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September 13, 2016 Company Update
Farmland Partners to Acquire American Farmland Co. in
Stock-for-Stock Transaction
Summary and Recommendation
On the morning of September 12, Farmland Partners Inc. (FPI – Outperform) announced that it
had entered into an agreement to acquire American Farmland Company (AFCO – Outperform)
in a stock-for-stock transaction, creating the largest publicly traded farmland REIT. The merger is
expected to grow FPI's total acreage by 15% and should yield a combined company with a market
cap of roughly $360 million based on yesterday's close. We view the acquisition as a positive
for shareholders of FPI as the new company should benefit from increased scale, better access
to capital, a more attractive cost of capital, and cost-related synergies, which should ultimately
drive AFFO growth. We believe that increased earnings power will further support the company's
quarterly dividend of $0.1275, which currently offers a ~4.5% yield to buyers at these levels.
Reflecting the announcement, as well as some adjustments made to our AFFO assumptions, we are
increasing our FPI estimates for FY16 AFFO per share to $0.38 from $0.19 and our FY17 AFFO per
share estimate to $0.48 from $0.26. We are also modestly increasing our NAV per share estimate
for FPI from $12.03 to $12.09.

Key Points
■ FPI to benefit from synergies and earnings accretion. The acquisition will yield a larger and

more diversified platform. We believe that the company's increased scale will result in better
access to the debt capital markets as a source of funding growth and a more attractive cost
of capital as well. On a pro forma basis, the acquisition is expected to increase total revenues
by 62% in FY16 to $42 million from $26 million. FPI expects to eliminate certain administrative
expenses and costs related to being a public company. The company also expects to recognize
10% AFFO accretion in FY17 and 20% AFFO accretion upon all cost-saving initiatives being
recognized. AFCO also has four farms in development that should come on line over the next
three years, adding an additional $2.7 million of revenue.

■ Still more growth to come. Management noted that it has no intention of slowing down its
growth despite making such a sizable acquisition. We do not think that another "AFCO-sized"
deal is on the horizon necessarily, but we do think the company has some smaller potential
acquisitions in the pipeline that will come before the AFCO transaction officially closes. AFCO
runs leverage at a more conservative level than FPI given the riskier nature of its portfolio,
which should effectively de-leverage the company upon the deal closing. With that in mind,
we think FPI can look to take on more debt capital to fund future growth in FY17.

■ Pro forma portfolio snapshot. The combined company will have total farmland assets in excess
of $850 million and 293 farms with a total acreage of roughly 133,000 acres. The portfolio
will be diversified throughout 16 states and will have more than 25 major crop types. The
management team articulated on its conference call that the AFCO portfolio brings it much
more in line with its target portfolio mix, with 74% of the portfolio consisting of permanent and
specialty crops and 26% of the portfolio consisting of row crops. Additionally, the acquisition
now puts the company in the California market, which is a desirable geography.

■ Terms of the deal. FPI has agreed to acquire 100% of AFCO's outstanding common stock
in a stock-for-stock transaction. The exchange ratio is 0.7417x, and shareholders of FPI are
expected to own 65% of the new company, whereas AFCO shareholders are expected to own
35%. We believe this values the company at a market cap of approximately $140 million, or a
33% premium to the company's current market cap of $105 million. We estimate that the deal
values AFCO at roughly 80% of net asset value. Under the terms of the deal, AFCO Chairman
D. Dixon Boardman and CEO Thomas S.T. Gimbel will join FPI's board of directors, and Robert
Cowan, AFCO's president and CIO, will join FPI as president. The transaction is expected to
close sometime in late 4Q16 or early 1Q17.

Important disclosures can be found on pages 11 - 15 of this report.
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Pro Forma NAV Suggests Shares Are Trading at a Discount 
We calculate the net asset value (NAV) of the combined company to be approximately $418 million, 
or $12.09 on a per share basis. To derive our NAV estimate, we assigned a blended cap rate of 4.75% 
on the total in-place NOI of both FPI and AFCO to first calculate the market value of real estate 
assets. We then added in other assets and subtracted the debt and other liabilities of both 
companies, which brought us to our estimate. Using the stated exchange ratio of 0.7417x, we 
calculated a pro forma share count of 34.6 million.  

With shares of FPI currently trading at $10.42, our analysis suggests that the company is currently 
valued at a 14% discount to its NAV. Our $12 price target equates to a 1.0x NAV multiple, which we 
view to be appropriate given the stability of the asset class and the enhanced scale/liquidity 
profile following the completion of the AFCO acquisition. 

Pro Forma Net Asset Value Analysis 

 
Share price as of market close on September 12, 2016. 
Share count does not include common stock issued outside of AFCO transaction.  
$ in thousands, except per share. 

Source: Company documents and FBR Research 

FPI FY16E in-place cash NOI 23,826

AFCO FY16E in-place cash NOI 12,599

Total in-place cash NOI 36,425

Cap rate 4.75%

Market value of real estate 766,851

Add:

FPI cash 32,464

AFCO cash 2,374

FPI other assets 7,445

AFCO other assets 2,052

Total market value of assets 811,186

Less: 

FPI debt 297,289

AFCO debt 80,950

FPI other liabilities 7,226

AFCO other liabilities 7,719

Total liabilities 393,184

Net asset value 418,002

Pro forma sharecount 34,567

NAV per share $12.09

Current FPI share price $10.42

Premium (discount) to NAV -13.8%

Implied market cap 360,185

Implied market value of assets 709,034

Implied cap rate 5.1%

Total acreage 133,000

Implied price per acre 5,766

Institutional Brokerage, Research, and Investment Banking© 2016 FBR & Co.
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Enhanced Operating Leverage Could Be Accretive to AFFO 
G&A Forecast As a Percentage of Gross Real Estate Assets  

  
Assumes the AFCO acquisition closes in early 1Q17. 

