income and comprehensive income through the date of disposition.

5. Investments in unconsolidated entities
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As discussed in Note 3, the Trust acquired additional ownership in 1313 5th Street MN Holdings, LLC, and West
Clayton Athens GA Owner, LLC. Simultaneous with the acquisition of additional ownership interests, the joint
venture agreements were amended to provide the Trust with the control to direct the activities of these entities.
Therefore, these entities were consolidated by the Trust beginning on May 16, 2018 and are no longer accounted for
under the equity method of accounting.
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Also, during the three months ended June 30, 2018, the Trust sold its investment in the joint venture at University
Village - Greensboro collegiate housing community and received net proceeds of approximately $3.8 million after
deducting closing costs. The Trust recognized a $6.1 million gain on the disposition as the carrying value was less
than zero due to cumulative distributions in excess of the investment and the obligation and commitment to fund the
joint venture.

As of December 31, 2017, the Trust had investments in the following unconsolidated joint ventures (see Note 2), all of
which are accounted for under the equity method:

•a 50% interest in 1313 5th Street MN Holdings, LLC, a Delaware limited liability company, which owns the collegiate
housing property referred to as The Marshall at the University of Minnesota;

•a 50% interest in West Clayton Athens GA Owner, LLC, a Delaware limited liability company, which owns the
collegiate housing property referred to as Georgia Heights at the University of Georgia;

•a 25% interest in University Village-Greensboro LLC, a Delaware limited liability company, which owns the
collegiate housing property referred to as University Village - Greensboro; and
•a 14% interest in Elauwit Networks, a South Carolina limited liability company.

As of June 30, 2018, the Trust had a 14% interest in Elauwit Networks LLC. The Trust participates in major operating
decisions of Elauwit Networks LLC but does not control the entity; therefore, the equity method is used to account for
this investment.

The following is a summary of the results of operations related to the unconsolidated joint ventures for the six months
ended June 30, 2018 and 2017 and includes results from The Marshall, Georgia Heights and Greensboro joint ventures
until the date of acquisition of additional ownership interests and consolidation, or sale, as applicable (unaudited, in
thousands):
Results of Operations of Unconsolidated Entities:
For the six months ended June 30, 2018 2017

Revenues $18,716 $12,130
Net income (1) $21,125 $837
Equity in earnings of unconsolidated entities (2) $6,831 $384
(1) Included in net income for the period ending June 30, 2018 is a $21.2 million gain on sale of the assets of the
University Village - Greensboro joint venture.
(2) Included in equity in earnings of unconsolidated entities for the period ending June 30, 2018 was a $6.1 million
gain on the disposition of University Village - Greensboro.

As of June 30, 2018 and December 31, 2017, the Trust had $7.0 thousand and $23.2 million of investments in
unconsolidated entities classified in other assets in the accompanying condensed consolidated balance sheets. As of
December 31, 2017, the Trust had $2.0 million of recorded liabilities related to investments in unconsolidated entities
where distributions exceeded contributions and equity in earnings and the Trust has historically provided financial
support; therefore, these investments were classified in accounts payable and accrued expenses in the accompanying
condensed consolidated balance sheet (see Note 2).
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6. Debt

As of June 30, 2018 and December 31, 2017, the Trust had the following debt outstanding:
June 30,
2018

December
31, 2017

Unsecured indebtedness:
Revolving credit facility 280,000 349,000
Unsecured term loan facility 187,500 187,500
Unsecured senior notes 250,000 250,000
Unsecured private placement notes 150,000 150,000
Total 867,500 936,500
Less: Unamortized deferred financing costs (2,770 ) (3,051 )
Unsecured indebtedness, net 864,730 933,449
Mortgage debt, net of unamortized deferred financing costs of $2,130 127,270 —
Total outstanding debt, net of unamortized deferred financing costs $992,000 $933,449

Revolving credit facility

On February 16, 2018, the Operating Partnership entered into a Sixth Amended and Restated Credit Agreement (the
“Revolver”), which amended and restated the previous revolving credit facility that was scheduled to mature in
November 2018. The Revolver has a maximum availability of $600.0 million and an accordion feature to $1.0 billion,
which may be exercised during the term, subject to satisfaction of certain conditions. The Revolver is scheduled to
mature on February 16, 2023. Debt issuance costs of $3.5 million were incurred in connection with the amendment
and these costs, along with the previous unamortized costs, are being amortized over the new term.
EdR serves as the guarantor for any funds borrowed by the Operating Partnership under the Revolver. The interest rate
per annum applicable to the Revolver is, at the Operating Partnership’s option, equal to a base rate or the London
InterBank Offered Rate ("LIBOR") plus an applicable margin based upon our leverage. As of June 30, 2018, the
interest rate applicable to the Revolver was 3.00%. If amounts are drawn, due to the fact that the Revolver bears
interest at variable rates, cost approximates the fair value. As of June 30, 2018, the outstanding balance on the
Revolver was $280.0 million, and the Trust had an outstanding letter of credit of $0.8 million; therefore, the Trust's
remaining availability was $319.2 million.

The Revolver contains customary affirmative and negative covenants and contains financial covenants that, among
other things, require the maintenance of certain minimum ratios of EBITDA (earnings before payment or charges of
interest, taxes, depreciation, amortization or extraordinary items) as compared to interest expense and total fixed
charges and certain leverage ratio tests. The covenants also permit distributions, provided that the Operating
Partnership is not in default. As of June 30, 2018, the Operating Partnership was in compliance with all covenants of
the Revolver.

Unsecured term loan facility

On February 16, 2018, the Operating Partnership and certain subsidiaries entered into the Second Amended and
Restated Credit Agreement. The Second Amended and Restated Credit Agreement was amended to, among other
things, modify the financial covenants to reflect the changes made to the financial covenants of the Revolver pursuant
to the Sixth Amended and Restated Credit Amendment. Under the Second Amended and Restated Credit Agreement,
the unsecured term loans have an aggregate principal amount of $187.5 million, consisting of a $122.5 million
Tranche A term loan (the “Tranche A Term Loan”) and a $65.0 million Tranche B term loan (the “Tranche B Term Loan”
and, together with the Tranche A Term Loan, the “Term Loans”). The Tranche A Term Loan matures on January 13,
2021 and the Tranche B Term Loan matures on January 18, 2022. The Second Amended and Restated Credit
Agreement contains an accordion feature pursuant to which the Borrowers may request that the total aggregate amount
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of the Term Loans be increased to $250.0 million, which may be allocated to Tranche A or Tranche B, subject to
certain conditions, including obtaining commitments from any one or more lenders to provide such additional
commitments.

The interest rate per annum on the Tranche A Term Loan is, at the Operating Partnership’s option, equal to a base rate
or LIBOR plus an applicable margin ranging from 120 to 190 basis points. The interest rate per annum on the Tranche
B Term Loan is, at the Operating Partnership’s option, equal to a base rate or LIBOR plus an applicable margin
ranging from 120 to 190 basis points. The applicable margin for the Term Loans is based on leverage. At June 30,
2018 and December 31, 2017, the
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aggregate outstanding balance under the Term Loans was $186.7 million and $186.5 million, respectively, which is
presented net of unamortized deferred financing costs of $0.8 million and $1.0 million, respectively, in the
accompanying condensed consolidated balance sheets.

The Second Amended and Restated Credit Agreement contains customary affirmative and restrictive covenants
substantially similar to those contained in the Revolver. EdR serves as the guarantor for any funds borrowed under the
Second Amended and Restated Credit Agreement. As of June 30, 2018, the Operating Partnership was in compliance
with all covenants.

In connection with entering into the First Amended and Restated Credit Agreement on November 19, 2014, which
was superseded by the Second Amended and Restated Credit Agreement as subsequently amended, the Operating
Partnership entered into multiple interest rate swaps with notional amounts totaling $187.5 million to hedge the
interest payments on the LIBOR-based Term Loans (see Note 11) through the Term Loans' initial maturity date.

The Operating Partnership also entered into forward starting interest rate swaps (see Note 11) concurrently with
executing the Second Amended and Restated Credit Agreement, which extended the term of the Tranche B Term
Loan by three years to January 18, 2022.

As of June 30, 2018, the effective interest rate on the Tranche A Term Loan was 3.50% (weighted average swap rate
of 2.30% plus the current margin of 1.20%) and the effective interest rate on the Tranche B Term Loan was 2.86%
(weighted average swap rate of 1.66% plus the current margin of 1.20%).

Unsecured notes payable

Unsecured senior notes

On November 24, 2014, the Operating Partnership completed the public offering of $250.0 million aggregate principal
amount of unsecured senior notes (the "Unsecured Senior Notes") under an existing shelf registration statement. The
10-year Unsecured Senior Notes were issued at 99.991% of par value with a coupon of 4.6% per annum and are fully
and unconditionally guaranteed by EdR. Interest on the Unsecured Senior Notes is payable semi-annually on June 1
and December 1 of each year. The Unsecured Senior Notes will mature on December 1, 2024. At June 30, 2018 and
December 31, 2017, the outstanding balance under the Unsecured Senior Notes was $248.3 million and $248.2
million, respectively, which is presented net of unamortized deferred financing costs of $1.7 million and $1.8 million,
respectively, in the accompanying condensed consolidated balance sheets. The terms of Unsecured Senior Notes
contain certain covenants that restrict the ability of EdR and the Operating Partnership to incur additional secured and
unsecured indebtedness. In addition, the Operating Partnership must maintain a minimum ratio of unencumbered asset
value to unsecured debt, as well as a minimum interest coverage level. As of June 30, 2018, the Operating Partnership
was in compliance with all covenants.

Unsecured private placement notes

On August 31, 2017, the Operating Partnership issued $150.0 million aggregate principal amount of unsecured notes
in a private placement. The private placement notes were issued in two tranches with $75.0 million bearing interest at
4.22% and due August 31, 2029 (the “Senior A Notes”), and $75.0 million bearing interest at 4.30% and due August 31,
2032 (the “Senior B Notes” and, together with the Senior A Notes, the “Notes”). The Notes are guaranteed by EdR. Net
proceeds from issuance of the Notes were used to repay a portion of the outstanding balance on the Revolver. At
June 30, 2018 and December 31, 2017, the outstanding principal balance on the Notes was $149.7 million, which is
presented net of unamortized deferred financing costs of $0.3 million.
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The Notes contain customary affirmative and restrictive covenants substantially similar to those in the Revolver and
Second Amended and Restated Credit Agreement. Additionally, the Notes contain cross-default provisions if the
Operating Partnership defaults on other indebtedness exceeding a threshold of $35.0 million. As of June 30, 2018, the
Operating Partnership was in compliance with all covenants.

Mortgage debt

During the six months ended June 30, 2018, in connection with the acquisition of additional ownership interests in the
joint ventures discussed in Note 3, the Operating Partnership entered into $129.4 million of fixed rate mortgage debt
secured by The Marshall and Georgia Heights. The loans for both collegiate housing communities bear interest at
4.13%, mature on June 1, 2028, are secured by the underlying properties and require a monthly interest-only payment
until maturity. Financing costs of
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$2.1 million were incurred in connection with the new debt. The outstanding mortgage debt is presented net of
unamortized deferred financing costs of $2.1 million.
The scheduled maturities of outstanding indebtedness as of June 30, 2018 are as follows (in thousands):
Year
2018 (six months ending December 31, 2018) $—
2019 —
2020 —
2021 122,500
2022 65,000
2023 280,000
Thereafter 529,400
Total 996,900
Unamortized deferred financing costs (4,900 )
Outstanding as of June 30, 2018, net of unamortized deferred financing costs $992,000

7. Commitments and contingencies

For its third-party development projects, the Trust commonly provides alternate housing and project cost guarantees,
subject to certain conditions. Alternate housing guarantees generally require the university to provide on-campus
housing or the Trust to provide substitute living quarters and transportation for students to and from the university if
the project is not complete by an agreed-upon date. Under project cost guarantees, the Trust can be responsible for the
construction costs of a project in excess of an approved budget. The budget consists primarily of costs included in the
general contractors’ guaranteed maximum price contract (“GMP”). In most cases, the GMP obligates the general
contractor, subject to force majeure and approved change orders, to provide completion date guarantees and to cover
cost overruns and liquidated damages. In addition, the GMP is typically secured with payment and performance
bonds.

The Operating Partnership and various joint venture partners have jointly and severally guaranteed partial repayment
on third-party mortgage and construction debt secured by the following underlying collegiate housing properties, all
of which are unconsolidated joint ventures. The Operating Partnership is liable to the lender for any loss, damage,
cost, expense, liability, claim or other obligation incurred by the lender arising out of or in connection with certain
non-recourse exceptions in connection with the debt. Pursuant to the respective operating agreements, the joint
venture partners agreed to indemnify, defend and hold harmless the Trust with respect to such obligations, except to
the extent such obligations were caused by the willful misconduct, gross negligence, fraud or bad faith of the
Operating Partnership or its employees, agents or affiliates. Therefore, exposure under the guaranties for obligations
not caused by the willful misconduct, gross negligence, fraud or bad faith of the Operating Partnership or its
employees, agents or affiliates are not expected to exceed the Operating Partnership's proportionate interest in the
related mortgage debt in the case of the non-recourse, carve-out guaranty, or in the Operating Partnership's
proportionate interest in the partial repayment guaranty, as applicable.

The following summarizes the Operating Partnership's exposure under such guaranties as of December 31, 2017
(dollars in thousands):

Joint Venture
Balance

Operating
Partnership's
Proportionate
Interest

Ownership Percent Loan
Balance

Partial
Repayment
Guarantee

Loan
Balance

Partial
Repayment
Guarantee

University Village - Greensboro 25% $22,546 n/a $5,637 n/a
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The Marshall 50% 54,956 8,767 27,478 4,384
Georgia Heights 50% 34,796 7,230 17,398 3,615

As discussed in Note 5, as a result of the sale of the University Village - Greensboro collegiate housing community
and the repayment of the debt, no guarantees remain outstanding at June 30, 2018.
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Also, as a result of the acquisition of the additional ownership interests in the joint ventures discussed in Notes 3 and
5, the construction debt on both joint ventures was repaid, and no partial repayment guarantees remain outstanding at
June 30, 2018.

As owners and operators of real estate, environmental laws impose ongoing compliance requirements on the Trust.
The Trust is not aware of any environmental matters or liabilities with respect to the collegiate housing communities
that would have a material adverse effect on the Trust’s condensed consolidated financial condition or results of
operations.

In the normal course of business, the Trust is subject to claims, lawsuits and legal proceedings. While it is not possible
to ascertain the ultimate outcome of such matters, in management’s opinion, the liabilities, if any, are not expected to
have a material effect on the Trust's financial position, results of operations or liquidity.

8. Noncontrolling interests

Operating Partnership

Joint Ventures: As of June 30, 2018, EROP had ownership interests in 13 joint venture agreements to develop, own
and manage certain collegiate housing communities. Seven of the developments are still under construction at
June 30, 2018. All of these joint ventures are VIEs that meet the criteria for consolidation (see Note 2).

EROP's joint venture partners' investments in all but three of the communities under development met the
requirements to be classified outside of permanent equity and are therefore classified as redeemable noncontrolling
interests in the accompanying condensed consolidated balance sheets and net income (loss) attributable to
noncontrolling interests in the accompanying condensed consolidated statements of income and comprehensive
income due to the partners' ability to put their ownership interests to EROP for cash based on fair value or at
substantially fixed exercise prices as stipulated in the operating agreements.

As a result of the additional ownership interests acquired in the joint ventures holding The Marshall and Georgia
Heights collegiate housing communities (see Notes 3 and 5) during the three months ended June 30, 2018, the
partners' remaining ownership interests in the joint ventures are now accounted for as nonredeemable noncontrolling
interests in the accompanying condensed consolidated balance sheets. The share in net income (loss) attributable to
noncontrolling interests is recorded in the accompanying condensed consolidated statements of income and
comprehensive income.

At June 30, 2018 and December 31, 2017, the Trust also has a 97.0% partnership interest in the collegiate housing
community previously referred to as Urbane. The partner's remaining ownership interests is accounted for as
redeemable noncontrolling interests in the accompanying condensed consolidated balance sheets due to the partner's
ability to further put its remaining ownership interests to the Operating Partnership for cash based on fair value. The
share in net income (loss) attributable to noncontrolling interests is recorded in the accompanying condensed
consolidated statements of income and comprehensive income.