Source: Company documents and FBR Research 

Management noted in its conference call that it expects to achieve material cost-saving synergies 
through the transaction as it looks to consolidate company headquarters, reduce head count, and 
cut out overlapping public company administrative costs. As such, we believe FPI should be able to 
reduce its G&A as a percentage of gross real estate assets to a level more in line with traditional REIT 
peers. 

 Reflecting the cost savings mentioned above, the company guided to 10% AFFO accretion in 
FY16 and 20% AFFO accretion upon all cost-related synergies being recognized. Importantly, this 
guidance does not include any potential benefit from an improved cost of capital or better deal 
sourcing that it may recognize given the enhanced scale of the platform. 

 As we highlight in the chart above, management guided to G&A as a percentage of gross real 
estate assets in the range of 60 bps to 70 bps upon fully recognizing cost-related synergies. We 
currently believe the company can achieve close to 80 bps by the end of FY17 and expect FPI 
to hone in on its guidance range in FY18 as it continues to take expenses out of the platform 
and also recognizes synergies linked to being a larger platform on the revenue side. 
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Pro Forma Company Snapshot 
Pro Forma Company Metrics 

  
AFCO total acreage does not include 2,000 acres of developmental land. 
Enterprise value is based off of 09/09/2016 30-day VWAP market cap and balance sheet items as of 6/30/2016. 

Source: Company documents and FBR Research 

Portfolio by Crop Type  Portfolio by Geography 

  

Source: Company documents and FBR Research 

Farmland Partners Inc.—Company Overview 
Farmland Partners is an internally managed REIT that owns primarily row crop farmland, which 
includes grains (such as corn, wheat, and rice), oilseeds (such as soybeans and rapeseed), forage 
crops (such as alfalfa, grass hay, and corn silage), and cotton.  

As of August 9, 2016, the company had 270 farms with 115,214 acres owned or under contract 
across 14 states. This includes four farms with 3,974 acres under contract. This compares to just 73 
farms and 48,348 acres as of January 2015. The company also originates loans for farmers to help 
finance farm operations and upkeep.  

FPI AFCO Pro Forma Company

Enterprise Value ($000s) 607,636 200,128 856,788

Net Debt to Enterprise Value 44% 39% 40%

Number of Farms 272 21 293

Total Acres 115,300 17,800 133,000

Row Crops, 
26.0%

Permanent & 
Specialty 

Crops, 74.0%

West Coast, 
31.0%

Corn Belt, 
29.0%

High Plains, 
8.0%

Delta, 12.0%

Southeast, 
21.0%
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Acres Owned or under Contract by Region  

  
Includes owned and under contract. 
As of August 9, 2016. 

Source: Company documents and FBR Research 

Total Acres Owned by Geography  

 
As of June 30, 2016 

Source: Company documents and FBR Research 
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Rental Income Recognized by Geography  

 
Through the six months ended June 30, 2016 

Source: Company documents and FBR Research 

American Farmland Company—Company Overview 
American Farmland Company is an internally managed REIT that owns and develops farmland 
throughout the U.S. Importantly, American Farmland does NOT directly farm the properties; it is 
simply the owner of the properties. As of June 30, 2016, American Farmland’s portfolio comprised 22 
properties with more than 18,322 gross acres (14,979 tillable acres) that stretch across 13 states with 
21 different crops. 

Property Summary  

 
As of June 30, 2016. 
$ in thousands. 

Source: Company documents and FBR Research 

Portfolio Attributes 
The company’s portfolio as attributed by total appraised market value is comprised of the following: 

 48% permanent crops: plant, vine, or tree structures that produce yearly crops without having 
to be replanted (e.g., almonds, walnuts, pistachios, grapes, lemons, citrus, and avocados). 

 7% specialty/vegetable row crops: planted annually but may have longer life spans up to several 
years (e.g., strawberries, onions, peppers, melons, and peanuts). 

 20% commodity row crops: planted and harvested annually (e.g., corn, wheat, soybeans, and 
rice). 

 25% farmland for development that is intended to grow wine grapes, citrus, pistachios, 
avocados, and lemons.  

Illinois, 28.6%

Colorado, 12.7%

Texas, 1.6%

South Carolina, 23.7%

North Carolina, 7.4%

Nebraska, 9.6%

Arkansas, 7.6%

Mississippi, 3.1%

Louisiana, 0.5% Virginia, 1.8%
Kansas, 0.0% Georgia, 0.8%

Michigan, 2.6%

Farm Type

Number 

of Farms

Tillable 

Acres

Gross 

Acres

Net Book 

Value % Allocation

Permanent crop 10 5,428 6,826 147,059 62%

Specialty/vegetable row crop 3 3,644 4,502 24,054 10%

Commodity row crop 4 4,446 4,726 32,560 14%

Farmland development 5 1,461 2,268 33,224 14%

Total 22 14,979 18,322 236,896 100%

Institutional Brokerage, Research, and Investment Banking© 2016 FBR & Co.
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Appraised Value of Portfolio by Crop Type  

  
As of June 30, 2016 

Source: Company documents and FBR Research 

 Approximately 81% of American Farmland’s gross acres are currently located in California, 
Florida, and Illinois. 

 These three states accounted for 36%, 27%, and, 18%, respectively, of American Farmland’s 
2016 contractual rent through 2Q16. 

Farmland Crop Type Overview 
Farm crops can generally be divided into two principal categories: annual row crops and permanent 
crops.  

 Annual row crops are planted and harvested annually or more frequently. Annual row crops can 
be further divided into two subcategories: primary row crops and fresh produce. Primary row 
crops include grains (such as corn, wheat, and rice), oilseeds (such as soybeans and rapeseed), 
forage crops (such as alfalfa, grass hay, and corn silage), and cotton. Fresh produce generally 
encompasses nonpermanent fruits and vegetables such as strawberries, lettuce, melons, and 
peppers.  

 Permanent crops, such as oranges, apples, almonds, and grapes, have plant structures that 
produce yearly crops without being replanted. 

 We think investors in permanent crops should be rewarded with higher returns, as there is 
more risk than with row crops. For example, permanent crops take longer to grow and mature 
before generating yield or output. Additionally, if a permanent planting becomes damaged to 
due weather, fire, disease, etc., it can take substantially longer to regrow the planting than a row 
crop, which is replanted again and again every year.  
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Investment Risks 

FPI - Farmland Partners Inc. 
Geographic concentration risk. The company’s ownership of farmland is generally concentrated in 
Colorado, North Carolina, South Carolina, and Arkansas. Adverse developments related to weather, 
economic, or regulatory changes in these locations could negatively affect results. 

Asset concentration risk. Farmland Partners’ properties typically grow primary row crops, including 
corn, soybeans, and wheat. Lower prices on these types of crops could have potential adverse 
consequences for the company. 

Short lease terms. The company’s leases generally expire within one to three years. There is risk that 
the company may not be able to secure the same or new tenants for its properties and/or may be 
subject to lower rents upon renewal or lease. 

Interest rate risk. The company may use debt to finance acquisitions, which leads to the potential for 
negative development upon interest rate volatility. Additionally, real estate values are generally 
negatively correlated to interest rates. 

Related-party ownership risk. Year to date through September 30, 2015, 23% of rental income 
recognized was to Astoria Farms and Hough Farms, which are related parties. These farms are leased 
to Paul Pittman, Farmland Partners’ CEO, and other related parties. If Mr. Pittman were not to renew 
his leases, this could have a materially negative impact on the business. In addition, these leases 
were not negotiated on an arms-length basis, and the terms, including rent and other items, may not 
be as favorable to the company as if the leases had been negotiated with an unaffiliated third party. 
These related-party transactions are clearly acknowledged in the company’s SEC public filings. 

 

AFCO – American Farmland Company 
Geographic concentration risk. The company’s ownership of farmland is generally concentrated in 
California, Florida, and Illinois. Adverse developments related to weather, economic, or regulatory 
changes in these locations could negatively affect results. 

Commodity price risk. Volatility in crop prices could negatively affect farmland prices, which could 
lead to a lower valuation of American Farmland’s investments and thus the company’s stock. 

Lease structure risk. American Farmland’s investments in permanent crop farms have participating 
leases. Because the company invests in properties under participating leases, some of the cash flow 
is tied to the performance of the farm, thus exposing the company to risks including declining crop 
prices, lower-than-average crop production, interest rate risk, and risk of farmers being unable to 
take advantage of market rates. 

Development risk. Developmental properties have a longer period between development and 
positive operating cash flow than other investment property types, as well as increased risks of 
higher development costs, lower profitability of newly developed farms, and possibly higher ongoing 
costs. 

Interest rate risk. The company may use debt to finance acquisitions, which leads to the potential for 
a negative development upon interest rate volatility. Additionally, real estate values are generally 
thought to be negatively correlated to interest rates. 

Sub-advisor risk. American Farmland uses a sub-advisor, Prudential Agricultural Investments (PAI), 
which is a unit of Prudential Financial, Inc. PAI provides American Farmland with various investment, 
acquisition, and property management services. If American Farmland does not renew its sub-
advisory agreement with PAI, the company could be negatively affected. 

Institutional Brokerage, Research, and Investment Banking© 2016 FBR & Co.
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Income Statement—Farmland Partners Inc. (FPI) 
$ in thousands, except per share 

 
Proprietary to FBR Capital Markets & Co. September 13, 2016 
Jessica Levi-Ribner . 703.312.9618 . jlribner@fbr.com 

Source: Company reports and FBR Research 

1Q15A 2Q15A 3Q15A 4Q15A 2015E 1Q16A 2Q16A 3Q16E 4Q16E 2016E 1Q17E 2Q17E 3Q17E 4Q17E 2017E

Operating revenue

Rental income 2,030 2,788 4,047 4,682 13,548 4,417 5,881 6,572 7,003 23,872 8,406 9,462 9,924 10,167 37,959

Other revenue 18 55 64 206 95 62 144 507 210 239 253 253 956

Tenant reimbursements 73 96 104 (138) 135 69 55 234 244 602 308 347 356 365 1,375