The value of the joint venture partners' investments in the development projects and acquired properties redeemable at
fair value are reported at the greater of fair value or historical cost at the end of each reporting period. At June 30,
2018 and December 31, 2017, the joint venture partners' investments in properties under development were recorded
at historical cost, as the carrying value approximates fair value. At June 30, 2018 and December 31, 2017, the Trust's
joint venture partners' investments in completed developments were recorded at fair value, which exceeded carrying
value. At June 30, 2018 and December 31, 2017, the joint venture partners' interest in the acquired properties was
recorded at fair value.
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The joint venture partners’ investments in development projects redeemable at substantially fixed prices are considered
redeemable at other than fair value. The accretion recorded during the six months ended June 30, 2018 and 2017 were
$1.4 million and $1.2 million, respectively. The change in redemption value during the three and six months ended
June 30, 2018 is reflected in retained earnings and is also included in the calculation of earnings per share using the
two-class method.

EROP also owns a 72.7% interest in University Towers Operating Partnership, LP. This entity is considered a VIE
that meets the criteria for consolidation (see Note 2). The units of the limited partnership interest of University Towers
Operating Partnership, LP (“University Towers Operating Partnership Units”) are also classified as noncontrolling
interests. The University Towers Operating Partnership Units are redeemable at the option of the holder, and they
participate in net income and distributions. Accordingly, EROP has determined that the University Towers Operating
Partnership Units meet the requirements to be classified outside of permanent equity and are therefore also classified
as redeemable noncontrolling interests in the accompanying condensed consolidated balance sheets. Income related to
such units is recorded as net income (loss) attributable to noncontrolling interests in the accompanying condensed
consolidated statements of income and
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comprehensive income. As of June 30, 2018 and December 31, 2017, there were 69,086 University Towers Operating
Partnership Units outstanding. The value of redeemable University Towers Operating Partnership Units is reported at
the greater of fair value or historical cost at the end of each reporting period. As of June 30, 2018 and December 31,
2017, EROP reported the redeemable noncontrolling interests at fair value, which was greater than historical cost.

The following table sets forth activity with the redeemable noncontrolling interests for the six months ended June 30,
2018 and 2017 (in thousands):

Six months ended
June 30,
2018 2017

Beginning balance $48,490 $32,160
Net loss (968 ) (352 )
Contributions from redeemable noncontrolling interests 904 12,404
Adjustments to report redeemable noncontrolling interests at fair value 2,089 80
Distributions (413 ) (322 )
Accretion of redeemable noncontrolling interests 1,448 1,207
Ending balance $51,550 $45,177

Redeemable Limited Partner Units: The OP Units and vested LTIP Units that may be tendered for redemption by the
holders thereof for cash or, at EdR's option, for shares of EdR common stock are classified as redeemable limited
partner units in the mezzanine section of the accompanying condensed consolidated balance sheets of the Operating
Partnership. The redeemable limited partner units are reported at the greater of fair value or historical cost at the end
of each reporting period. As of June 30, 2018 and December 31, 2017, EROP reported the redeemable limited partner
units at fair value (considered Level 2 as determined based on the market price of the Trust's common stock), which
was greater than historical cost.

During the six months ended June 30, 2018 and 2017, 25,000 and 27,500 OP Units were redeemed for 25,000
and 27,500 shares of EdR's common stock, respectively. As of June 30, 2018 and December 31, 2017, there were
80,207 and 105,198 OP Units outstanding, respectively, other than OP Units held by EdR. Also at June 30, 2018 and
December 31, 2017, 100,055 and 21,452, respectively, of vested LTIP Units from the 2015, 2016 and 2017 LTIP
Plans (see Note 10) were included in redeemable limited partner units in the mezzanine section of the accompanying
condensed consolidated balance sheets of the Operating Partnership.

Below is a table summarizing the activity of redeemable limited partner units for the six months ended June 30, 2018
and 2017 (in thousands):

Six months
ended June 30,
2018 2017

Beginning balance $4,353 $6,789
Net income 89 45
Distributions (468 ) (127 )
Reclassification of vested LTIP Units to redeemable limited partner units 2,856 522
Conversion of redeemable partner units in exchange for common stock or redemption for cash (1,109 ) (1,138 )
Adjustments to report redeemable limited partner units at fair value 1,575 (84 )
Ending balance $7,296 $6,007

The Trust

The Trust accounts for the joint ventures discussed above as VIEs and consolidates such entities in the same manner
as EROP. The noncontrolling interests of the Trust include third-party equity interests in one joint venture
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development which is presented as a component of permanent equity in the Trust’s accompanying condensed
consolidated balance sheets.

The Trust’s redeemable noncontrolling interests include: (1) the redeemable limited partners presented in the
accompanying condensed consolidated balance sheets of EROP; (2) the University Towers Operating Partnership
Units; (3) our partners'
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investments in certain joint venture developments; and (4) our partners' investments in certain acquired communities,
which are presented as redeemable noncontrolling interests in the accompanying condensed consolidated balance
sheets of EROP.

9. Equity

Stockholders’ Equity - The Trust

On August 1, 2016 and February 28, 2017, the Trust entered into equity distribution agreements to establish new
at-the-market equity offering programs ("ATM Programs") under which the Trust is authorized to sell a maximum of
$300.0 million and $500.0 million, respectively, in shares of EdR common stock. The ATM Programs implemented
on August 1, 2016 and February 28, 2017 are referred to as the "2016 ATM Program" and "2017 ATM Program,"
respectively. Under these equity distribution agreements, EdR may make sales of common stock through
at-the-market transactions or pursuant to forward sales agreements (the “Forward Agreements”) with certain
counterparties. In connection with any Forward Agreement, the relevant forward purchaser will borrow from third
parties and, through the relevant sales agent, sell a number of shares of EdR common stock underlying the particular
Forward Agreement. The Trust does not initially receive any proceeds from any sale of borrowed shares.

During 2017, the Trust had fully settled three Forward Agreements under the 2016 ATM Program by delivering 2.6
million shares of newly issued common stock and receiving $110.0 million of net proceeds, which were used to repay
a portion of the outstanding balance on the Revolver and for general corporate purposes.

During the six months ended June 30, 2018, the Trust fully settled three Forward Agreements under its 2017 ATM
Program by delivering 4.8 million shares of newly issued common stock and receiving $187.1 million of net proceeds,
which were used to repay a portion of the outstanding balance on the Revolver and for general corporate purposes. At
June 30, 2018, the Trust had approximately $485.0 million available for issuance under its 2017 ATM Program and no
outstanding Forward Agreements.

The Trust accounts for shares of EdR common stock reserved for issuance upon settlement of each Forward
Agreement as equity. Before the issuance of shares of EdR common stock, if any, upon physical or net share
settlement of the Forward Agreements, the Trust expects that the shares issuable upon settlement of the Forward
Agreements will be reflected in its diluted earnings per share calculations using the treasury stock method. Under this
method, the number of shares of EdR common stock used in calculating diluted earnings per share is deemed to be
increased by the excess, if any, of the number of shares of common stock that would be issued upon full physical
settlement of the Forward Agreements over the number of shares of common stock that could be purchased by the
Company in the open market (based on the average market price during the period) using the proceeds receivable
upon full physical settlement (based on the adjusted forward sale price at the end of the reporting period). If and when
the Trust physically or net share settles any Forward Agreement, the delivery of shares of EdR's common stock would
result in an increase in the number of shares outstanding and dilution to basic earnings per share.

Partners’ Capital - Operating Partnership

In connection with the equity offering and ATM Programs discussed above, the Operating Partnership issues OP Units
to EdR equivalent to the number of shares of common stock issued by EdR.

10. Incentive plans

On May 10, 2017, EdR's stockholders approved the Education Realty Trust, Inc. 2017 Omnibus Equity Incentive Plan
(the "2017 Plan"). The purpose of the 2017 Plan is to promote the interests of the Trust and its stockholders by
attracting, motivating and retaining talented executive officers, employees and directors of the Trust and linking their
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compensation to the long-term interests of the Trust and its stockholders. The 2017 Plan replaced the Education
Realty Trust, Inc. 2011 Omnibus Equity Incentive Plan (the "2011 Plan") in its entirety and authorized the grant of the
346,111 shares that remained available for grant under the 2011 Plan, as well as 1,000,000 additional shares. As of
June 30, 2018, the Trust had 1,105,958 shares of its common stock reserved for issuance pursuant to the 2017 Plan.
Automatic increases in the number of shares available for issuance are not provided. The 2017 Plan provides for the
grant of stock options, restricted stock, restricted stock units (“RSUs”), stock appreciation rights, other stock-based
incentive awards to employees, directors and other key persons providing services to the Trust. The 2017 Plan limits
the number of shares and LTIP units subject to awards granted during any calendar year to any non-employee director,
together with cash fees paid during the calendar year, to a maximum of $500,000 in total value.
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The Trust's 2016 Long-Term Incentive Plan ("2016 LTIP"), adopted in 2016, 2017 Long-Term Incentive Plan ("2017
LTIP"), adopted in 2017, and 2018 Long-Term Incentive Plan ("2018 LTIP"), adopted in 2018, provide that 25% of a
participant’s award consists of a time-vested grant of LTIP Units in the Operating Partnership subject to the rights,
preferences and other privileges as designated in the partnership agreement of the Operating Partnership (the
“Partnership Agreement”). Similar to the treatment of restricted stock, the time-vested 2016, 2017 and 2018 LTIP Units
vest over a three-year period and are valued for award purposes at a value equal to the price of EdR's common stock
on the grant date. The time-vested 2016, 2017 and 2018 LTIP Units are entitled to voting and distribution rights from
the effective date of the grant in accordance with the Partnership Agreement but are non-transferable and
non-convertible until fully vested.

The remaining 75% of a participant’s award consists of a grant of performance-based 2016, 2017 and 2018 LTIP
Units. The vesting of performance-based 2016 and 2017 LTIP Units is dependent upon the Trust's achievement of six
performance criteria approved by the compensation committee, over a three-year period, with a minimum, threshold
and maximum performance standard for each performance criterion. Three of the performance criteria are based on
market conditions and three have performance vesting conditions under ASC 718, "Compensation - Stock
Compensation" ("ASC 718"). The vesting of performance-based 2018 LTIP Units is dependent upon the Trust's
achievement of four performance criteria approved by the compensation committee, over a three-year period, with a
minimum, threshold and maximum performance standard for each performance criterion. Two of the performance
criteria are based on market conditions and two have performance vesting conditions under ASC 718. The fair value
of the awards subject to market conditions was determined using a Monte Carlo simulation technique. The fair value
of the awards subject to performance conditions was calculated based on the closing market value of EdR's common
stock on the grant date. The probability of achieving the performance conditions is assessed quarterly. The
performance-based 2016, 2017 and 2018 LTIP Units are entitled to voting and distribution rights from the effective
date of the grant in accordance with the Partnership Agreement but are nontransferable and non-convertible until fully
vested. After the determination of the achievement of the performance criteria, any performance-based 2016, 2017 and
2018 LTIP Units that were awarded but did not become vested LTIP Units will be canceled. Once fully vested, the
2016, 2017 and 2018 LTIP Units may be converted to OP Units in the Operating Partnership and thereafter, at the
election of the unitholder, may be tendered for redemption for cash or for shares of EdR's common stock on a
one-for-one basis at EdR's election in accordance with the terms of the Partnership Agreement.

During the six months ended June 30, 2018, achievement of the performance objectives under the Trust's 2015
Long-Term Incentive Plan (the "2015 LTIP") for the performance period ended December 31, 2017 was determined,
resulting in 73,000 performance-vesting LTIP Units being forfeited and 57,000 performance-vesting LTIP Units
vesting. As described in Note 8, once vested, the LTIP Units are redeemable for cash or, at EdR's discretion, for shares
of EdR's common stock.

Compensation expense recognized in general and administrative expense in the accompanying condensed
consolidated statements of income and comprehensive income was $1.5 million and $1.6 million for the six months
ended June 30, 2018 and 2017, respectively. Compensation expense recognized in general and administrative expense
in the accompanying condensed consolidated statements of income and comprehensive income was $1.0 million and
$0.8 million for the three months ended June 30, 2018 and 2017, respectively. As of June 30, 2018 and December 31,
2017, unearned compensation totaled $6.5 million and $3.9 million, respectively, and will be recorded as expense over
the applicable vesting period.
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A summary of the stock-based incentive plan activity as of and for the six months ended June 30, 2018 and 2017 is as
follows:

Restricted
Stock
Awards

Weighted-Average
Grant Date Fair
Value Per
Restricted Stock
Award

RSU
Awards

Weighted-Average
Grant Date Fair
Value Per RSU

LTIP
Units

Weighted-Average
Grant Date Fair
Value Per LTIP
Unit

Outstanding as of December 31,
2016 (1) 7,799 $ 26.46 91,756 $ 19.20 280,452 $ 22.29

Granted — — — — 146,728 25.85
Vested (4,516 ) 26.46 (53,131) 19.20 (14,385 ) 36.30
Surrendered (3,283 ) 26.46 (38,625) 19.20 — —
Outstanding as of June 30, 2017 (1) — $ — — $ — 412,795 $ 22.80

Outstanding as of December 31,
2017 (1) — $ — — $ — 412,795 $ 22.80

Granted — — — — 255,894 16.82
Vested — — — — (81,112 ) 22.34
Surrendered — — — — (75,605 ) 16.35
Outstanding as of June 30, 2018 (1) — $ — — $ — 511,972 $ 20.84
(1) Represents unvested shares of restricted stock awards and LTIP units as of the date indicated, as applicable.

11. Derivatives and hedging activities

Cash Flow Hedges of Interest Rate Risk

The objectives in using interest rate derivatives are to add stability to interest expense and to manage the exposure to
interest rate movements. To accomplish this objective, interest rate swaps are used as part of the interest rate risk
management strategy. During the six months ended June 30, 2018 and 2017, such derivatives were used to hedge the
variable cash flows associated with variable-rate debt. As of June 30, 2018, six interest rate swaps were outstanding
with a combined notional amount of $187.5 million that were designated as cash flow hedges of interest rate risk. Also
as of June 30, 2018, the Trust had three forward-starting interest rate swap agreements with an aggregate notional
amount of $65.0 million. The Trust entered into these forward-starting interest rate swaps in order to lock in fixed
interest rates on the extended term of the Tranche B Term Loan concurrently with executing the Second Amended and
Restated Credit Agreement (see Note 6). Accordingly, the forward-starting interest rate swaps were designated as cash
flow hedges of interest rate risk. The counter-parties to such swaps are major financial institutions.

The fair value of derivatives designated and that qualify as cash flow hedges is recorded in accumulated other
comprehensive loss and is subsequently reclassified into earnings in the period or periods that the hedged forecasted
transaction affects earnings. During the next twelve months, an additional $0.5 million is estimated to be reclassified
to earnings as a decrease to interest expense.

As of June 30, 2018 and December 31, 2017, the fair value of the derivatives is as follows (in thousands):
Asset Derivatives Liability Derivatives

Derivatives designated as
hedging instruments

Balance Sheet
Location

June 30,
2018

December 31,
2017 Balance Sheet Location

June 30,
2018

December
31, 2017

Fair
Value Fair Value Fair

Value
Fair
Value

Interest rate contracts Other assets $ 2,598 $ 281 Accounts payable and
accrued expenses $ —$ 941
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Total derivatives designated as
hedging instruments $ 2,598 $ 281 $ —$ 941
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The following table discloses the effect of the derivative instruments on other comprehensive income in the condensed
consolidated statements of income and comprehensive income for the six months ended June 30, 2018 and 2017 (in
thousands):

Derivatives in Cash Flow Hedging
Relationships

Amount of
Gain (Loss)
Recognized
in OCI on
Derivative

Location of Loss Reclassified from
Accumulated OCI into Income

Amount of
(Loss)
Reclassified
from
Accumulated
OCI into
Income

2018Interest rate contracts $ 1,849 Interest expense $ (294 )

2018Forward-starting interest rate
contracts $ 1,114 Interest expense $ —

2017Interest rate contracts $ (229 ) Interest expense $ (1,114 )

2017Forward-starting interest rate
contracts $ (172 ) Interest expense $ —

The following table discloses the effect of the derivative instruments on other comprehensive income in the condensed
consolidated statements of income and comprehensive income for the three months ended June 30, 2018 and 2017 (in
thousands):

Derivatives in Cash Flow Hedging
Relationships

Amount of
Gain
(Loss)
Recognized
in OCI on
Derivative

Location of Loss Reclassified from
Accumulated OCI into Income

Amount of
(Loss)
Reclassified
from
Accumulated
OCI into
Income

2018Interest rate contracts $ 552 Interest expense $ (73 )

2018Forward-starting interest rate
contracts $ 358 Interest expense $ —

2017Interest rate contracts $ (533 ) Interest expense $ (505 )

2017Forward-starting interest rate
contracts $ (337 ) Interest expense $ —

The following table discloses the effect of the derivative instruments on interest expense in the condensed
consolidated statements of income and comprehensive income for the three and six months ended June 30, 2018 and
2017 (in thousands):

Three months
ended June 30,

Six months
ended June 30,

2018 2017 2018 2017
Total interest expense presented in the condensed consolidated statements of income
and comprehensive income in which the effects of cash flow hedges are recorded $4,122 $3,062 $8,873 $6,090

Amount of losses reclassified from accumulated OCI into interest expense $73 $505 $294 $1,114

The above contracts are subject to enforceable master netting arrangements that provide a right of offset with each
counterparty; however, no offsetting positions exist due to certain duplicate terms across all contracts. Therefore, the
derivatives are not subject to offset in the accompanying condensed consolidated balance sheets.