Total operating revenue 2,103 2,884 4,169 4,600 13,747 4,692 6,031 6,868 7,390 24,981 8,924 10,048 10,533 10,785 40,290

Expenses

Depreciation 173 203 237 280 893 317 365 358 373 1,414 467 479 491 503 1,940

Property taxes 200 259 338 306 1,104 440 541 585 610 2,176 771 867 889 911 3,439

Acquisition and due diligence costs 11 57 112 81 260 57 48 50 50 205 75 75 75 75 300

General and administrative 875 989 1,112 1,216 4,192 1,526 1,657 1,600 1,600 6,383 1,850 1,800 1,700 1,700 7,050

Legal and professional fees 268 162 216 444 1,090 367 186 185 185 923 185 185 185 185 740

Other operating expenses 0 89 0 0 0 89 0 0 0 0 0

Total operating expenses 1,528 1,670 2,015 2,327 7,539 2,796 2,797 2,778 2,818 11,190 3,348 3,406 3,340 3,374 13,469

Operating income (loss) 576 1,213 2,154 2,273 6,208 1,896 3,234 4,090 4,572 13,791 5,576 6,641 7,193 7,410 26,821

Other income 0 0 (98) 0 (98) (28) (33) 0 0 (61) 0 0 0 0 0

Interest expense 773 1,069 1,391 1,384 4,616 3,854 1,950 1,982 2,092 9,878 2,224 2,408 2,591 2,775 9,998

Income tax expense 0.0 0.0 4.4 6 10.0 0 0 0 0 0 0 0 0 0 0.0

Net income (loss) from continuing operations before non-controlling interest (197) 145 858 883 1,690 (1,930) 1,317 2,107 2,480 3,975 3,353 4,234 4,602 4,635 16,823

Net loss (income) attributable to non-controlling interests - OP 40 (34) (184) (182) (360) 475 (408) (755) (888) (1,576) (681) (849) (923) (929) (3,382)

Net loss (income) attributable to redeemable non-controlling interests - OP 0 (4) (49) (49) (102) 101 (37) (116) (136) (188) (184) (233) (253) (255) (925)

Net (loss) income attributable to the company (156) 107 624 653 1,228 (1,354) 872 1,237 1,456 2,211 2,487 3,152 3,426 3,451 12,516

Non-forfeitable dividends allocated to unvested restricted shares (25) (18) (19) (18) (80) (30) (23) (18) (18) (89) (18) (18) (18) (18) (72)

Dividends on redeemable, common units 0 (113) (113) (113) (338) (113) 0 0 0 (113) 0 0 0 0 0

Dividends on redeemable , preferred units 0 0 0 0 0 (283) (887) (886) (886) (2,943) (886) (886) (886) (886) (3,545)

Net loss available to common stockholders of Farmland Partners Inc. (181) (24) 492 522 810 (1,780) (38) 333 551 2,009 1,583 2,248 2,522 2,547 12,444

EPS, diluted ($0.02) ($0.00) $0.04 $0.04 $0.08 ($0.15) ($0.00) $0.03 $0.04 $0.16 $0.06 $0.08 $0.09 $0.09 $0.45

FFO, diluted ($0.00) $0.03 $0.07 $0.07 $0.20 ($0.09) $0.09 $0.13 $0.15 $0.29 $0.11 $0.14 $0.15 $0.15 $0.54

AFFO, diluted $0.04 $0.16 $0.11 $0.12 $0.45 $0.11 $0.06 $0.10 $0.12 $0.38 $0.10 $0.12 $0.13 $0.13 $0.48

Dividend per share $0.12 $0.13 $0.13 $0.13 $0.50 $0.13 $0.13 $0.13 $0.13 $0.51 $0.13 $0.13 $0.13 $0.13 $0.51

FFO

Net income (loss) from continuing operations before non-controlling interest (197) 145 858 883 1,689 (1,930) 1,317 2,107 2,480 3,975 3,353 4,234 4,602 4,635 16,823

Depreciation 173 203 237 280 893 317 365 358 373 1,414 467 479 491 503 1,940

FFO, diluted (24) 348 1,095 1,163 2,582 (1,613) 1,682 2,466 2,854 5,388 3,820 4,713 5,093 5,138 18,764

Crop year adjusted revenue 70 1,099 295 303 1,767 1,101 0 0 0 1,101 0 0 0 0 0

Stock-based compensation 239 241 229 233 942 243 314 250 250 1,057 250 250 250 250 1,000

Indirect equity offering costs 0 0 10 24 34 24 24 24 24 96 24 24 24 24 96

Real estate acquisition related audit fees 70 20 17 147 254 2,294 0 0 0 2,294 0 0 0 0 0

Real estate related acquisition and due diligence 11 57 112 81 260 77 66 50 50 243 75 75 75 75 300

Distributions on Preferred units 0 0 0 0 0 (283) (887) (887) (887) (2,944) (887) (887) (887) (887) (3,548)

AFFO, diluted 366 1,765 1,757 1,950 5,838 1,843 1,199 1,903 2,291 7,235 3,282 4,175 4,555 4,600 16,612

Weighted average common shares outstanding 7,530 7,893 11,158 11,851 9,619 11,834 12,146 12,494 12,494 12,242 27,338 27,792 27,792 27,792 27,678