Credit-risk-related Contingent Features
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The Operating Partnership has agreements with each of its derivative counterparties that contain a provision where if
the Operating Partnership defaults on any of its indebtedness, including default where repayment of the indebtedness
has not been accelerated by the lender, then the Operating Partnership could also be declared in default on its
derivative obligations. In addition, the Operating Partnership has agreements with each of its derivative counterparties
that contain a provision where the Operating Partnership could be declared in default on its derivative obligations
if repayment of the underlying indebtedness is accelerated by the lender due to the Operating Partnership's default on
the indebtedness.
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12. Earnings per share/unit

Earnings per Share - The Trust

The following is a summary of the components used in calculating earnings per share for the three and six months
ended June 30, 2018 and 2017 (dollars and shares in thousands, except per share data):

Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Numerator – basic and diluted earnings per share:
    Net income attributable to common shareholders $63,414 $6,060 $104,372 $22,217
    Accretion of redeemable noncontrolling interests (724 ) (724 ) (1,448 ) (1,207 )
Net income attributable to common shareholders after accretion of
redeemable noncontrolling interests $62,690 $5,336 $102,924 $21,010

Denominator:
Basic weighted average shares of common stock outstanding 77,101 73,623 76,660 73,566
    OP Units(1) 80 132 91 143
    University Towers Operating Partnership Units 69 69 69 69
Shares issuable upon settlement of the Forward Agreements — 17 — 17
Diluted weighted average shares of common stock outstanding 77,250 73,841 76,820 73,795

Earnings per share – basic:
    Net income attributable to common shareholders $0.81 $0.07 $1.34 $0.29

Earnings per share – diluted:
    Net income attributable to common shareholders $0.81 $0.07 $1.34 $0.28

Distributions declared per common share $0.39 $0.38 $0.78 $0.76
(1) Includes the impact of weighted average number of OP Units outstanding during the period.
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Earnings per Unit - EROP

The following is a summary of the components used in calculating earnings per unit for the three and six months
ended June 30, 2018 and 2017 (dollars and units in thousands, except per unit data):

Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Numerator – basic and diluted earnings per unit:
    Net income attributable to unitholders $63,447 $6,070 $104,461 $22,262
    Accretion of redeemable noncontrolling interests (724 ) (724 ) (1,448 ) (1,207 )
Net income attributable to common unitholders after accretion of
redeemable noncontrolling interests $62,723 $5,346 $103,013 $21,055

Denominator:
    Weighted average units outstanding 76,714 73,189 76,252 73,173
    Redeemable Operating Partnership units(1) 80 132 91 143
    LTIP units 612 434 569 393
    Weighted average units outstanding – basic 77,406 73,755 76,912 73,709

Redeemable University Towers Operating Partnership Units 69 69 69 69
Units issuable upon settlement of the Forward Agreements — 17 — 17
    Weighted average units outstanding – diluted 77,475 73,841 76,981 73,795

Earnings per unit – basic and diluted:
    Net income attributable to unitholders $0.81 $0.07 $1.34 $0.29

Distributions declared per unit $0.39 $0.38 $0.78 $0.76
(1) Includes the impact of weighted average number of OP Units outstanding during the period.

13. Fair Value of Financial Instruments

The fair value framework requires the categorization of assets and liabilities into three levels based upon the
assumptions used to value the assets or liabilities. Level 1 provides the most reliable measure of fair value, whereas
Level 3 generally requires significant management judgment. The three levels are defined in ASC 820, Fair Value
Measurements and Disclosures ("ASC 820") as follows:

•Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities at the measurement date.

•Level 2 - Observable inputs other than those included in Level 1, for example, quoted prices for similar assets or
liabilities in active markets or quoted prices for identical assets or liabilities in inactive markets.

•Level 3 - Unobservable inputs reflecting management's own assumption about the inputs used in pricing the asset or
liability at the measurement date.

Non-financial assets measured at fair value on a nonrecurring basis consist of real estate assets and investments in
partially owned entities that have been written-down to estimated fair value when it has been determined that asset
values are not recoverable. Fair value is estimated relating to impairment assessments based upon an income
capitalization approach (which considers prevailing market capitalization rates and operations of the community) or
the negotiated sales price, if applicable. Based upon the inputs used to value properties under the income capitalization
approach, valuations under this method are classified within Level 3 of the fair value hierarchy.
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As discussed in Note 11, interest rate swaps are used to manage interest rate risk. The valuation of these instruments is
determined using widely accepted valuation techniques, including discounted cash flow analysis on the expected cash
flows of each derivative. This analysis reflects the contractual terms of the derivatives, including the period to
maturity, and uses
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observable market-based inputs, including interest rate curves and implied volatilities. The fair values of interest rate
swaps are determined using the market standard methodology of netting the discounted future fixed cash receipts (or
payments) and the discounted expected variable cash payments (or receipts). The variable cash payments (or receipts)
are based on an expectation of future interest rates (forward curves) derived from observable market interest rate
curves.

Credit valuation adjustments are incorporated to appropriately reflect the Trust's and the counterparty's respective
nonperformance risk in the fair value measurements. In adjusting the fair value of the derivative contracts for the
effect of nonperformance risk, the Trust has considered the impact of netting and any applicable credit enhancements,
such as collateral postings, thresholds, mutual puts and guarantees.

Although the Trust has determined that the majority of the inputs used to value its derivatives fall within Level 2 of
the fair value hierarchy, the credit valuation adjustments associated with its derivatives utilize Level 3 inputs, such as
estimates of current credit spreads to evaluate the likelihood of default by itself and its counterparties. The Trust has
determined that the significance of the impact of the credit valuation adjustments made to its derivative contracts,
which determination was based on the fair value of each individual contract, was not significant to the overall
valuation. As a result, all derivatives held as of June 30, 2018 and December 31, 2017 were classified as Level 2 of
the fair value hierarchy.

Redeemable noncontrolling interests in the Trust (OP Units, vested LTIP Units and University Towers Operating
Partnership Units) have a redemption feature and are marked to their redemption value. The redemption value is based
on the fair value of EdR's common stock over the ten consecutive trading days prior to the redemption date, adjusted
for certain items. As the valuation is based on adjusted quoted prices in active markets for identical assets or liabilities
at the measurement date, these instruments are classified in Level 2 of the fair value hierarchy.

Redeemable noncontrolling interests representing certain joint venture partners’ interest in development joint ventures
and acquired properties are redeemable due to put features available to the partners. The redemption feature allows the
partner to put its ownership interest to the Trust at fair market value, which is generally defined as stabilized net
operating income of the underlying property at a market capitalization rate. As the valuation is based on unobservable
inputs that are based on internal information, these instruments are classified in Level 3 of the fair value hierarchy.

The table below presents the assets and liabilities measured at fair value on a recurring basis, aggregated by the level
in the fair value hierarchy within which those measurements fall and summarizes the carrying amounts and fair values
of these financial instruments as of June 30, 2018 and December 31, 2017 (in thousands):

Carrying
value

Estimated Fair
Value
Level
1

Level
2

Level
3

June 30, 2018:
Derivative financial instruments (asset position) $ 2,598 $—$2,598 $ —
Deferred compensation plan assets 990 990— —
Redeemable noncontrolling interests measured at fair value:
OP Units, LTIP Units and University Towers Operating Units 9,834 —9,834 —
Joint venture partners' interests in development joint ventures and acquisitions 40,500 —— 40,500

December 31, 2017:
Derivative financial instruments (liability position) $ 660 $—$660 $ —
Deferred compensation plan assets 904 904— —
Redeemable noncontrolling interests measured at fair value:
OP Units, LTIP Units and University Towers Operating Units 6,499 —6,499 —
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Joint venture partners' interest in development joint ventures and acquisitions 39,169 —— 39,169

35

Edgar Filing: Education Realty Trust, Inc. - Form 10-Q

64



The table below shows the reconciliation of Level 3 liabilities measured at fair value on a recurring basis (in
thousands):

Six months
ended June 30,
2018 2017

Beginning balance $39,169 $3,250
Purchases, issuances and settlements, net (82 ) —
Adjustment of fair value during period reflected in net income — 500
Adjustment of fair value during the period reflected in additional paid in capital 1,413 —
Transfers into Level 3 — —
Ending balance $40,500 $3,750

Financial assets and liabilities that are not measured at fair value in our condensed consolidated financial statements
include mezzanine notes receivable and debt. Estimates of the fair values of these instruments are based on
assessments of available market information and valuation methodologies, including discounted cash flow analyses.
Due to the fact that the Trust's unsecured revolving credit facility and unsecured term loan facility bear interest at
variable rates, carrying value approximates the fair value.

The table below summarizes the gross carrying amounts and fair values of these financial instruments as of June 30,
2018 and December 31, 2017 (in thousands):

June 30, 2018

Carrying
value

Estimated Fair
Value
Level
1 Level 2 Level

3
Unsecured senior notes $250,000 $—$248,777 $ —
Revolving credit facility 280,000 —280,000 —
Unsecured term loan facility 187,500 —187,500 —
Unsecured private placement notes 150,000 —147,613 —
Fixed rate mortgage loans 129,400 —128,369 —

December 31, 2017

Carrying
value

Estimated Fair
Value
Level
1 Level 2 Level

3
Notes receivable $500 $—$ 463 $ —
Unsecured senior notes 250,000—261,034 —
Revolving credit facility 349,000—349,000 —
Unsecured term loan facility 187,500—187,500 —
Unsecured private placement notes 150,000—153,711 —

The Trust discloses the fair value of financial instruments for which it is practicable to estimate. The Trust considers
the carrying amounts of cash and cash equivalents, restricted cash, student contracts receivable, accounts payable and
accrued expenses to approximate fair value due to the short maturity of these instruments.

14. Segments

The Trust defines business segments by their distinct customer base and service provided. The Trust has identified
three reportable segments: collegiate housing leasing, development consulting services and management services.
Management evaluates each segment’s performance based on net operating income, which is defined as income before
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depreciation, amortization, ground leases, impairment losses, interest expense (income), gains (losses) on
extinguishment of debt, equity in earnings of unconsolidated entities and noncontrolling interests. The accounting
policies of the reportable segments are the same as those described in the summary of significant accounting policies.
Intercompany fees are reflected at the contractually stipulated amounts.
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The following table represents the Trust’s segment information for the three and six months ended June 30, 2018 and
2017 (in thousands):

Three months ended June
30,

Six months ended June
30,

2018 2017 2018 2017
Collegiate Housing Leasing:
Collegiate housing leasing revenue $74,190 $70,071 $161,939 $150,856
Collegiate housing leasing operations 32,165 30,338 64,339 59,215
Net operating income $42,025 $39,733 $97,600 $91,641
Total segment assets at end of period (1) $3,309,121 $2,733,287 $3,309,121 $2,733,287

Development Consulting Services:
Third-party development consulting services $— $1,156 $— $2,971
General and administrative (3) 437 510 870 1,021
Net operating (loss) income $(437 ) $646 $(870 ) $1,950
Total segment assets at end of period(2) $4,864 $1,950 $4,864 $1,950

Management Services:
Third-party management services $599 $831 $1,504 $1,776
General and administrative (3) 568 509 1,122 1,044
Net operating income $31 $322 $382 $732
Total segment assets at end of period(2) $11,205 $10,875 $11,205 $10,875

Reconciliations:
Segment revenue $74,789 $72,058 $163,443 $155,603
Operating expense reimbursements 1,593 1,984 3,667 4,237
Total segment revenues $76,382 $74,042 $167,110 $159,840

Segment operating expenses $33,170 $31,357 $66,331 $61,280
Reimbursable operating expenses 1,593 1,984 3,667 4,237
Total segment operating expenses $34,763 $33,341 $69,998 $65,517

Segment net operating income $41,619 $40,701 $97,112 $94,323
Other unallocated general and administrative expenses (4) (10,584 ) (5,094 ) (15,367 ) (10,376 )
Depreciation and amortization (23,879 ) (24,520 ) (46,386 ) (50,359 )
Ground leases (2,647 ) (2,462 ) (6,435 ) (6,022 )
Nonoperating income (expenses) 29,808 (3,403 ) 24,737 (6,842 )
Other operating expense — — — (500 )
Equity in earnings of unconsolidated entities 6,889 129 6,831 384
Income before income taxes and gain on sale of collegiate
housing properties $41,206 $5,351 $60,492 $20,608

(1) The increase in segment assets related to the collegiate housing segment during the six months ended June 30, 2018
as compared to the same period in 2017 is primarily related to the completed development of six collegiate housing
communities, consolidation of two joint ventures previously accounted for under the equity method of accounting and
the continued development of twelve assets under development for ownership by the Trust offset by the sale of four
collegiate housing communities.
(2) Total segment assets include goodwill of $2,149 related to management services and $921 related to development
consulting services.
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(3) General and administrative expenses for the development consulting services and management services segments
represent those expenses that are directly attributable to these segments and also include an allocation of corporate
general and administrative expenses based on the extent of effort or resources expended. 
(4) Other unallocated general and administrative expenses includes costs directly attributable to our owned
developments and corporate general and administrative expenses that are not allocated to any of the segments.
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15. Subsequent events

None.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with the financial statements and notes thereto appearing
elsewhere in this Quarterly Report on Form 10-Q (“Report”) and the audited consolidated financial statements and notes
thereto and Management’s Discussion and Analysis of Financial Condition and Results of Operations contained in our
Annual Report on Form 10-K for the year ended December 31, 2017. Certain statements contained in this Report are
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, including but
not limited to statements related to plans for future acquisitions or dispositions, our business and investment strategy,
market trends and projected capital expenditures. When used in this Report, the words “expect,” “anticipate,” “intend,” “plan,”
“believe,” “seek,” “estimate, “would,” “could,” “should” and similar expressions are generally intended to identify
forward-looking statements. You should not place undue reliance on these forward-looking statements, which reflect
our opinions only as of the date of this Report. We assume no obligation to update or supplement forward-looking
statements that become untrue because of subsequent events. Forward-looking statements are subject to risks,
uncertainties and other factors that could cause actual results to differ materially from future results expressed or
implied by such forward-looking statements. For further information about these and other factors that could affect
our future results, please see "Forward-Looking Statements" and “Item 1A. Risk Factors” in our Annual Report on Form
10-K for the year ended December 31, 2017, as well as risks, uncertainties and other factors discussed in this Report
and other documents filed by us with the Securities Exchange Commission ("SEC"). Investors are cautioned that any
forward-looking statements are not guarantees of future performance and involve risks and uncertainties, and that
actual results may differ materially from those contemplated by such forward-looking statements.

All references to “we,” “our,” “us,” “EdR,” “Trust” and the “Company” in this Report mean Education Realty Trust, Inc. and its
consolidated subsidiaries including Education Realty Operating Partnership, LP (the "Operating Partnership"), except
where it is made clear that the term means only Education Realty Trust, Inc.

Pending Mergers

As publicly announced on June 25, 2018, the Trust entered into a definitive agreement and plan of merger ("Merger
Agreement") with affiliates of Greystar Real Estate Partners LLC ("Greystar") pursuant to which, upon closing, all
outstanding shares of common stock, OP units and units of limited partnership interest in University Towers
Operating Partnership, LP (other than the OP units and units of limited partnership interest in University Towers
Operating Partnership, LP held by us and our subsidiaries) are to be converted into the right to receive $41.50 in cash
(referred to as the "Mergers"). The pending Mergers are subject to customary closing conditions, including, but not
limited to, the approval of the Mergers by EdR’s stockholders.

Our ability to execute our business strategies could be affected by operating restrictions included in the Merger
Agreement, including restrictions on selling or acquiring properties, raising additional equity capital and obtaining or
modifying new or existing debt financings, except as may be consented to by Greystar or provided in the Merger
Agreement as further described below in “Liquidity and Capital Resources — Liquidity outlook and capital requirements.”
We have incurred and anticipate incurring additional Merger-related expenses regardless of whether the Mergers
close. See Forward-Looking Statements below, Part II, Item 1A. Risk Factors and elsewhere below for factors and
additional discussions related to the Mergers that could affect our results of operations and financial condition.

Overview

We are a self-managed and self-advised company engaged in the ownership, acquisition, development and
management of high-quality collegiate housing communities. We also provide collegiate housing management and
development consulting services to universities, charitable foundations and other third parties. We believe that we are
one of the largest private owners, developers and managers of high-quality collegiate housing communities in the
United States in terms of total beds both owned and under management.
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We earn revenue from rental payments we receive as a result of our ownership of collegiate housing communities. We
also earn revenue by performing property management services and development consulting services for third parties
through our Management Company and our Development Company, respectively.

We have elected to be taxed as a REIT for U.S. federal income tax purposes.
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Our Business Segments

We define business segments by their distinct customer base and the service provided. Management has identified
three reportable segments: collegiate housing leasing, development consulting services and management services. We
evaluate each segment’s performance based on net operating income, which is defined as income before depreciation,
amortization, ground leases, impairment losses, interest expense (income), gains (losses) on extinguishment of debt,
other operating expense, equity in earnings (losses) of unconsolidated entities and noncontrolling interests. The
accounting policies of the reportable segments are described in more detail in the summary of significant accounting
policies in the notes to the accompanying condensed consolidated financial statements and in our Annual Report on
Form 10-K for the year ended December 31, 2017.

Collegiate housing leasing

Collegiate housing leasing revenue represented 99.1% of our total revenues, excluding operating expense
reimbursements, for the six months ended June 30, 2018.

Unlike multi-family housing where apartments are leased by the unit, collegiate-housing communities are typically
leased by the bed on an individual lease liability basis. Individual lease liability limits each resident’s liability to his or
her own rent without liability for a roommate’s rent. The number of lease contracts that we administer is therefore
equivalent to the number of beds occupied instead of the number of apartment units occupied. A parent or guardian is
required to execute each lease as a guarantor unless the resident provides adequate proof of income and/or pays a
deposit, which is usually equal to two months' rent.

Due to our predominantly private bedroom accommodations and individual lease liability, the high level of
student-oriented amenities and the fact that most units are furnished and typically rent includes utilities, cable
television and internet service, we believe our communities in most cases can command higher per-unit and
per-square foot rental rates than most multi-family communities in the same geographic markets. We are also typically
able to command higher rental rates than other on-campus collegiate housing, which tends to offer fewer amenities. 

The majority of our leases for our off-campus owned communities commence in mid-August of each year and
terminate the last day of July of each year. These dates generally coincide with the commencement of the universities'
fall academic term and the completion of the subsequent summer school session. Our on-campus leases coincide with
the related academic term, which typically represents the universities' full academic year (August to the following
May). As a result, we are required to re-lease each community in its entirety each year, resulting in significant
turnover in our resident population from year to year. For the 2017/2018 leasing cycle and the 2016/2017 cycle,
approximately 79.2% and 77.9%, respectively, of our beds were leased to students who were first-time residents at our
communities. As a result, we are highly dependent upon the effectiveness of our marketing and leasing efforts during
the annual leasing season that typically begins in September and ends in August of the following year. Our
communities’ occupancy rates are therefore typically stable during the academic year (and through July at some of our
properties) but are susceptible to fluctuation at the commencement of each new academic year.

Prior to the commencement of each new lease period, primarily during the first two weeks of August, but also during
September at some communities and during the summer months for the on-campus properties leased by semester, we
prepare the units for new incoming residents. Other than revenue generated by in-place leases for renewing residents,
we do not generally recognize lease revenue during this period referred to as “Turn,” as we have no leases in place. In
addition, we incur significant expenses during Turn to make our units ready for occupancy. These expenses are
recognized when incurred. This Turn period results in seasonality in our operating results during the second and third
quarters of each year. In addition, several of our properties (University Towers, The Berk, Sawtooth Hall, University
Village on Colvin and all of the University of Kentucky residence hall properties) operate under an eight or nine
month lease. During certain periods in the summer months, minimal rent revenue is recognized, resulting in
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seasonality in our operating results during that time.

Development consulting services

We provide development consulting services primarily to colleges and universities seeking to modernize their
on-campus collegiate housing communities, to other third-party investors and to our collegiate housing leasing
segment in order to develop communities for our ownership. Although we did not have any open third-party
development consulting contracts at June 30, 2018 and therefore did not recognize any third-party development
consulting revenue during the six months ended June 30, 2018, our development consulting services typically include
the following:

•market analysis and evaluation of collegiate housing needs and options;
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•cooperation and collaboration with college or university in architectural design;
•assisting the university in determining the best financing solution for their unique needs;

•negotiation of ground lease, development agreement, construction contract, architectural contract and bond
documents;
•oversight of architectural design process;
•coordination of governmental and university plan approvals;
•oversight of construction process;
•design, purchase and installation of furniture;
•assistance in pre-opening marketing to potential residents; and
•obtaining final approvals of construction.

Our third-party development services represent a single performance obligation for the delivery of a completed
collegiate housing property. Fees for these services are typically 3% to 5% of the total cost of a project and are
estimated and stipulated in the contract subject to adjustment for changes in the total cost of the project. Management
has determined that the development fee and construction oversight fee outlined in the contract represent variable
consideration, and the transaction price should be estimated based on the most likely amount of such fees, which will
generally be the amount set forth in the contract. We recognize the development fee and construction oversight fee
based on the percentage of the total project completed to date as control of the work in process transfers to the owner
as construction is performed. In addition, some development consulting contracts include a provision whereby we can
participate in project savings resulting from successful cost management efforts and earn an additional development
fee. Management believes that the additional development fee also represents variable consideration and should be
estimated based on the expected value method subject to the constraint for factors outside the entity's control that
could result in a significant reversal of previously recognized revenue. We reassess the variable consideration related
to the additional development fee quarterly to determine whether the uncertainties associated with such fee are
sufficiently resolved to produce an estimate of the expected value that would not be probable of resulting in a
significant reversal of previously recognized revenue.

As part of the development agreements, there are certain costs we pay on behalf of universities or third-party
investors. These costs are included in reimbursable operating expenses and are contractually required to be reimbursed
to us by the universities or third-party investors. We recognize the expense and revenue related to these
reimbursements when incurred. We have determined that we are the principal in these activities and therefore we
present the amounts gross in our accompanying condensed consolidated financial statements.

Management services

For the six months ended June 30, 2018, revenue from our management services segment represented 0.9% of our
total revenues, excluding operating expense reimbursements. We provide management services for collegiate housing
communities owned by educational institutions, charitable foundations, ourselves and others. Our management
services typically cover all aspects of community operations, including residence life and student development,
marketing, leasing administration, strategic relationships, information systems and accounting services. We have
determined that these services represent a single performance obligation to operate the community. We provide these
services pursuant to multi-year management agreements under which management fees are typically 3% to 5% of
leasing revenue. These agreements usually have an initial term of two to five years with renewal options of like terms.
As the management fees vary based on the property revenues, the fees represent variable consideration. Revenues are
recognized over time as services are simultaneously provided and consumed. Each monthly service period represents a
distinct obligation, and revenue is recognized based on the expected value of the contractual percentage of actual
revenues.

As part of the management agreements, there are certain payroll and related expenses we pay on behalf of the property
owners. These costs are included in reimbursable operating expenses and are contractually required to be reimbursed
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to us by the property owners. We have determined that we are the principal in these activities as the expenses are
incurred in connection with our third-party management services and therefore we present the amounts gross in our
accompanying condensed consolidated financial statements.

Trends and Outlook

Rents and occupancy

We manage our communities to maximize revenues, which are primarily driven by two components: rental rates and
occupancy. We customarily adjust rental rates in order to maximize revenues, which in some cases results in lower
occupancy,
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but in most cases results in stable or increasing revenue from the community. As a result, a decrease in occupancy
may be offset by an increase in rental rates and may not be material to our operations. Periodically, certain of our
markets experience increases in new on-campus collegiate housing provided by colleges and universities and
off-campus collegiate housing provided by private owners. This additional collegiate housing both on- and off-campus
can create competitive pressure on rental rates and occupancy. In addition, changes in enrollment at the colleges and
universities we serve can have an impact on both rental rates and occupancy.

Our total revenue growth for the 2017/2018 lease year of 1.8% over the prior lease year, after considering supply
growth of 2.1%, is reflective of both the quality of our portfolio, which includes communities that are generally newer
and better-located than other collegiate housing communities in our markets, as well as the modernization that
continues to occur in the industry.

Our current expectation is that new supply in 2018 will be below 2017 levels, with new supply as a percentage of
enrollment in our markets declining from 2.1% in 2017 to 1.9% in 2018. At that level, growth in supply is expected to
outpace projected enrollment growth in 2018 by approximately 60 basis points, which compares favorably to a 70
basis points gap in 2017. Due to the impact new supply had on our 2017/2018 lease year, we will continue to monitor
markets that have seen higher supply levels over several consecutive years and proactively adjust our marketing and
leasing strategies.

We define our same-community portfolio as properties that (i) were owned and operating for the full six months
ended June 30, 2018 and 2017, (ii) are not conducting substantial development or redevelopment activities, (iii) were
not sold during the respective periods or met the held for sale accounting treatment and (iv) properties that did not
experience certain extraordinary events making year over year results incomparable. Excluded from same-community
results are five properties that were sold during the six months ended June 30, 2018, one property that was sold during
the year ended December 31, 2017 and University Towers, our collegiate housing community serving North Carolina
State University. As a result of the university implementing a new freshman on-campus living requirement in the fall
of 2017, we changed the way the University Towers community was leased and operated in 2017, making year over
year results not comparable.

Our community occupancy rates are typically stable during the August to July academic year but are susceptible to
fluctuation at the commencement of each new academic year. Management reviews both occupancy and rate per
occupied bed to assess markets and, combined, overall revenue growth. For the six months ended June 30, 2018,
same-community revenue per occupied bed increased to $927 and same-community physical occupancy decreased to
85.1%, compared to same-community revenue per occupied bed of $899 and same-community physical occupancy of
86.9% for the six months ended June 30, 2017. The results represent averages across the same-community portfolio,
which are not necessarily indicative of every community in the portfolio. Individual communities can and do perform
both above and below these averages, and, at times, an individual community may experience a decline in total
revenue due to changes in local university student housing policies and economic conditions. Our management focus
is to assess these situations and address them quickly in an effort to minimize the exposure and reverse any negative
trends.

The same-community leasing portfolio opened the 2017/2018 lease term with a 1.8% increase in rental revenue.
Opening occupancy was down 120 basis points to 95.2% and net rental rates opened the term 3.0% above the prior
year. New-communities opened the 2017/2018 lease term with an average occupancy of 89.2%.

North Carolina State University previously announced a requirement that all freshmen live on campus beginning in
September 2017. However, due to a shortage of on-campus housing, the property was fully occupied for the
2017/2018 lease year. In future lease years, we are projecting that this change in policy may negatively impact the
leasing of our University Towers collegiate housing property as the community has historically been primarily leased
to freshmen. We will continue to monitor the impact of this change, as it could negatively impact the property's results
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of operations and the future valuation of the property.
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Development consulting services

Third-party development consulting services

For the six months ended June 30, 2017, third-party development revenue was $3.0 million. During the six months
ended June 30, 2018, we did not recognize any third-party development revenue as we did not have any open
third-party development consulting contracts. In prior years, we have had approximately two to three third-party
development consulting projects per year. As more universities are turning toward private industry to fund and own
new collegiate housing projects, we expect to see an increase in equity deals and future third-party fee volume to
fluctuate based on projects awarded. During the year ended December 31, 2017, we delivered third-party development
projects at East Stroudsburg University - Pennsylvania Phase II, Texas A&M - Commerce and Shepherd University.
We continue to negotiate and finalize deal terms for three recently awarded third-party development consulting
projects.

ONE PlanSM developments

We develop collegiate housing communities on- and off-campus for our ownership, which we expect to be a
significant part of our external growth going forward. The ONE PlanSM is our private equity program that allows
universities to use our equity and financial stability to develop and revitalize campus housing while preserving their
credit capacity for other campus projects. This program is designed to provide our equity to solve a university’s
housing needs through a ground lease structure where we typically own the land improvements and operate the
community. Others in the industry have similar programs, and to date we have 18 ONE PlanSM projects representing
23 communities completed or underway. In December 2011, we were selected by the University of Kentucky ("UK")
to negotiate the potential revitalization of UK's entire campus housing portfolio and expansion of UK's campus
housing. We refer to this project as the UK Campus Housing Revitalization Plan. To date, we have delivered 6,850
beds for $449.2 million of development costs in five phases and are not currently planning for future phases at UK.
We view our entry into the partnership with UK as a defining moment, not only for EdR, but also for our industry.
Most state universities face many of the same challenges as UK, including reduced support from constrained state
budgets, aging on-campus housing and demands on institutional funds for academic and support services. We believe
declining state support for higher education will continue to be the norm rather than the exception. We believe these
external factors provide a great opportunity for the Trust. As universities see the progress of the UK Campus
Revitalization Plan, the volume of discussions we are having with other universities continues to increase as they
investigate this type of structure to replace their aging on-campus housing stock. However, we can provide no
assurances that other universities will engage us for development projects with similar structures.

While considering the possible shift in the types of projects universities pursue, the amount and timing of future
revenue from development consulting services will be contingent upon our ability to successfully compete in public
colleges and universities’ competitive procurement processes, our ability to successfully structure financing of these
projects and our ability to ensure completion of construction within committed timelines and budgets. To date, we
have completed construction on all of our ONE PlanSM developments in time for their targeted occupancy dates.

Collegiate housing operating costs

In 2017 and 2016, same-community operating expenses increased 3.7% and 2.6%, respectively. These increases were
mainly driven by higher real estate taxes. We expect full year same-community operating expenses growth to be
between 3.0% and 4.0% going forward, which we believe is a reasonable level of growth for the foreseeable future
given our historical ability to control direct operating expenses.

General and administrative costs
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General and administrative expenses include costs such as payroll, home office rent, training, professional and legal
fees and other public company costs. Costs directly associated with the management of our owned portfolio along
with allocated corporate general and administrative expenses based on the extent of effort or resources expended are
presented in collegiate housing leasing operations on the accompanying condensed consolidated statements of income
and comprehensive income.

Costs directly associated with our management and development services segments along with allocated corporate
general and administrative expenses based on the extent of effort or resources expended are presented in development
and management services on the accompanying condensed consolidated statements of income and comprehensive
income.

General and administrative costs on the accompanying condensed consolidated statements of income and
comprehensive income for the six months ended June 30, 2018 and 2017 were $11.5 million and $6.8 million,
respectively. We incurred $5.3
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million of costs (primarily for legal and other professional services) related to the Mergers during the six months
ended June 30, 2018. Excluding these costs, general and administrative costs would have decreased $0.5 million, or
7.5% due to decrease in pursuit and acquisition costs.

Asset repositioning and capital recycling

Since 2010, we have made a concerted effort to reposition and improve our owned portfolio and have acquired $1.4
billion of collegiate housing communities, completed $1.2 billion of developments and disposed of $634.2 million of
collegiate housing communities. These transactions have improved our median distance to campus to 0.1 miles and
increased our average rental rate to $833. Currently, 88% of our beds and 91% of our community net operating
income ("NOI") are located on or pedestrian to campus.

Subject to certain exceptions, the Merger Agreement prohibits acquisitions and dispositions of new collegiate housing
properties during its term. The Merger Agreement allows us to complete certain transactions if consented to by
Greystar; however, we do not expect any material acquisitions or dispositions or financings while the Mergers are
pending.