Weighted average common shares + OP units outstanding 9,689 11,243 15,476 16,158 13,060 17,463 19,115 19,464 19,464 18,876 34,307 34,761 34,761 34,761 34,647

Common shares + OP units outstanding 9,689 12,797 16,300 16,286 16,286 18,894 19,591 19,591 19,591 19,591 35,476 35,476 35,476 35,476 35,476

Institutional Brokerage, Research, and Investment Banking© 2016 FBR & Co.
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Balance Sheet—Farmland Partners Inc. (FPI) 
$ in thousands, except per share 

 
Proprietary to FBR Capital Markets & Co. September 13, 2016 
Jessica Levi-Ribner . 703.312.9618 . jlribner@fbr.com 

Source: Company reports and FBR Research 

1Q15A 2Q15A 3Q15A 4Q15A 2015E 1Q16A 2Q16A 3Q16E 4Q16E 2016E 1Q17E 2Q17E 3Q17E 4Q17E 2017E

Assets

Land 162,931 269,123 281,315 290,828 290,828 524,285 534,389 559,389 584,389 584,389 740,435 760,435 780,435 800,435 800,435

Grain facilities 2,651 2,651 4,260 4,830 4,830 5,447 5,447 5,447 5,447 5,447 5,447 5,447 5,447 5,447 5,447

Groundwater 5,631 6,333 6,333 6,333 6,333 7,767 8,401 8,401 8,401 8,401 8,401 8,401 8,401 8,401 8,401

Irrigation improvements 5,652 9,717 11,130 11,909 11,909 13,851 15,244 15,244 15,244 15,244 15,244 15,244 15,244 15,244 15,244

Drainage improvements 783 1,073 1,531 1,641 1,641 2,755 2,860 2,860 2,860 2,860 2,860 2,860 2,860 2,860 2,860

Permanent plantings 0 0 1,168 1,168 1,168 1,845 1,845 1,845 1,845 1,845 1,845 1,845 1,845 1,845 1,845

Other real estate assets 644 681 933 913 913 1,363 1,363 1,363 1,363 1,363 1,363 1,363 1,363 1,363 1,363

Construction in progress 1,927 1,953 216 286 286 603 2,899 2,899 2,899 2,899 2,899 2,899 2,899 2,899 2,899

Real estate, at cost 180,218 291,529 306,886 317,908 317,908 557,916 572,448 597,448 622,448 622,448 778,494 798,494 818,494 838,494 838,494

Accumulated depreciation (950) (1,154) (1,391) (1,671) (1,671) (1,988) (2,353) (2,711) (3,085) (3,085) (3,552) (4,031) (4,522) (5,025) (5,025)

Total real estate, net 179,268 290,376 305,495 316,238 316,238 555,928 570,095 594,737 619,363 619,363 774,942 794,463 813,972 833,469 833,469

FPI loan receivables 0 0 1,806 2,812 2,812 2,760 1,134 3,186 6,812 6,812 7,812 8,812 8,812 8,812 8,812

Deposits 947 283 227 765 765 264 2,815 2,815 2,815 2,815 2,815 2,815 2,815 2,815 2,815

Cash and cash equivalents 18,184 20,820 42,505 23,514 23,514 35,732 32,464 20,647 12,643 12,643 51,339 60,870 71,780 82,736 82,736

Deferred financing fees, net 408 386 0 0 0 0 0 0 0 0 0 0 0 0 0

Deferred offering costs 0 188 286 267 267 267 238 238 238 238 238 238 238 238 238

Accounts receivable 363 332 1,141 703 703 1,721 1,949 1,949 1,949 1,949 1,949 1,949 1,949 1,949 1,949

Inventory 0 184 199 249 249 225 390 390 390 390 390 390 390 390 390

Other 311 417 432 407 407 941 919 919 919 919 919 919 919 919 919

Total assets 199,480 312,986 352,090 344,954 344,954 597,838 610,004 624,880 645,129 645,129 840,404 870,455 900,875 931,328 931,328

Liabilities

Mortgage notes payable 107,776 183,453 190,061 187,074 187,074 289,604 297,289 312,289 332,289 332,289 362,289 392,289 422,289 452,289 452,289

Dividends payable 1,130 1,632 2,060 2,060 2,060 2,404 2,498 2,498 2,498 2,498 2,498 2,498 2,498 2,498 2,498

Bonds payable 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Accrued interest 496 559 1,457 681 681 1,539 1,478 1,478 1,478 1,478 1,478 1,478 1,478 1,478 1,478

Accrued property taxes 281 386 565 765 765 923 892 892 892 892 892 892 892 892 892

Deferred revenue 5,913 10,160 7,383 4,854 4,854 12,045 8,795 8,795 8,795 8,795 8,795 8,795 8,795 8,795 8,795

Accrued expenses 733 1,216 1,338 1,292 1,292 1,361 2,358 2,358 2,358 2,358 2,358 2,358 2,358 2,358 2,358

Total liabilities 116,329 197,406 202,864 196,726 196,726 307,876 313,310 328,310 348,310 348,310 378,310 408,310 438,310 468,310 468,310

Commitments and contingencies

Redeemable non-controlling interest in OP, common 0 9,757 9,558 9,694 9,694 9,519 0 0 0 0 0 0 0 0 0

Redeemable non-controlling interest in OP, preferred 0 0 0 0 0 117,283 118,170 118,170 118,170 118,170 118,170 118,170 118,170 118,170 118,170

Equity

Common stock 76 84 118 118 118 118 130 130 130 130 130 130 130 130 130

Additional paid-in capital 69,857 80,876 114,796 114,783 114,783 118,171 130,138 130,138 130,138 130,138 296,184 296,184 296,184 296,184 296,184

Retained earnings (725) (618) 6 659 659 (695) 177 53 301 301 (470) (418) 1 454 454

Distribution in excess of earnings (3,034) (4,133) (5,661) (7,188) (7,188) (8,728) (10,470) (10,470) (10,470) (10,470) (10,470) (10,470) (10,470) (10,470) (10,470)

Members' deficit 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Non-controlling interest in operating partnership 16,978 29,614 30,409 30,162 30,162 54,294 58,549 58,549 58,549 58,549 58,549 58,549 58,549 58,549 58,549

Total equity 83,151 105,823 139,668 138,534 138,534 163,160 178,524 178,400 178,648 178,648 343,923 343,975 344,395 344,848 344,848

Debt/gross real estate 59.8% 62.9% 61.9% 58.8% 51.9% 51.9% 52.3% 53.4% 46.5% 49.1% 51.6% 53.9%

Debt+preferred/gross real estate 59.8% 62.9% 61.9% 58.8% 72.9% 72.6% 72.0% 72.4% 61.7% 63.9% 66.0% 68.0%

Debt/gross assets 53.8% 58.4% 53.8% 54.0% 48.3% 48.5% 49.8% 51.3% 42.9% 44.9% 46.6% 48.3%

Debt+preferred/gross assets 53.8% 58.4% 53.8% 54.0% 67.8% 67.8% 68.6% 69.5% 56.9% 58.4% 59.7% 60.9%

Debt/EBITDA 23.7x 16.2x 15.1x 14.1x 19.6x 18.4x 16.4x 15.8x 14.2x 13.0x 13.1x 13.6x

EBITDA/interest 1.5x 2.7x 2.3x 2.4x 1.0x 2.1x 2.4x 2.5x 2.9x 3.1x 3.1x 3.0x
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Important Information
FBR is the global brand for FBR & Co. and its subsidiaries.

This report has been prepared by FBR Capital Markets & Co. (FBRC), a subsidiary of FBR & Co.

FBRC is a broker-dealer registered with the SEC and member of FINRA, the NASDAQ Stock Market and the Securities Investor
Protection Corporation (SIPC). The address for FBRC is 1300 North 17th Street Suite 1400, Arlington, VA 22209.

FBR Capital Markets LT, Inc. is an affiliate of FBRC and provides services for trading non-securities products.

All references to FBR & Co. mean FBR Capital Markets & Co. (FBRC) and its affiliates.

Company-Specific Disclosures
FBR, and/or FBR Affiliate(s), has managed or co-managed a public offering of the company's securities and has received
compensation for investment banking services from the company as a client of FBR, and/or FBR Affiliates, during the past
twelve months: American Farmland Company.

FBR, and/or FBR Affiliate(s), has received compensation for investment-banking services from the company during the past
twelve months: American Farmland Company.

For up-to-date company disclosures including price charts, please click on the following link or paste URL in a web browser: 
www.fbr.com/disclosures

General Disclosures
Information about the Research Analyst Responsible for this report:

The primary analyst(s) covering the issuer(s), Jessica Levi-Ribner, certifies (certify) that the views expressed herein accurately
reflect the analyst's personal views as to the subject securities and issuers and further certifies that no part of such analyst's
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the
analyst in the report. The analyst(s) responsible for this research report has received and is eligible to receive compensation,
including bonus compensation, based on FBR’s overall operating revenues, including revenues generated by its investment
banking activities.

Information about FBR's Conflicts Management Policy:

Our Research conflicts management policy is available at: http://www.fbr.com/conflicts-management-policy.

Information about investment banking:

In the normal course of its business, FBR seeks to perform investment banking and other services for various companies
and to receive compensation in connection with such services. As such, investors should assume that FBR intends to seek
investment banking or other business relationships with the companies.

Information about our recommendations, holdings and investment decisions:

The information and rating included in this report represent the long-term view as described more fully below. The analyst
may have different views regarding short-term trading strategies with respect to the stocks covered by the rating, options on
such stocks, and/or other securities or financial instruments issued by the company, and such views may be made available
to all or some of our clients from time to time. Our brokers also may make recommendations to their clients, and our
affiliates may make investment decisions that are contrary to the recommendations contained in this research report. Such
recommendations or investment decisions may be based on the particular investment strategies, risk tolerances, and other
investment factors of that particular client or affiliate. From time to time, FBR, its affiliated entities, and their respective
directors, officers, employees, or members of their immediate families may have a long or short position in the securities or
other financial instruments mentioned in this report.

We provide to certain customers on request specialized research products or services that focus on covered stocks from a
particular perspective. These products or services include, but are not limited to, compilations, reviews, and analysis that may
use different research methodologies or focus on the prospects for individual stocks as compared to other covered stocks
or over differing time horizons or under assumed market events or conditions. Readers should be aware that we may issue
investment research on the subject companies from a technical perspective and/or include in this report discussions about
options on stocks covered in this report and/or other securities or financial instruments issued by the company. These analyses
are different from fundamental analysis, and the conclusions reached may differ. Technical research and the discussions
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concerning options and other securities and financial instruments issued by the company do not represent a rating or coverage
of any discussed issuer(s). The disclosures concerning distribution of ratings and price charts refer to fundamental research and
do not include reference to technical recommendations or discussions concerning options and other securities and financial
instruments issued by the company.