During the six months ended June 30, 2018, we sold the following collegiate housing properties for a combined gross
sales price of $129.2 million:

Name Primary University Served Disposition Date # of
Beds

# of
Units

Campus Lodge University of Florida February 2018 1,115 360
River Pointe University of West Georgia February 2018 504 132
Carrollton Crossing University of West Georgia February 2018 336 84
Commons on Bridge University of Tennessee April 2018 150 51
Commons at Knoxville University of Tennessee April 2018 708 211
Total 2,813 838

We received aggregate net proceeds of approximately $125.1 million after deducting closing costs and recognized a
$42.3 million gain on these dispositions.

During the six months ended June 30, 2018, we acquired additional ownership interests in the joint ventures holding
The Marshall and Georgia Heights collegiate housing communities. Simultaneous with the acquisition of additional
ownership interests, the joint venture agreements were amended to provide us with the control to direct the activities
of these entities. Therefore, these entities were consolidated by us beginning on May 16, 2018. Furthermore, we
entered into a 10-year secured fixed rate mortgage debt with a combined amount of $129.4 million that bears interest
at 4.13%.

Also, during the six months ended June 30, 2018, the University Village - Greensboro collegiate housing community
was sold and our interests in the joint venture redeemed. We received cash proceeds of $3.8 million after deducting
closing costs.
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Construction is proceeding as expected on the following active development projects (dollars in thousands):

Active Projects Project
Type

EdR's Ownership
Percentage

Bed
Count

Total
Estimated
Project
Development
Cost(1)

EdR's
Economic
Ownership
Cost(1)

Development
Cost Funded
by EdR's
Balance
Sheet
(Excludes
Partner
Contribution)

EdR's
Remaining
Cost to be
Funded(1)

2018 Deliveries
University of Pittsburgh - One
on Centre

Joint
Venture 80% 723 $ 106,100 $ 84,900 $ 100,300 $ 14,500

Florida State University -
Players Club redevelopment

Wholly
Owned 100% 592 38,000 38,000 38,000 16,800

Northern Michigan University -
The Woods - Ph III ONE Plan 100% 379 29,000 29,000 29,000 10,300

University of Minnesota - Hub
at
       Minneapolis

Joint
Venture 51% 707 97,900 49,900 83,500 11,900

Arizona State University -
Union at Tempe

Joint
Venture 90% 839 164,900 148,400 159,100 19,200

Cornell University - MaplewoodONE Plan 100% 872 86,000 86,000 86,000 26,500
   Colorado State - Union on
Plum

Joint
Venture 70% 229 28,200 19,700 25,700 4,200

Iowa State University - Union
on Lincoln Way

Joint
Venture 70% 542 51,900 36,300 47,300 10,400

   University of Hawai'i - Hale
Mahana

Joint
Venture 90% 589 109,600 98,600 106,300 23,300

Oklahoma State University -
One on 4th

Joint
Venture 70% 475 47,200 33,000 43,700 4,700

            Total - 2018 Deliveries 5,947 $ 758,800 $ 623,800 $ 718,900 $ 141,800

2019 Deliveries
Lehigh University - SouthSide
Commons ONE Plan 100% 428 $ 48,300 $ 48,300 $ 48,300 $ 43,000

Mississippi State University -
College View ONE Plan 100% 656 69,200 69,200 69,200 63,400

            Total - 2019 Deliveries 1,084 $ 117,500 $ 117,500 $ 117,500 $ 106,400

Total Active Projects 7,031 $ 876,300 $ 741,300 $ 836,400 $ 248,200
(1) Represent estimates that are subject to change as the development process proceeds.

Critical Accounting Policies

There have been no significant changes to our critical accounting policies as disclosed in the Annual Report on Form
10-K for the year ended December 31, 2017, filed with the SEC on February 27, 2018, except for the adoption of
Accounting Standards Update (“ASU”) 2014-09 "Revenue from Contracts with Customers (Topic 606)." See Note 2 to
the accompanying condensed consolidated financial statements.

Recent Accounting Pronouncements
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A discussion of recent accounting pronouncements is included in Note 2 of the accompanying condensed consolidated
financial statements.
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Results of Operations for the Six Months Ended June 30, 2018 and 2017  

The following table presents our results of operations for the six months ended June 30, 2018 and 2017 (dollars in
thousands):

Six months ended
June 30,

2018 2017 Change
($)

Change
(%)

Collegiate Housing Leasing:
Collegiate housing leasing revenue $161,939 $150,856 $11,083 7.3  %
Collegiate housing leasing operating expenses 64,339 59,215 5,124 8.7  %
Net operating income $97,600 $91,641 $5,959 6.5  %

Development Consulting Services:
Third-party development consulting services $— $2,971 $(2,971 ) (100.0)%
General and administrative(1) 870 1,021 (151 ) (14.8 )%
Net operating (loss) income $(870 ) $1,950 $(2,820 ) (144.6)%

Management Services:
Third-party management services $1,504 $1,776 $(272 ) (15.3 )%
General and administrative(1) 1,122 1,044 78 7.5  %
Net operating income $382 $732 $(350 ) (47.8 )%

Reconciliations:
Segment revenue $163,443 $155,603 $7,840 5.0  %
Operating expense reimbursements 3,667 4,237 (570 ) (13.5 )%
Total segment revenues $167,110 $159,840 $7,270 4.5  %

Segment operating expenses $66,331 $61,280 $5,051 8.2  %
Reimbursable operating expenses 3,667 4,237 (570 ) (13.5 )%
Total segment operating expenses $69,998 $65,517 $4,481 6.8  %

Segment net operating income $97,112 $94,323 $2,789 3.0  %
Other unallocated general and administrative expenses(2) (15,367 ) (10,376 ) (4,991 ) 48.1  %
Depreciation and amortization (46,386 ) (50,359 ) 3,973 (7.9 )%
Ground leases (6,435 ) (6,022 ) (413 ) 6.9  %
Nonoperating income (expenses) 24,737 (6,842 ) 31,579 (461.5)%
Other operating income(3) — (500 ) 500 (100.0)%
Equity in earnings of unconsolidated entities 6,831 384 6,447 NM
Income before income taxes and gain on sale of collegiate housing
properties $60,492 $20,608 $39,884 193.5  %

(1) General and administrative expenses for the development consulting services and management services segments
represent
   those expenses that are directly attributable to these segments and also include an allocation of corporate general and
   administrative expenses based on the extent of effort or resources expended.
(2) Other unallocated general and administrative expenses includes costs directly attributable to our owned
developments and
   corporate general and administrative expenses that are not allocated to any of the segments.
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(3) For the six months ended June 30, 2017, this amount represents the change in fair value of contingent consideration
liabilities associated with the 2016 acquisitions. As of December 31, 2017, the contingent consideration liabilities
were settled.
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Collegiate housing leasing

Collegiate housing operating statistics for total communities and same-communities for the six months ended June 30,
2018 and 2017 were as follows:

Six months
ended June 30, Favorable

(Unfavorable)2018 2017
Total communities:
Occupancy
Physical(1) 83.5 % 86.7 % (320) bps
Economic(2) 84.6 % 88.0 % (340) bps
NarPOB(3) $842 $ 800 $ 42
Other income per occupied bed(4) $69 $ 57 $ 12
RevPOB(5) $911 $ 857 $ 54
Operating expense per bed(6) $302 $ 292 $ (10 )
Operating margin(7) 60.3 % 60.7 % (40) bps
Design Beds(8) 212,894 203,047 9,847

Same-communities(9):
Occupancy
Physical(1) 85.1 % 86.9 % (180) bps
Economic(2) 86.8 % 89.1 % (230) bps
NarPOB(3) $862 $ 839 $ 23
Other income per occupied bed(4) $65 $ 60 $ 5
RevPOB(5) $927 $ 899 $ 28
Operating expense per bed(6) $291 $ 283 $ (8 )
Operating margin(7) 63.1 % 63.7 % (60) bps
Design Beds(8) 168,498 168,498 —

(1) Represents a weighted average of the month-end occupancies for the respective period.
(2) Represents the effective occupancy calculated by taking net apartment rent accounted for on a GAAP basis for the
respective period divided by market rent for the respective period.
(3) Net apartment rent per occupied bed ("NarPOB") represents GAAP net apartment rent for the respective period
divided by the sum of the occupied beds in the portfolio for each of the included months.
(4) Represents other GAAP-based income for the respective period divided by the sum of the occupied beds in the
portfolio for each of the included months. Other income includes service/application fees, late fees, termination fees,
parking fees, transfer fees, damage recovery, utility recovery and other miscellaneous fees.
(5) Revenue per occupied bed ("RevPOB") represents total revenue (net apartment rent plus other income) for the
respective period divided by the sum of the occupied beds in the portfolio for each of the included months.
(6) Represents property-level operating expense excluding management fees, depreciation and amortization and
ground/facility lease fees divided by the sum of the design beds for each of the included months.
(7) Represents operating income divided by revenue.
(8) Represents the sum of the monthly design beds in the portfolio during the period. Design beds are total beds
(including staff and model beds) in the portfolio.
(9) Represents operating statistics for communities that were owned by us and were operating for the full six months
ended June 30, 2018 and 2017. Excluded from same-community results are five properties that were sold during the
six months ended June 30, 2018, one property that was sold during the year ended December 31, 2017 and University
Towers, our collegiate housing community serving North Carolina State University.
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The following table shows the impact of the same-communities, acquisitions and developments and communities sold
during the period on collegiate housing leasing revenue and operating expenses for the six months ended June 30,
2018 (in thousands):

Collegiate
Housing
Leasing
Revenue

Collegiate
Housing
Leasing
Operating
Expenses

Six months ended June 30, 2017 $150,856 $ 59,215
Increase in same-community 1,300 1,271
Increase from 2017 development deliveries 13,632 3,261
Increase from 2017 acquisitions 471 388
(Decrease) increase from 2018 development deliveries(1) (682 ) 2,764
Increase from the consolidation and acquisition of additional ownership in two joint ventures
in 2018 2,334 735

Increase from pre-opening expense on future developments — 54
Decrease (increase) in other-communities (168 ) 12
Decrease from sold communities (5,804 ) (3,361 )
Six months ended June 30, 2018 $161,939 $ 64,339
(1) Includes the Players Club redevelopment which was open and operating for the six months ended June 30, 2017.

The increase in same-community revenue of $1.3 million, or 1.0%, was attributable to a 2.5% increase in rental rates
and a 0.4% increase in other income, offset by a decline of 1.9% in occupancy. Same-community operating expenses
increased $1.3 million, or 2.7%, over the prior year primarily due to an increase in marketing expenses.

The increase from the 2017 and 2018 acquisitions and development deliveries relates to a full six months of operating
results in the current period compared to the prior year. Sold-communities reflects the impact to operating results of
the communities sold in 2018 and 2017.

Development consulting services

The following table represents the development consulting revenue recognized by project for the six months ended
June 30, 2017  (dollars in thousands):

Segment
Revenues

Project Beds Fee Type 2017
Shepherd University 298 Development fee $ 582
Bowles Hall 186 Development fee 626
Texas A&M - Commerce 490 Development fee 872
East Stroudsburg University - Pennsylvania Ph II 488 Development fee 891
Third-party development consulting services total $ 2,971

Third-party development consulting revenue fluctuates based on the number and timing of development projects.
There was no third-party development consulting revenue recognized in the six months ended June 30, 2018 as there
were no open third-party development consulting contracts.

General and administrative expenses for the segment decreased $0.2 million, or 14.8%, for the six months ended June
30, 2018 compared to the same period in the prior year. Gross general and administrative expenses generally fluctuate
based on the number and timing of development jobs, both owned and third-party. We are actively involved in several
third-party developments in the predevelopment phase therefore, certain expenses such as internal payroll costs and
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other pre-development expenses are incurred despite not recognizing revenue during the six months ended June 30,
2018.
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Management services

Management services revenue decreased $0.3 million, or 15.3%, as compared to the same period in the prior year.
This decrease is primarily due to the lost revenue from five properties we managed during the six months ended June
30, 2017 but did not manage for the six months ended June 30, 2018. General and administrative expenses for our
management services segment increased $78.0 thousand, or 7.5%, for the six months ended June 30, 2018 compared
to the same period in the prior year.

Other unallocated general and administrative expenses

Other unallocated general and administrative expenses increased $5.0 million, or 48.1%, during the six months ended
June 30, 2018 over the same period in the prior year due to expenses related to the Mergers (primarily related to legal
and other professional services) incurred during the six months ended June 30, 2018.

Depreciation and amortization

Depreciation and amortization decreased $4.0 million, or 7.9%, during the six months ended June 30, 2018 as
compared to the same period in the prior year. This decrease relates primarily to $6.3 million of amortization of
in-place leases of the 2016 and 2017 acquisitions recognized in 2017, partially offset by $2.0 million of amortization
of in-place leases of the 2018 acquisitions recognized in 2018.

Ground lease expense

For the six months ended June 30, 2018, the cost of ground leases increased $0.4 million, or 6.9%, compared to the
same period in the prior year. This increase relates primarily to the opening of two new communities in 2017 on the
campus of the University of Kentucky and one new community on the campus of Boise State University. Except for
ground leases that are structured as purely contingent rent, we recognize ground lease expense on a straight-line basis
over the life of the related ground lease.

Nonoperating income (expenses)

Nonoperating expenses consist of the following for the six months ended June 30, 2018 and 2017 (dollars in
thousands):

Six months ended
June 30,

2018 2017 Change
($)

Change
(%)

Interest expense, net of capitalized interest $(8,873 ) $(6,090) $(2,783 ) 45.7  %
Amortization of deferred financing costs (713 ) (779 ) 66 (8.5 )%
Interest income 64 49 15 30.6  %
Gain on consolidation of unconsolidated joint ventures 34,259 — 34,259 NM
Loss on extinguishment of debt — (22 ) 22 NM
Total nonoperating income (expenses) $24,737 $(6,842) $31,579 (461.5)%

Total nonoperating income increased $31.6 million for the six months ended June 30, 2018 compared to the same
period in 2017. This increase is due to the gain on consolidation of unconsolidated joint ventures of $34.3 million,
partially offset by a $2.8 million increase in interest expense over the prior year due to interest expense on the
unsecured private placement notes.
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Results of Operations for the Three Months Ended June 30, 2018 and 2017 

The following table presents our results of operations for the three months ended June 30, 2018 and 2017 (dollars in
thousands):

Three months
ended June 30,

2018 2017 Change
($)

Change
(%)

Collegiate Housing Leasing:
Collegiate housing leasing revenue $74,190 $70,071 $4,119 5.9  %
Collegiate housing leasing operating expenses 32,165 30,338 1,827 6.0  %
Net operating income $42,025 $39,733 $2,292 5.8  %

Development Consulting Services:
Third-party development consulting services revenue $— $1,156 $(1,156 ) (100.0)%
General and administrative expenses(1) 437 510 (73 ) (14.3 )%
Net operating (loss) income $(437 ) $646 $(1,083 ) (167.6)%

Management Services:
Third-party management services revenue $599 $831 $(232 ) (27.9 )%
General and administrative expenses(1) 568 509 59 11.6  %
Net operating income $31 $322 $(291 ) (90.4 )%

Reconciliations:
Segment revenue $74,789 $72,058 $2,731 3.8  %
Operating expense reimbursements 1,593 1,984 (391 ) (19.7 )%
Total segment revenues $76,382 $74,042 $2,340 3.2  %

Segment operating expenses $33,170 $31,357 $1,813 5.8  %
Reimbursable operating expenses 1,593 1,984 (391 ) (19.7 )%
Total segment operating expenses $34,763 $33,341 $1,422 4.3  %

Segment net operating income $41,619 $40,701 $918 2.3  %
Other unallocated general and administrative expenses(2) (10,584 ) (5,094 ) (5,490 ) 107.8  %
Depreciation and amortization (23,879 ) (24,520 ) 641 (2.6 )%
Ground leases (2,647 ) (2,462 ) (185 ) 7.5  %
Nonoperating income (expenses) 29,808 (3,403 ) 33,211 (975.9)%
Equity in earnings of unconsolidated entities 6,889 129 6,760 NM
Income before income taxes and gain on sale of collegiate housing
properties $41,206 $5,351 $35,855 670.1  %

(1) General and administrative expenses for the development consulting services and management services segments
represent those expenses that are directly attributable to these segments and also include an allocation of corporate
general and administrative expenses based on the extent of effort or resources expended.
(2) Other unallocated general and administrative expenses includes costs directly attributable to our owned
developments and corporate general and administrative expenses that are not allocated to any of the segments.
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Collegiate housing leasing