Our analysts’ short-term views, recommendations by our brokers, views contained in products and services provided to
customers on an individualized basis, and\or strategies, analysis or decisions made by FBR & Co. or its affiliates and their
respective directors, officers, employees, or members of their immediate families may reach different conclusions than those
published by the analyst in this report and could impact the price of the securities mentioned in this report.

Important Information Concerning Options Transactions:

This discussion is directed to experienced professional investors with a high degree of sophistication and risk tolerance.

Options transactions are not suitable for all investors. This brief statement does not address all of the risks or other significant
aspects of entering into any particular transaction. Tax implications are an important consideration for options transactions.
Prior to undertaking any trade you should discuss with your preferred tax, ERISA, legal, accounting, regulatory, or other advisor
how such particular trade may affect you.

Opinion with respect to options is distinct from fundamental research analysis. Opinion is current as of the time of publication,
and there should be no expectation that it will be updated, supplemented, or reviewed as information changes. We make no
commitment to continue to follow any ideas or information contained in this section. Analysis does not consider the cost of
commissions. Supporting documentation is available upon request.

Please ensure that you have read and understood the current options risk disclosure document before entering into
any options transactions. The options risk disclosure document can be accessed at the following Web address: http://
optionsclearing.com/about/publications/character-risks.jsp. If this link is inaccessible, please contact your representative.

Risks

Some options strategies may be complex, high risk, and speculative. There are potentially unlimited combinations of hedged
and unhedged options strategies that expose investors to varying degrees of risk. Generally, buyers establishing long options
positions risk the loss of the entire premium paid for the position, while sellers establishing short options positions have
unlimited risk of loss. There are a number of commonly recognized options strategies, that expose investors to varying degrees
of risk, some of which are summarized below:

Buying Calls or Puts--Investors may lose the entire premium paid.

Selling Covered Calls--Selling calls on long stock position. Risk is that the stock will be called away at strike, limiting investor
profit to strike plus premium received.

Selling Uncovered Calls--Unlimited risk that investors may experience losses much greater than premium received.

Selling Uncovered Puts--Significant risk that investors will experience losses much greater than premium income received.

Buying Vertical Spreads (Calls--long call and short call with higher strike; Puts--long put and short put with lower strike) Same
expiration month for both options. Investors may lose the entire premium paid.

Buying Calendar Spreads (different expiration months with short expiration earlier than long). Investors may lose the entire
premium paid.

Selling Call or Put Vertical Spreads (Calls--short call and long call with higher strike; Puts--short put and long put with a lower
strike, same expiration month for both options.) Investors risk the loss of the difference between the strike prices, reduced
by the premium received.

Buying Straddle--Buying a put and a call with the same underlying strike and expiration. Investors risk loss of the entire
premium paid.

Selling Straddle--Sale of call and put with the same underlying strike and expiration.) Unlimited risk that investors will
experience losses much greater than the premium income received.

Buying Strangle--Long call and long put, both out of the money, with the same expiration and underlying security. Investors
may lose the entire premium paid.

Selling Strangle--Short call and put, both out of the money, with the same expiration and underlying security. Unlimited risk
of loss in excess premium collected.

Important Information about Convertible & Other Fixed-Income Securities and Financial Instruments:

This discussion is directed to experienced professional investors with a high degree of sophistication and risk tolerance.
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Opinion with respect to convertible, other fixed-income securities and other financial instruments is distinct from fundamental
research analysis. Opinion is current as of the time of publication, and there should be no expectation that it will be updated,
supplemented, or reviewed as information changes. We make no commitment to continue to follow any ideas or information
contained in this section.

Research analysts may consult Credit Sales and Trading personnel when preparing commentary on convertible and fixed-
income securities and other financial instruments. FBR may be a market maker in the company’s convertible or fixed-income
securities. FBR Capital Markets LT, Inc. may be a market maker in financial instruments that are not securities.

Securities and financial instruments discussed may be unrated or rated below investment grade, may be considered
speculative, and should only be considered by accounts qualified to invest in such securities.

Securities and financial instruments discussed may not be registered or exempt from registration in all jurisdictions.
Nonregistered securities discussed may be subject to a variety of unique risk considerations, including those related to
liquidity, price volatility, and lack of widely distributed information.

Rule 144A securities are sold only to persons who are Qualified Institutional Buyers within the meaning of Rule 144A, under
the Securities Act of 1933, as amended.

Information about our rating system:

FBR instituted the following three-tiered rating system on October 11, 2002, for securities it covers:

■ Outperform (OP) — FBR expects that the subject company will outperform its peers over the next 12 months. We
recommend that investors buy the securities at the current valuation.

■ Market Perform (MP) — FBR expects that the subject company’s stock price will be in a trading range neither
outperforming nor underperforming its peers over the next 12 months.

■ Underperform (UP) — FBR expects that the subject company will underperform its peers over the next 12 months. We
recommend that investors reduce their positions until the valuation or fundamentals become more compelling.