Collegiate housing operating statistics for owned communities and same-communities for the three months ended
June 30, 2018 and 2017 were as follows:

Three months
ended June 30, Favorable

(Unfavorable)2018 2017
Owned communities:
Occupancy
Physical(1) 75.4 % 79.9 % (450) bps
Economic(2) 76.5 % 80.8 % (430) bps
NarPOB(3) $857 $ 800 $ 57
Other income per occupied bed(4) $87 $ 66 $ 21
RevPOB(5) $944 $ 866 $ 78
Operating expense per bed(6) $308 $ 300 $ (8 )
Operating margin(7) 56.6 % 56.7 % (10) bps
Design Beds(8) 104,284 101,202 3,082

Same-communities(9):
Occupancy
Physical(1) 78.3 % 79.8 % (150) bps
Economic(2) 80.2 % 81.8 % (160) bps
NarPOB(3) $865 $ 840 $ 25
Other income per occupied bed(4) $75 $ 68 $ 7
RevPOB(5) $940 $ 908 $ 32
Operating expense per bed(6) $293 $ 290 $ (3 )
Operating margin(7) 60.2 % 60.0 % 20 bps
Design Beds(8) 84,255 84,255 —

(1) Represents a weighted average of the month-end occupancies for the respective period.
(2) Represents the effective occupancy calculated by taking net apartment rent accounted for on a GAAP basis for the
respective period divided by market rent for the respective period.
(3) Net apartment rent per occupied bed ("NarPOB") represents GAAP net apartment rent for the respective period
divided by the sum of the occupied beds in the portfolio for each of the included months.
(4) Represents other GAAP-based income for the respective period divided by the sum of the occupied beds in the
portfolio for each of the included months. Other income includes service/application fees, late fees, termination fees,
parking fees, transfer fees, damage recovery, utility recovery and other miscellaneous fees.
(5) Revenue per occupied bed ("RevPOB") represents total revenue (net apartment rent plus other income) for the
respective period divided by the sum of the occupied beds in the portfolio for each of the included months.
(6) Represents property-level operating expense excluding management fees, depreciation and amortization and
ground/facility lease fees divided by the sum of the design beds for each of the included months.
(7) Represents operating income divided by revenue.
(8) Represents the sum of the monthly design beds in the portfolio during the period. Design beds are total beds
(including staff and model beds) in the portfolio.
(9) Represents operating statistics for communities that were owned by us and were operating for the full three months
ended June 30, 2018 and 2017. Excluded from same-community results are five properties that were sold during the
six months ended June 30, 2018, one property that was sold during the year ended December 31, 2017 and University
Towers, our collegiate housing community serving North Carolina State University.
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The following table shows the impact of the same-communities, acquisitions, developments and communities sold
during the period on collegiate housing leasing revenue and operating expenses for the three months ended June 30,
2018 (in thousands):

Collegiate
Housing
Leasing
Revenue

Collegiate
Housing
Leasing
Operating
Expenses

Three months ended June 30, 2017 $ 70,071 $ 30,338
Increase in same-community 1,038 318
Increase from 2017 development deliveries 5,150 1,480
(Decrease) increase from 2017 acquisitions (87 ) 94
(Decrease) increase from 2018 development deliveries(1) (175 ) 1,499
Increase from the consolidation and acquisition of additional ownership in two joint ventures in
2018 2,334 735

Increase from pre-opening expense on future developments — 28
Decrease (increase) in other-communities (80 ) 3
Decrease from sold communities (4,061 ) (2,330 )
Three months ended June 30, 2018 $ 74,190 $ 32,165
(1) Includes the Players Club redevelopment which was open and operating for the three months ended June 30, 2017.

The increase in same-community revenue of $1.0 million, or 1.7%, is due to a 2.7% increase in rental rates and a 0.6%
increase in other income, which was partially offset by a 1.6% decline in occupancy. Same-community operating
expenses increased $0.3 million, or 1.3%, over the prior year primarily due to an increase in marketing expenses.

The increase from the 2017 acquisitions and development deliveries relates to a full quarter of operating results in the
three months ended June 30, 2018 compared to a partial quarter of operating results during the same period in the
prior year. The decrease attributable to sold-communities reflects the impact to operating results of the communities
sold in 2017 and 2018.

Development consulting services

The following table represents the development consulting revenue recognized by project for the three months ended
June 30, 2017 (dollars in thousands):

Segment
Revenues

Project Beds Fee Type 2017
East Stroudsburg University - Pennsylvania Ph II 488 Development fee $ 422
Shepherd University 298 Development fee 306
Texas A&M - Commerce 490 Development fee 428
Third-party development consulting services total $ 1,156

Third-party development consulting revenue fluctuates based on the number and timing of development projects.
There was no third-party development consulting revenue recognized in the three months ended June 30, 2018, as
there were no open third-party development consulting contracts.

General and administrative expenses for the segment decreased $73.0 thousand, or 14.3%, for the three months ended
June 30, 2018 as compared to the same period in 2017. Gross general and administrative expenses generally fluctuate
based on the number and timing of development jobs, both owned and third-party. We are actively involved in several
third-party developments in the predevelopment phase, therefore certain expenses such as internal payroll costs and
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other pre-development expenses are incurred despite not recognizing revenue during the three months ended June 30,
2018.
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Management services

Management services revenue decreased $0.2 million, or 27.9%, for the three months ended June 30, 2018 as
compared to the same period in 2017. This decrease is due primarily to the lost revenue from properties we no longer
manage. General and administrative expenses for our management services segment increased $59.0 thousand, or
11.6%, during the three months ended June 30, 2018 as compared to the same period in 2017.

Other unallocated general and administrative expenses

Other unallocated general and administrative expenses increased $5.5 million during the three months ended June 30,
2018 over the same period in the prior year due to expenses related to the Mergers of approximately $5.3 million
incurred during the three months ended June 30, 2018.

Depreciation and amortization

Depreciation and amortization decreased $0.6 million, or 2.6%, during the three months ended June 30, 2018 as
compared to the same period in the prior year. This decrease relates primarily to $2.9 million of amortization of
in-place leases of the 2016 and 2017 acquisitions recognized in 2017, partially offset by $2.0 million of amortization
of in-place leases of the 2018 acquisitions recognized in 2018.

Ground lease expense

For the three months ended June 30, 2018, the cost of ground leases increased $0.2 million, or 7.5%, compared to the
same period in the prior year. This increase relates primarily to the opening of two new communities in 2017 on the
campus of the University of Kentucky and one new community on the campus of Boise State University. Except for
ground leases that are structured as purely contingent rent, we recognize ground lease expense on a straight-line basis
over the life of the related ground lease.

Nonoperating income (expenses)

Nonoperating expenses consist of the following for the three months ended June 30, 2018 and 2017 (dollars in
thousands):

Three Months
Ended June 30,

2018 2017 Change
($)

Change
(%)

Interest expense, net of amounts capitalized $(4,122 ) $(3,062) $(1,060 ) 34.6 %
Amortization of deferred financing costs (350 ) (358 ) 8 (2.2 )%
Interest income 21 17 4 23.5 %
Gain on consolidation of unconsolidated joint ventures 34,259 — 34,259 NM
Total nonoperating income (expenses) $29,808 $(3,403) $33,211 NM

Total nonoperating income increased $33.2 million for the three months ended June 30, 2018 compared to the same
period in 2017. This increase is due to the gain on consolidation of unconsolidated joint ventures of $34.3 million,
partially offset by a $1.1 million increase in interest expense over the prior year due to interest expense on the
unsecured private placement notes.

Legal Proceedings
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We are not currently a party to, nor are any of our communities the subject of, any material pending legal proceedings.
In the normal course of business, the Trust is subject to claims, lawsuits and legal proceedings. While it is not possible
to ascertain the ultimate outcome of such matters, in management's opinion, the liabilities, if any, in excess of amounts
provided or covered by insurance, are not expected to have a material adverse effect on our financial position, results
of operations or liquidity.
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Non-GAAP Measures

Net Operating Income (NOI)

We believe NOI is a useful measure of our collegiate housing operating performance and is a useful supplemental
measure for the investing community to use in evaluating our results. We define NOI as rental and other
community-level revenues earned from our collegiate housing communities less community-level operating expenses,
excluding third-party management fees and expenses, third-party development consulting fees and expenses,
depreciation, amortization, other operating expenses related to noncash adjustments, ground lease expense and
impairment charges and including regional and other corporate costs of supporting the communities. Other REITs
may use different methodologies for calculating NOI, and accordingly, our NOI may not be comparable to other
REITs. We believe that this measure provides an operating perspective not immediately apparent from GAAP
operating income or net income. We use NOI to evaluate performance on a community-by-community basis because
it allows management to evaluate the impact that factors such as lease structure, lease rates and resident base, which
vary by property, have on our operating results. However, NOI should only be used as an alternative measure of our
financial performance.

The following is a reconciliation of our GAAP operating income to NOI for the three and six months ended June 30,
2018 and 2017 (in thousands):

Three months
ended June 30,

Six months ended
June 30,

2018 2017 2018 2017
Operating income $4,509 $8,625 $28,924 $27,066
Less: Third-party development services revenue — 1,156 — 2,971
Less: Third-party management services revenue 599 831 1,504 1,776
Plus: Other operating expense — — — 500
Plus: Development and management services expenses 2,984 2,775 5,835 5,676
Plus: General and administrative expenses 8,605 3,338 11,524 6,765
Plus: Ground leases 2,647 2,462 6,435 6,022
Plus: Depreciation and amortization 23,879 24,520 46,386 50,359
NOI $42,025 $39,733 $97,600 $91,641

Liquidity and Capital Resources

Cash and cash flows

As of June 30, 2018, we had $9.5 million of cash on hand compared to $24.8 million of cash on hand as of
December 31, 2017.

During the six months ended June 30, 2018, we generated $66.6 million of cash from operations compared to $69.2
million over the same period in 2017. This decrease of $2.6 million is attributable primarily to a decrease in working
capital over the prior year of $1.0 million and a decrease in the deferred tax benefit of $1.0 million.

During the six months ended June 30, 2018, we used $149.7 million of cash in investing activities compared to $313.6
million over the same period in 2017. This decrease in cash used for investing activities of $163.9 million is
attributable primarily to the following:

•a decrease in cash used to acquire collegiate housing properties of $127.6 million (two acquisitions in 2017 compared
to none in 2018),
•
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an increase in cash generated from the disposition of collegiate housing properties of $107.3 million (five
dispositions in 2018 with one in 2017), partially offset by

•an increase in cash spent on development activities of $83.5 million.

During the six months ended June 30, 2018, we generated $72.3 million of cash from financing activities compared to
$243.6 million during the same period in 2017. This decrease of $171.4 million is attributable primarily to:

•a decrease in net borrowings on the line of credit of $394.0 million, partially offset by
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•an increase in proceeds from common stock offering of $187.1 million.

Liquidity outlook and capital requirements

Our short-term liquidity needs include funds for capital expenditures, funds for our active development projects, funds
for debt service and funds for distributions to our stockholders and unitholders as required to maintain our REIT
status. Subject to certain exceptions, the Merger Agreement contains provisions which prohibit acquisitions or
dispositions of collegiate housing properties, new or modified debt financings, raising additional equity capital and
certain capital expenditures, among other restrictions. Accordingly, we expect to meet our short-term liquidity
requirements through existing cash provided by operations, draws on our Revolver and certain property dispositions,
to the extent permitted under the Merger Agreement. The Merger Agreement includes restrictions on accessing the
equity or debt markets, and therefore, we do not anticipate any additional sales of EdR common stock or additional
debt financings (other than draws on the Revolver). In the event the Merger Agreement is terminated, we expect to
fund any future distributions, as may be authorized by our board of directors, developments or capital expenditures
from multiple sources including cash flow from our available cash balances, sales of EdR common stock through our
at-the-market equity offering program ("ATM Program") or additional follow on equity offerings or additional public
offerings of unsecured notes or private placements of debt securities.

ATM Program

In August 2016 and February 2017, the Trust entered into equity distribution agreements to establish new ATM
Programs (the "2016 ATM Program" and "2017 ATM Program," respectively) whereby EdR is authorized to sell a
maximum of $300.0 million and $500.0 million, respectively, in shares of its common stock (see Note 9 to the
accompanying condensed consolidated financial statements). Under these agreements, EdR may make sales of
common stock through at-the-market transactions or pursuant to forward sales agreements (the “Forward Agreements”)
with certain counterparties. As of June 30, 2018, the Trust had sold 7.3 million shares for aggregated net proceeds of
$316.1 million under the 2016 and 2017 ATM Programs. During the year ended December 31, 2017, the Trust settled
three Forward Agreements under its 2016 ATM program by delivering 2.6 million shares of newly issued common
stock, receiving $110.0 million of net proceeds, which were used to repay a portion of the outstanding balance on the
Revolver and for general corporate purposes. The Trust exhausted the 2016 ATM Program during the year ended
December 31, 2017. During the six months ended June 30, 2018, the Trust settled the remaining three Forward
Agreements under its 2017 ATM Program by delivering 4.8 million shares of newly issued common stock, receiving
$187.1 million of net proceeds, which were used to repay a portion of the outstanding balance on the Revolver and for
general corporate purposes. No sales of EdR common stock were made under the ATM Program during the six
months ended June 30, 2018. As of June 30, 2018, the Trust had approximately $485.0 million available for issuance
under its 2017 ATM Program and no outstanding Forward Agreements. As the Merger Agreement restricts the
issuance of equity during its term, we do not anticipate future sales of common stock under our ATM Program unless
the Merger Agreement is terminated.

Revolving credit facility

As described in Note 6 to the accompanying condensed consolidated financial statements, the Operating Partnership's
revolving credit facility with KeyBanc National Association, an administrative agent, and the lenders party thereto
(the "Revolver") has a maximum availability of $600.0 million, an accordion feature to $1.0 billion and matures in
February 2023. The Revolver contains customary affirmative and negative covenants and financial covenants,
including restrictions on distributions. As of June 30, 2018, we were in compliance with all covenants. As of June 30,
2018, the outstanding balance on the Revolver was $280.0 million, and we had an outstanding letter of credit of $0.8
million, therefore our remaining availability was $319.2 million. The interest rate applicable to the Revolver was
3.00% at June 30, 2018. The Revolver will be available to us during the term of the Merger Agreement for use in the
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ordinary course of business or for funding transactions that are not otherwise prohibited by the Merger Agreement.
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Unsecured term loan facility

As described in Note 6 to the accompanying condensed consolidated financial statements, the Operating Partnership
and certain subsidiaries entered into the Second Amended and Restated Credit Agreement, as subsequently amended.
Under the Second Amended and Restated Credit Agreement, the unsecured term loans have an aggregate principal
amount of $187.5 million, consisting of a $122.5 million Tranche A term loan (the “Tranche A Term Loan”) and a $65.0
million Tranche B term loan (the “Tranche B Term Loan” and, together with the Tranche A Term Loan, the “Term
Loans”). The Tranche A Term Loan matures on January 13, 2021 and the Tranche B Term Loan matures on January
18, 2022. The Second Amended and Restated Credit Agreement contains an accordion feature pursuant to which the
borrowers may request that the total aggregate amount of the Term Loans be increased to $250.0 million, which may
be allocated to Tranche A or Tranche B, subject to certain conditions, including obtaining commitments from any one
or more lenders to provide such additional commitments.

The Second Amended and Restated Credit Agreement contains customary affirmative and restrictive covenants
substantially similar to those contained in the Revolver. EdR serves as the guarantor for any funds borrowed under the
Second Amended and Restated Credit Agreement. As of June 30, 2018, the Operating Partnership was in compliance
with all covenants of the Credit Agreement.

The Operating Partnership has multiple interest rate swaps with notional amounts totaling $187.5 million outstanding
to hedge the interest payments on the LIBOR-based Term Loans through January 2017 for the Tranche A Term Loan
and through January 2022 for the Tranche B Term Loan (see Note 11 to the accompanying condensed consolidated
financial statements). As of June 30, 2018, the effective interest rate on the Tranche A Term Loan was 3.50%
(weighted average swap rate of 2.30% plus the current margin of 1.20%) and the effective interest rate on the Tranche
B Term Loan was 2.86% (weighted average swap rate of 1.66% plus the current margin of 1.20%).

The Operating Partnership also entered into forward starting interest rate swaps to lock in LIBOR at 2.10% from
January 2017 to the maturity date of January 2022 of the Tranche A Term Loan.