A description of the five-tiered rating system used prior to October 11, 2002, can be found at http://www.fbr.com/disclosures-
pre-10702.

 

 Rating. FBR Research Distribution 1 FBR Banking Services in the past 12 months1

 BUY [Outperform] 64.15% 27.21%
 HOLD [Market Perform] 33.49% 8.45%
 SELL [Underperform] 2.36% 0.00%
 
(1)  As of midnight on the business day immediately prior to the date of this publication.

General Information about FBR Research:

Additional information on the securities mentioned in this report is available upon request. This report is based on data
obtained from sources we believe to be reliable but is not guaranteed as to accuracy and does not purport to be complete.
Opinion is as of the date of the report unless labeled otherwise and is subject to change without notice. Updates may be
provided based on developments and events and as otherwise appropriate. Updates may be restricted based on regulatory
requirements or other considerations. Consequently, there should be no assumption that updates will be made. FBR & Co.
disclaims any warranty of any kind, whether express or implied, as to any matter whatsoever relating to this research report
and any analysis, discussion or trade ideas contained herein. This research report is provided on an "as is" basis for use at
your own risk, and FBR & Co. is not liable for any damages or injury resulting from use of this information. This report should
not be construed as advice designed to meet the particular investment needs of any investor or as an offer or solicitation
to buy or sell the securities or financial instruments mentioned herein, and any opinions expressed herein are subject to
change. Some or all of the securities and financial instruments discussed in this report may be speculative, high risk, and
unsuitable or inappropriate for many investors. FBR & Co. makes no representation as to the suitability or appropriateness of
these securities or financial instruments for individual investors. Investors must make their own determination, either alone
or in consultation with their own advisors, as to the suitability or appropriateness of such investments based upon factors
including their investment objectives, financial position, liquidity needs, tax status, and level of risk tolerance. These securities
and financial instruments may be sold to or purchased from customers or others by FBR acting as principal or agent.
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Securities and financial instruments issued by foreign companies and/or issued overseas may involve certain risks, including
differences in accounting, reporting, and registration, as well as foreign currency, economic, and political risks.

This report and the securities and financial instruments discussed herein may not be eligible for distribution or sale in all
jurisdictions and/or to all types of investors. This report is provided for information purposes only and does not represent an
offer or solicitation in any jurisdiction where such offer would be prohibited.

Commentary regarding the future direction of financial markets is illustrative and is not intended to predict actual results,
which may differ substantially from the opinions expressed herein. If any hyperlink is inaccessible, call 800.846.5050 and ask
for Editorial.

FBR utilizes a tiered approach to service its clients. The services provided by FBR’s research analysts to clients vary, based
upon a variety of factors including, but not limited to, client preferences and the extent of a client’s total relationship with
the Firm. FBR does not provide any of the Firm’s clients with access to unpublished research opinion. FBR provides clients
across all tiers equal access to research reports.

Pairs Trade Disclaimer

From time to time FBR Research Analysts will offer short term trading ideas, including identifying a paired trade. In a paired
trade an investor buys the securities of one company and sells the securities of another company. The idea to buy the securities
of one company and sell the securities of the other company is based on the expected short term price move or relative
value between the two companies mentioned in the paired trade, not between the companies and any other companies. In
contrast, the recommendations in a Research Analyst’s published report reflects the Research Analyst’s views on a company
over the long term (i.e., the next twelve (12) months) relative to other companies covered by the Research Analyst. The trade
idea in a paired trade is unrelated to the Research Analyst’s long term view of the companies as expressed in the Research
Analyst’s most recently published research report. A paired trade idea to sell a company that is rated as a market perform or
higher, or to buy a security that is a market perform or lower, is not inconsistent because the call to sell or buy the company is
relative to the other company mentioned in the paired trade over the short term; it is not a long term view relative to other
companies covered by the Research Analyst.

Important information for French addresses and potential investors:

Addresses and potential investors based in France expressly acknowledge that they have not been subject to any kind of
solicitation by FBR Capital Markets & Co, as defined under Article L.341-1 and seq. of the French Monetary and Financial code.

The above analyses have not been prepared in the context of a public offering of financial instruments in France within the
meaning of Article L.411-1 and seq. of the French Monetary and Financial code and shall not be deemed to be drawn up for the
purpose of providing investment services as defined under Article L.321-1 and seq. of the French Monetary and Financial code.
In this respect, the above analyses shall not be qualified as a personalized investment advice related to financial instruments
under French law and shall therefore not be deemed to be qualified as investment advice provided by FBR Capital Markets
& Co.

Addresses and potential investors based in France may initiate the first contact with FBR Capital Markets & Co in order to get
additional information on financial analyses and services provided by the latter. By doing so, addresses and potential investors
based in France expressly acknowledge that the banking and financial solicitation regime as defined under Article L.341-1 and
seq. of the French Monetary and Financial code shall not be applicable.

Information for Clients of FBRC:

This publication has been approved by FBR Capital Markets & Co. (FBRC), which accepts responsibility for its contents and its
distribution to our clients. Any FBRC client who receives this research and wishes to effect a transaction in the securities or
financial instruments discussed should contact and place orders with an FBRC Sales representative or a representative of FBR
Capital Markets LT, Inc. for financial instruments that are not securities.

Copyright 2016 FBR & Co.
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