At June 30, 2018 and December 31, 2017, the outstanding balance under the Term Loans was $186.7 million and
$186.5 million, respectively, which is presented net of unamortized deferred financing costs of $0.8 million and $1.0
million, respectively, in the accompanying condensed consolidated balance sheets.

Unsecured senior notes

In November 2014, the Operating Partnership completed the public offering of $250.0 million unsecured senior notes
(the "Unsecured Senior Notes") (see Note 6 to the accompanying condensed consolidated financial statements). The
10-year Unsecured Senior Notes were issued at 99.991% of par value with a coupon of 4.6% per annum and are fully
and unconditionally guaranteed by EdR. Interest on the Unsecured Senior Notes is payable semi-annually on June 1
and December 1 of each year. The Unsecured Senior Notes will mature on December 1, 2024. Net proceeds from the
sale of the Unsecured Senior Notes were approximately $247.0 million, after deducting the underwriting discount and
offering expenses payable by the Operating Partnership. The terms of Unsecured Senior Notes contain certain
covenants that restrict the ability of the Trust and the Operating Partnership to incur additional secured and unsecured
indebtedness. In addition, the Operating Partnership must maintain a minimum ratio of unencumbered asset value to
unsecured debt, as well as minimum interest coverage level. As of June 30, 2018, we were in compliance with all
covenants.

Private placement notes

In August 2017, the Operating Partnership issued $150.0 million aggregate principal amount of unsecured senior notes
in a private placement. The private placement notes were issued in two tranches with $75.0 million bearing interest at
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4.22% and due August 31, 2029 (the “Senior A Notes”) and $75.0 million bearing interest at 4.30% and due August 31,
2032 (the “Senior B Notes” and, together with the Senior A Notes, the “Notes”). The Notes are guaranteed by EdR. As of
June 30, 2018 and December 31, 2017, the outstanding balance under the Notes was $149.7 million at each period,
which is presented net of unamortized deferred financing costs of $0.3 million at each period. As of June 30, 2018, we
were in compliance with all covenants.

Mortgage debt

During the six months ended June 30, 2018, in connection with the acquisition of additional ownership interests in the
joint ventures holding The Marshall and Georgia Heights collegiate housing communities, the Operating Partnership
entered into $83.2 million and $46.2 million of fixed rate mortgage debt secured by The Marshall and Georgia
Heights, respectively. The
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loans for both collegiate housing communities bear interest at 4.13%, are secured by the underlying properties, mature
on June 1, 2028 and require a monthly interest-only payment until maturity.

Distributions

Distributions for the six months ended June 30, 2018 totaled $59.2 million, or $0.78 per share, to our stockholders and
$0.5 million, or $0.78 per OP Unit, to the limited partners in the Operating Partnership compared to cash provided by
operations of $66.6 million, or $0.88 per weighted average share/unit. We are prohibited from paying any
distributions through the closing of the Mergers, except to the extent necessary to maintain our status as a REIT. Any
such distributions made during the term of the Merger Agreement would result in a corresponding reduction in the
Merger consideration. However, if the closing of the Mergers has not occurred prior to October 15, 2018, we will be
entitled to declare and pay regular dividends in cash of $0.00435 per calendar day from October 15, 2018 until the
closing date of the Mergers for each share of common stock. Any such dividend payments will not impact the amount
of the Merger consideration.

Acquisition, disposition and development activity

Subject to certain exceptions, the Merger Agreement prohibits acquisitions and dispositions of new collegiate housing
properties, capital expenditures, new or modifications to debt financings and raising equity.

The Merger Agreement allows us to complete certain transactions if consented to by Greystar; however, we do not
expect any material acquisitions or dispositions or financings until the Mergers close or the Merger Agreement is
terminated. The Revolver will be available to us during the term of the Merger Agreement for use in the ordinary
course of business or for funding transactions that are not otherwise prohibited by the Merger Agreement.

During the six months ended June 30, 2018, we disposed of five collegiate housing communities. We received
combined net proceeds of approximately $125.1 million after deducting closing costs. The proceeds were used to fund
our active development pipeline.

In addition, we sold our 25% interest in the University Village - Greensboro collegiate housing community for
approximately $3.8 million after deducting closing costs.

Prior to May 16, 2018, the Trust held a 50% ownership interest in each 1313 5th Street MN Holdings, LLC, a
Delaware limited liability company, which owns the collegiate housing property referred to as The Marshall and West
Clayton Athens GA Owner, LLC, a Delaware limited liability company, which owns the collegiate housing property
referred to as Georgia Heights (see Note 5 to the accompanying condensed consolidated financial statements). The
joint ventures were accounted for under the equity method of accounting, as the Trust participated in, but did not
control those entities. On May 16, 2018, the Trust acquired an additional 1% ownership interest in 1313 5th Street MN
Holdings, LLC and an additional 10% ownership interest in West Clayton Athens GA Owner, LLC. Simultaneously
with the acquisition of additional ownership interests, the joint venture agreements were amended to provide the Trust
with the control to direct the activities of these entities. These entities were determined to be VIEs, and the Trust was
deemed to be the primary beneficiary. Therefore, these entities were consolidated by the Trust beginning on May 16,
2018.

We currently have twelve active development projects that we are developing for our ownership with our share of
aggregate development costs of $836.4 million. As of June 30, 2018, $493.1 million of the anticipated costs had been
funded.

Predevelopment expenditures
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Our third-party development consulting activities have historically required us to fund predevelopment expenditures
such as architectural fees, permits and deposits. Because the closing of a development project’s financing is often
subject to third-party delay, we cannot always predict accurately the liquidity needs of these activities. We frequently
incur these predevelopment expenditures before a financing commitment has been obtained and, accordingly, bear the
risk of the loss of these predevelopment expenditures if financing cannot ultimately be arranged on acceptable terms.
However, we typically obtain a guarantee of repayment of these predevelopment expenditures from the project owner,
but no assurance can be given that we would be successful in collecting the amount guaranteed in the event that
project financing is not obtained. When we develop projects for ownership, as opposed to our third-party development
services, the Trust bears all exposure to risks and capital requirements for these developments.
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Long-term liquidity requirements

Our long-term liquidity requirements consist primarily of funds necessary for scheduled debt maturities, distributions,
acquisitions, developments, renovations and other non-recurring capital expenditures that are needed periodically for
our communities. During the term of Merger Agreement, we are prohibited from acquiring or disposing of collegiate
housing properties and making significant capital expenditures, subject to certain exceptions. Any long-term liquidity
needs during the term of the Merger Agreement will be met through existing working capital, cash provided by
operations and additional borrowings under our Revolver. If the Merger Agreement is terminated, property
dispositions may be a source of capital which may be recycled into our development pipeline or used to fund strategic
acquisitions. We may also obtain other debt financing, including additional credit facilities, or sell debt or equity
securities of the Trust, if the Merger Agreement is terminated. 

Commitments

For the six months ended June 30, 2018, our contractual interest obligation and amounts contractually owed to general
contractors under guaranteed maximum price contracts increased by $47.5 million and $106.0 million, respectively, as
compared to the period ended December 31, 2017.

Long-term indebtedness

As of June 30, 2018, all but two of our communities were unencumbered by mortgage or construction debt. As of
June 30, 2018, we had outstanding indebtedness of $992.0 million (net of unamortized deferred financing costs of
$4.9 million). The scheduled future maturities of this indebtedness as of June 30, 2018 were as follows (in thousands):
Year
Six months ending December 31, 2018 $—
2019 —
2020 —
2021 122,500
2022 65,000
2023 280,000
Thereafter 529,400
Total 996,900
Unamortized deferred financing costs (4,900 )
Outstanding as of June 30, 2018, net of unamortized deferred financing costs $992,000

As of June 30, 2018, the outstanding debt had a weighted average interest rate of 3.8% and carried an average term to
maturity of 6.7 years.

Distributions

We are required to distribute 90% of our REIT taxable income (excluding the deduction for dividends paid and net
capital gains) on an annual basis in order to qualify as a REIT for federal income tax purposes. Accordingly, we
intend to make, but are not contractually bound to make, regular quarterly distributions to holders of our common
stock and OP Units. All such distributions are authorized at the sole discretion of the Board. We may be required to
use borrowings under our Revolver, if necessary, to meet REIT distribution requirements, avoid the imposition of
federal income and excise taxes and maintain our REIT status. Additionally, we may make certain distributions
consisting of both cash and shares to meet REIT distribution requirements. We consider market factors and our
performance in addition to REIT requirements in determining distribution levels.
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Under the terms of the Merger Agreement, we may not declare or pay any dividends to the holders of our common
stock during the term of the Merger Agreement without the prior written consent of Greystar, other than dividends
reasonably required to maintain our status as a REIT under the Code or to avoid the payment of income or excise tax
(with any such additional required dividend resulting in a corresponding decrease to the Merger consideration).
However, to the extent that the closing of the Mergers has not occurred prior to October 15, 2018, we will be entitled
to declare and pay regular dividends in cash of $0.00435 per calendar day from October 15, 2018 until the closing
date of the Mergers for each share of common stock. Any such dividend payments will not impact the amount of the
Merger consideration.
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Off-Balance Sheet Arrangements

The Operating Partnership and various joint venture partners have jointly and severally guaranteed partial repayment
on third-party mortgage and construction debt secured by certain underlying collegiate housing properties, all of
which are held by unconsolidated joint ventures. The Operating Partnership is liable to the lender for any loss,
damage, cost, expense, liability, claim or other obligation incurred by the lender arising out of or in connection with
certain non-recourse exceptions in connection with the debt. Pursuant to the respective operating agreement, the joint
venture partner agreed to indemnify, defend and hold harmless the Trust with respect to such obligations, except to the
extent such obligations were caused by the willful
misconduct, gross negligence, fraud or bad faith of the Operating Partnership or its employees, agents or affiliates.
Therefore, exposure under the guaranties for obligations not caused by the willful misconduct, gross negligence, fraud
or bad faith of the Operating Partnership or its employees, agents or affiliates are not expected to exceed the Operating
Partnership's proportionate interest in the related mortgage debt in the case of the non-recourse, carve-out guaranty or
in the Operating Partnership's proportionate interest in the partial repayment guaranty, as applicable.

The following summarizes the Operating Partnership's exposure under such guaranties as of December 31, 2017
(dollars in thousands):

Joint Venture
Balance

Operating
Partnership's
Proportionate
Interest

Ownership Percent Loan
Balance

Partial
Repayment
Guarantee

Loan
Balance

Partial
Repayment
Guarantee

University Village - Greensboro 25% $22,546 n/a $5,637 n/a
The Marshall 50% 54,956 8,767 27,478 4,384
Georgia Heights 50% 34,796 7,230 17,398 3,615

During the six months ended June 30, 2018, the Trust sold its investment in the University Village - Greensboro
collegiate housing community, and the debt was repaid (see Note 5 to the accompanying condensed consolidated
financial statements). No guarantees remain.

Also, during the six months ended June 30, 2018, the Trust acquired additional ownership interests in the joint
ventures holding The Marshall and Georgia Heights collegiate housing communities (see Notes 3 and 5 to the
accompanying condensed consolidated financial statements). Concurrently, the construction debt on both joint
ventures was repaid, and no partial repayment guarantees remain.

Inflation

Our collegiate housing leases typically do not have terms that extend beyond twelve months. Accordingly, although
on a short-term basis we would be required to bear the impact of rising costs resulting from inflation, we have the
opportunity to raise rental rates at least annually to offset such rising costs. However, our ability to raise rental rates
may be limited by a weak economic environment, increased competition from new collegiate housing in our primary
markets and/or a reduction in student enrollment at our principal colleges and universities.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Our future income, cash flows and fair values relevant to financial instruments are dependent upon prevailing market
interest rates. Market risk refers to the risk of loss from adverse changes in market prices and interest rates. Our
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interest rate risk objective is to limit the impact of interest rate fluctuations on earnings and cash flows and to lower
our overall borrowing costs. To achieve this objective, we manage exposure to fluctuations in market interest rates for
its borrowings through the use of fixed rate debt instruments to the extent that reasonably favorable rates are
obtainable. In addition, we use interest rate swaps to effectively convert a portion of our variable rate debt to fixed
rate, thus reducing the impact of changes in interest rates on interest payments (see Notes 6 and 11 to the
accompanying condensed consolidated financial statements). We do not enter into derivatives or other financial
instruments for trading or speculative purposes.

For fixed rate debt, interest rate changes affect the fair market value but do not impact net income to common
stockholders or cash flows. Conversely, for floating rate debt, interest changes generally do not affect the fair market
value but do impact net income to common stockholders and cash flows, assuming other factors are held constant. As
of June 30, 2018, we had fixed
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rate debt of $529.4 million. Holding other variables constant, a 100 basis point increase in interest rates would cause a
$36.2 million decline in the fair value for our fixed rate debt. Conversely, a 100 basis point decrease in interest rates
would cause a $39.8 million increase in the fair value of our fixed rate debt.

As of June 30, 2018, the effect of our hedge agreements was to fix the interest rate on $187.5 million variable rate
term loans. Had the hedge agreements not been in place during the twelve months ended June 30, 2018, our interest
costs would have been approximately $1.1 million lower, based on balances and reported interest rates through the
period as the variable interest rates were lower than effective interest rates on the hedge agreements. Additionally, if
the variable interest rates on this debt had been 100 basis points higher during the twelve months ended June 30, 2018
and the hedge agreements not been in place, our annual interest costs would have been approximately $0.8 million
higher. Derivative financial instruments expose us to credit risk in the event of non-performance by the counterparties
under the terms of the interest rate hedge agreements. We believe we minimize our credit risk on these transactions by
dealing with major, creditworthy financial institutions. As part of our on-going control procedures, we monitor the
credit ratings of counterparties and our exposure to any single entity, thus minimizing credit risk concentration. We
believe the likelihood of realized losses from counterparty non-performance is remote.

No material changes have occurred with regard to market risk since our Annual Report on Form 10-K for the year
ended December 31, 2017, as filed with the SEC on February 27, 2018.

Item 4. Controls and Procedures.

Education Realty Trust, Inc.

Evaluation of Disclosure Controls and Procedures

The Trust maintains disclosure controls and procedures that are designed to ensure that information required to be
disclosed in the Trust’s filings under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms, and to ensure that such information is accumulated and
communicated to the Trust’s management, including its Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure. The Trust also has investments in unconsolidated
entities which are not under its control. Consequently, the Trust’s disclosure controls and procedures with respect to
these entities are necessarily more limited than those it maintains with respect to its consolidated subsidiaries.

Our management, under the supervision of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of the design and operation of the Trust’s disclosure controls and procedures (as defined in Rule
13a-15(e) or 15d-15(e) of the Exchange Act) as of June 30, 2018. Based upon that evaluation, our Chief Executive
Officer and Chief Financial Officer had concluded that, as of June 30, 2018, the Trust’s disclosure controls and
procedures were effective in causing material information relating to the Trust to be recorded, processed, summarized
and reported by management on a timely basis and to ensure the quality and timeliness of our public disclosures with
SEC disclosure obligations.

Changes in Internal Control Over Financial Reporting

There were no changes in the Trust’s internal control over financial reporting (as defined in Rule 13a-15(f) and
15d-15(f) of the Exchange Act) during the quarter ended June 30, 2018 that materially affected, or are reasonably
likely to materially affect, the Trust’s internal control over financial reporting.

Education Realty Operating Partnership, LP

Evaluation of Disclosure Controls and Procedures
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The Operating Partnership maintains disclosure controls and procedures that are designed to ensure that information
required to be disclosed in the Trust’s filings under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms, and to ensure that such information is accumulated and
communicated to the Operating Partnership’s management, including its Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow timely decisions regarding required disclosure. The Operating Partnership also has
investments in unconsolidated entities which are not under its control. Consequently, the Operating Partnership
disclosure controls and procedures with respect to these entities are necessarily more limited than those it maintains
with respect to its consolidated subsidiaries.
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Our management, under the supervision of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of the design and operation of the Operating Partnership’s disclosure controls and procedures (as defined
in Rule 13a-15(e) or 15d-15(e) of the Exchange Act) as of June 30, 2018. Based upon that evaluation, our Chief
Executive Officer and Chief Financial Officer had concluded that, as of June 30, 2018, the Operating Partnership’s
disclosure controls and procedures were effective in causing material information relating to the Operating Partnership
to be recorded, processed, summarized and reported by management on a timely basis and to ensure the quality and
timeliness of our public disclosures with SEC disclosure obligations.

Changes in Internal Control Over Financial Reporting

There were no changes in the Operating Partnership’s internal control over financial reporting (as defined in Rule
13a-15(f) and 15d-15(f) of the Exchange Act) during the quarter ended June 30, 2018 that materially affected, or are
reasonably likely to materially affect, the Operating Partnership’s internal control over financial reporting.
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PART II - Other Information

Item 1. Legal Proceedings.

We are not currently a party to, nor are any of our communities the subject of, pending material legal proceedings. In
the normal course of business, the Trust is subject to claims, lawsuits and legal proceedings. While it is not possible to
ascertain the ultimate outcome of such matters, in management's opinion, the liabilities, if any, are not expected to
have a material effect on our financial position, results of operations or liquidity.

Item 1A. Risk Factors

The Trust is subject to the risks involved with the ownership and operation of residential real estate near major
universities throughout the United States. The risks include, among others, those normally associated with changes in
the demand for housing by students at the related universities, competition for tenants, creditworthiness of tenants,
changes in tax laws, interest rate levels, the availability of financing and potential liability under environmental and
other laws.

Our Annual Report on Form 10-K for the year ended December 31, 2017 includes detailed discussions of our risk
factors under the heading “Part I, Item 1A. Risk Factors.” Set forth below are certain risk factors in addition to those
previously disclosed in our Annual Report on Form 10-K, which we are including in this quarterly report on Form
10-Q as a result of our entering into the Merger Agreement on June 25, 2018, as further described above. You should
carefully consider the risk factors discussed in our Annual Report on Form 10-K and those set forth below, as well as
the other information in this report, which could materially harm our business, financial condition, results of
operations, growth prospects or the value of our securities.

Risks Related to the Mergers 

There may be unexpected delays in the completion of the Mergers, or the Mergers may not be completed at all.

The Mergers are currently expected to close during the second half of 2018, assuming that all of the conditions in the
Merger Agreement are satisfied or waived. The Merger Agreement provides that either we or Greystar may terminate
the Merger Agreement if the Mergers have not occurred by December 31, 2018. Certain events may delay the
completion of the Mergers or result in a termination of the Merger Agreement. Some of these events are outside the
control of either party. In particular, completion of the Mergers requires the affirmative vote of the holders of at least a
majority of our outstanding common stock as of the record date for the special meeting of stockholders. If the required
vote is not obtained at a special meeting (including any adjournment or postponement thereof) at which the REIT
Merger has been voted upon, either we or Greystar may terminate the Merger Agreement. Under certain
circumstances, we will be required to pay a termination fee of $118,147,254 to Greystar if the Merger Agreement is
terminated. We may incur significant additional costs in connection with any delay in completing the Mergers or
termination of the Merger Agreement, in addition to significant transaction costs, including legal, financial advisory,
accounting and other costs we have already incurred. We can neither assure you that the conditions to the completion
of the Mergers will be satisfied or waived or that any adverse change, effect, event, circumstance, occurrence or state
of facts that could give rise to the termination of the Merger Agreement will not occur, and we cannot provide any
assurances as to whether or when the Mergers will be completed on the terms set forth in the Merger Agreement or at
all.

In addition, under the terms of the Merger Agreement, we may not declare or pay any future dividends to the holders
of our common stock during the term of the Merger Agreement without the prior written consent of Greystar, subject
to certain exceptions. Depending on when the Mergers are consummated, these restrictions may prevent holders of our
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common stock from receiving dividends that they might otherwise have received.

Failure to complete the Mergers in a timely manner or at all could materially and adversely affect our stock price and
future business and financial results.

We can provide no assurance that the Mergers will occur or that the conditions to the Mergers will be satisfied in a
timely manner or at all. Also, we can provide no assurance that an event, change or other circumstance that could give
rise to the termination of the Merger Agreement will not occur. Delays in completing the Mergers or the failure to
complete the Mergers at all could materially and adversely affect our future business and financial results, and, in that
event, the market price of our common stock may decline significantly, particularly to the extent that the current
market price reflects a market assumption that the Mergers will be completed. If the Mergers are delayed for any
reason, we will be subject to several risks, including the
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diversion of management focus and resources from operational matters and other strategic opportunities while
working to complete the Mergers, any of which could materially and adversely affect our business, financial
condition, results of operations and the value of our securities.

The pendency of the Mergers could adversely affect our business and operations.

In connection with the pending Mergers, some of our current or prospective university partners, lenders, joint venture
partners or vendors may delay or defer decisions concerning their business relationships or transactions with us, which
could negatively impact our revenues, earnings, cash flows and expenses, regardless of whether the Mergers are
completed. In addition, under the Merger Agreement, we are subject to certain restrictions on the conduct of our
business prior to completing the Mergers. These restrictions will alter the manner in which we have customarily
conducted our business and may prevent us from pursuing certain acquisitions, dispositions, developments or joint
ventures, incurring indebtedness, undertaking capital expenditures and otherwise pursuing certain other actions, even
if such actions could prove beneficial and may cause us to forego certain opportunities we might otherwise pursue
absent the Merger Agreement. Additionally, the pendency of the Mergers may make it more difficult for us to
effectively recruit, retain and incentivize key personnel and may cause distractions from our strategy and day-today
operations for our current employees and management.

An adverse judgment in a lawsuit challenging the Mergers may prevent the Mergers from becoming effective or from
becoming effective within the expected timeframe.

Our stockholders may file lawsuits challenging the Mergers or the other transactions contemplated by the Merger
Agreement, which may name us and/or our Board as defendants. We cannot assure you as to the outcome of such
lawsuits, including the amount of costs associated with defending these claims or any other liabilities that may be
incurred in connection with the litigation of these claims. If plaintiffs are successful in obtaining an injunction
prohibiting the parties from completing the Mergers on the agreed-upon terms, such an injunction may delay the
completion of the Mergers in the expected timeframe or may prevent the Mergers from being completed altogether.
Whether or not any plaintiff’s claim is successful, this type of litigation may result in significant costs and divert
management’s attention and resources, which could adversely affect the operation of our business.

The Merger Agreement contains provisions that could discourage a potential competing acquirer of the Trust or could
result in any competing acquisition proposal being at a lower price than it might otherwise be.

The Merger Agreement contains provisions that, subject to limited exceptions, restrict the Trust’s ability to solicit,
initiate, knowingly facilitate or encourage any acquisition proposal. With respect to any unsolicited, written, bona fide
acquisition proposal that the Trust receives, if it is deemed to be a superior proposal, Greystar generally has an
opportunity to offer to modify the terms of the Merger Agreement in response to such proposal before EdR’s Board
may withdraw or modify its recommendation to stockholders in response to such acquisition proposal or terminate the
Merger Agreement to enter into a definitive agreement with respect to such acquisition proposal. Upon termination of
the Merger Agreement under circumstances relating to a superior proposal, the Trust may be required to pay a
termination fee of $118,147,254 to Greystar depending on the circumstances giving rise to the termination.

These provisions could discourage a potential competing acquirer that might have an interest in acquiring all or a
significant part of the Trust’s business from considering or making a competing acquisition proposal, even if the
potential competing acquirer was prepared to pay consideration greater than $41.50 per share, the per share cash
consideration to be received by our stockholders pursuant to the Merger Agreement, or might cause a potential
competing acquirer to propose to pay a lower price than it might otherwise have proposed to pay because of the added
expense of the termination fee.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Edgar Filing: Education Realty Trust, Inc. - Form 10-Q

115



Issuer Repurchases of Equity Securities
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The following table summarizes the repurchases during the second quarter of 2018:

Period

Total
Number
of Shares
Purchased

Average
Price
Paid per
Share

Total
Number of
Shares
Purchased
as Part of
Publicly
Announced
Plans or
Programs

Maximum
Number (or
Approximate
Dollar Value)
of Shares that
May Yet Be
Purchased
Under the
Plans or
Programs

April 1 – 30, 2018— $ —— —
May 1 – 31, 2018 — $ —— —
June 1 – 30, 2018 — $ —— —
Total — $ —— —

Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan

In September 2012, the Trust adopted the Amended and Restated Dividend Reinvestment and Direct Stock Purchase
Plan (the "DRSPP"). In connection with the approval of the Mergers, the Board voted to terminate the DRSPP, such
termination effective as of the effective time of the Mergers. The Board also voted to suspend the DRSPP indefinitely
effective on June 25, 2018.

During the three months ended June 30, 2018, in connection with the DRSPP, we directed the plan administrator to
purchase 145 shares of our common stock in the open market for a total of $5,070 pursuant to the dividend
reinvestment component of the DRSPP with respect to our dividend for the second quarter of 2018. We also directed
the plan administrator to purchase 246 shares of our common stock for $8,348 in the aggregate in the open market for
investors pursuant to the direct stock purchase component of the DRSPP. The following chart summarizes these
purchases of our common stock for the three months ended June 30, 2018.

Period

Total
Number
of Shares
Purchased(1)

Average
Price
Paid per
Share

Total
Number of
Shares
Purchased
as Part of
Publicly
Announced
Plans or
Programs

Maximum
Number (or
Approximate
Dollar Value)
of Shares that
May Yet Be
Purchased
Under the
Plans or
Programs

April 1 – 30, 201860 $ 32.81 — —
May 1 – 31, 2018 302 $ 33.88 — —
June 1 – 30, 2018 29 $ 40.88 — —
Total 391 $ 34.32 — —
(1) All shares of common stock were purchased in the open market pursuant to the terms of our DRSPP. Our Board of
Directors authorized the issuance of 4,000,000 shares of common stock under the DRSPP.

Recent Sales of Unregistered Securities

None.
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Item 3. Defaults Upon Senior Securities.

Not Applicable.

Item 4. Mine Safety Disclosures.

Not Applicable.

Item 5. Other Information.

None.

Item 6. Exhibits.
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The exhibits on the accompanying Exhibit Index are filed, furnished or incorporated by reference (as stated therein) as
part of this Report.
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INDEX TO EXHIBITS
Exhibit
Number Description

2.1

Agreement and Plan of Merger, dated as of June 25, 2018, by and among GSHGIF LTP, LP, GSHGIF REIT,
GSHGIF Acquisition LP, GSHGIF DownREIT LP, Education Realty Trust, Inc., Education Realty
Operating Partnership, LP, University Towers Operating Partnership, LP, Education Realty OP GP, Inc. and
University Towers OP GP, LLC (Pursuant to Item 601(b)(2) of Regulation S-K, the schedules to the
Agreement and Plan of Merger have been omitted and Education Realty Trust, Inc. agrees to furnish
supplementally a copy of any such omitted schedules to the SEC upon request) (Incorporated by reference to
Exhibit 2.1 to the Trust’s and the Operating Partnership’s Current Report on Form 8-K, filed on June 25,
2018).

3.1

Second Articles of Amendment and Restatement of Education Realty Trust, Inc., as supplemented
(Incorporated by reference to Exhibit 3.1 to the Trust’s Quarterly Report on Form 10-Q, filed on November 7,
2014).

3.2 Second Amended and Restated Bylaws of Education Realty Trust, Inc. (Incorporated by reference to Exhibit
3.2 to the Trust's Annual Report on Form 10-K, filed on February 27, 2018).

3.3

First Amendment to the Second Amended and Restated Bylaws of Education Realty Trust, Inc. (Incorporated
by reference to Exhibit 3.1 to the Trust’s and the Operating Partnership’s Current Report on Form 8-K, filed
on June 25, 2018).

4.1 Form of Certificate for Common Stock of Education Realty Trust, Inc. (Incorporated by reference to Exhibit
4.1 to the Trust’s Annual Report on Form 10-K, filed on March 16, 2010).

4.2

Indenture by and among Education Realty Operating Partnership, LP, Education Realty Trust, Inc., as
guarantor, and U.S. Bank National Association, as trustee, dated November 7, 2014 (Incorporated by
reference to Exhibit 4.6 to the Trust’s and the Operating Partnership’s joint Registration Statement on Form
S-3 (File No. 333-199988), filed on November 7, 2014).

4.3

First Supplemental Indenture by and among Education Realty Operating Partnership, LP, Education Realty
Trust, Inc., as guarantor, and U.S. Bank National Association, as trustee (Incorporated by reference to
Exhibit 4.1 to the Trust’s and the Operating Partnership’s Current Report on Form 8-K, filed on November 25,
2014).

10.1

Excise Tax Gross-Up Agreement by and between Education Realty Trust, Inc. and Randall L. Churchey,
dated as of June 25, 2018 (Incorporated by reference to Exhibit 10.1 to the Trust’s and the Operating
Partnership’s Current Report on Form 8-K, filed on June 25, 2018).

10.2

Excise Tax Gross-Up Agreement by and between Education Realty Trust, Inc. and Edwin B. Brewer, Jr.,
dated as of June 25, 2018 (Incorporated by reference to Exhibit 10.2 to the Trust’s and the Operating
Partnership’s Current Report on Form 8-K, filed on June 25, 2018).

10.3

Excise Tax Gross-Up Agreement by and between Education Realty Trust, Inc. and Thomas Trubiana, dated
as of June 25, 2018 (Incorporated by reference to Exhibit 10.3 to the Trust’s and the Operating Partnership’s
Current Report on Form 8-K, filed on June 25, 2018).

10.4

Excise Tax Gross-Up Agreement by and between Education Realty Trust, Inc. and Christine Richards, dated
as of June 25, 2018 (Incorporated by reference to Exhibit 10.4 to the Trust’s and the Operating Partnership’s
Current Report on Form 8-K, filed on June 25, 2018).

10.5 Excise Tax Gross-Up Agreement by and between Education Realty Trust, Inc. and Lindsey Mackie, dated as
of June 25, 2018 (Incorporated by reference to Exhibit 10.5 to the Trust’s and the Operating Partnership’s
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Current Report on Form 8-K, filed on June 25, 2018).

31.1 Education Realty Trust, Inc. - Certificate of Chief Executive Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.*

31.2 Education Realty Trust, Inc. - Certificate of Chief Financial Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.*

31.3 Education Realty Operating Partnership, LP - Certificate of Chief Executive Officer pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.*

31.4 Education Realty Operating Partnership, LP - Certificate of Chief Financial Officer pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.*

32.1 Education Realty Trust, Inc. - Certificate of Chief Executive Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, furnished herewith.

32.2 Education Realty Trust, Inc. - Certificate of Chief Financial Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, furnished herewith.

32.3 Education Realty Operating Partnership, LP - Certificate of Chief Executive Officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, furnished herewith.

32.4 Education Realty Operating Partnership, LP - Certificate of Chief Financial Officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, furnished herewith.

101. INS XBRL Instance Document**
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Exhibit
Number Description

101. SCH XBRL Taxonomy Extension Schema Document**
101. CAL XBRL Taxonomy Extension Calculation Linkbase Document**
101. LAB XBRL Taxonomy Extension Label Linkbase Document**
101. PRE XBRL Taxonomy Extension Presentation Linkbase Document**
101. DEF XBRL Taxonomy Extension Definition Linkbase Document**

* Filed herewith.

**

Attached as Exhibit 101 to this Quarterly Report on Form 10-Q are the following materials, formatted in XBRL
(eXtensible Business Reporting Language): (i) the unaudited Condensed Consolidated Balance Sheets as of June
30, 2018 and December 31, 2017, (ii) the unaudited Condensed Consolidated Statements of Income and
Comprehensive Income for the three and six months ended June 30, 2018 and 2017, (iii) the unaudited Condensed
Consolidated Statements of Changes in Equity for the six months ended June 30, 2018 and 2017, (iv) the unaudited
Condensed Consolidated Statements of Cash Flows for the six months ended June 30, 2018 and 2017 and (v) the
Notes to Condensed Consolidated Financial Statements (unaudited).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Education Realty Trust, Inc. 
Date: August 8, 2018 By:  /s/ Randy Churchey

Randy Churchey
Chief Executive Officer and Chairman of the Board of Directors

By:  /s/ Edwin B. Brewer, Jr.
Edwin B. Brewer, Jr.
Executive Vice President and Chief Financial Officer

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Education Realty Operating Partnership, LP

     By: Education Realty OP GP, Inc., its general partner
Date: August 8, 2018           By:  /s/ Randy Churchey

Randy Churchey
Chief Executive Officer and Chairman of the Board of Directors

By:  /s/ Edwin B. Brewer, Jr.
Edwin B. Brewer, Jr.
Executive Vice President and Chief Financial Officer
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