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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

y QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
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or
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MID-AMERICA APARTMENTS, L.P.
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(901) 682-6600
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Indicate by check mark whether the registrant (1) has filed
all reports required to be filed by Section 13 or 15(d) of the
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months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to
such filing requirements for the past 90 days.
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required to submit and post such files).
Mid-America Apartment Communities, Inc. YES y NO o
Mid-America Apartments, L.P. YES y NOo
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Mid-America Apartment
Communities, Inc.
Large accelerated filer § Accelerated filerNon-accelerated filer Smaller reporting Emerging growth

0 0 company o company o

(Do not check if a smaller reporting

company)
If an 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
Mid-America Apartments, L.P.

. Accelerated filerNon-accelerated filer Smaller reporting Emerging growth
Large accelerated filer o ,
0 y company o company o

(Do not check if a smaller reporting company)
If an 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).
Mid-America Apartment Communities, Inc. YES o NO y
Mid-America Apartments, L.P. YESoNO y

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable
date:
Number of Shares Outstanding at
Class October 23, 2017
Common Stock, $0.01 par value 113,627,014
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Explanatory Note

This periodic report on Form 10-Q, or this Report, combines the quarterly reports for the quarter ended September 30,
2017 of Mid-America Apartment Communities, Inc., a Tennessee corporation, and Mid-America Apartments, L.P., a
Tennessee limited partnership, of which Mid-America Apartment Communities, Inc. is its sole general partner.
Mid-America Apartment Communities, Inc. and its 96.4% owned subsidiary, Mid-America Apartments, L.P., are both
required to file periodic reports under the Securities Exchange Act of 1934, as amended.

Unless the context otherwise requires, all references in this Report to "MAA" refer only to Mid-America Apartment
Communities, Inc., and not to any of its consolidated subsidiaries. Unless the context otherwise requires, all references
in this Report to "we," "us," "our," or the "Company" refer collectively to Mid-America Apartment Communities, Inc.,
together with its consolidated subsidiaries, including Mid-America Apartments, L.P. Unless the context otherwise
requires, all references in this Report to the "Operating Partnership”" or "MAALP" refer to Mid-America Apartments,
L.P., together with its consolidated subsidiaries. "Common stock" refers to the common stock of MAA and
"shareholders" means the holders of shares of MAA’s common stock. The common units of limited partnership interest
in the Operating Partnership are referred to as "OP Units" and the holders of the OP Units are referred to as "common

unitholders".

As of September 30, 2017, MAA owned 113,627,014 OP Units (or 96.4% of the total number of OP Units). MAA
conducts substantially all of its business and holds substantially all of its assets through the Operating Partnership, and
by virtue of its ownership of the OP Units and being the Operating Partnership's sole general partner, MAA has the
ability to control all of the day-to-day operations of the Operating Partnership.

We believe combining the periodic reports of MAA and the Operating Partnership, including the notes to the
condensed consolidated financial statements, into this Report results in the following benefits:

enhances investors' understanding of MAA and the Operating Partnership by enabling investors to view the business
as a whole in the same manner that management views and operates the business;

eliminates duplicative disclosure and provides a more streamlined and readable presentation since a substantial
portion of the disclosure in this Report applies to both MAA and the Operating Partnership; and

ereates time and cost efficiencies through the preparation of one combined report instead of two separate reports.

MAA is a multifamily focused, self-administered and self-managed real estate investment trust, or REIT. Management
operates MAA and the Operating Partnership as one business. The management of the Company is comprised of
individuals who are officers of MAA and employees of the Operating Partnership. We believe it is important to
understand the few differences between MAA and the Operating Partnership in the context of how MAA and the
Operating Partnership operate as a consolidated company. MAA and the Operating Partnership are structured as an
"umbrella partnership REIT," or UPREIT. MAA's interest in the Operating Partnership entitles MAA to share in cash
distributions from, and in the profits and losses of, the Operating Partnership in proportion to MAA's percentage
interest therein and entitles MAA to vote on substantially all matters requiring a vote of the partners. MAA's only
material asset is its ownership of limited partnership interests in the Operating Partnership; therefore, MAA does not
conduct business itself, other than acting as the sole general partner of the Operating Partnership, issuing public equity
from time-to-time and guaranteeing certain debt of the Operating Partnership. The Operating Partnership holds,
directly or indirectly, all of our real estate assets. Except for net proceeds from public equity issuances by MAA,
which are contributed to the Operating Partnership in exchange for limited partnership interests, the Operating
Partnership generates the capital required by the Company's business through the Operating Partnership's operations,
direct or indirect incurrence of indebtedness and issuance of partnership units.
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The presentation of MAA's shareholders' equity and the Operating Partnership's capital is the principal area of
difference between the consolidated financial statements of MAA and those of the Operating Partnership. MAA's
shareholders' equity may include shares of preferred stock, shares of common stock, additional paid-in capital,
cumulative earnings, cumulative distributions, noncontrolling interests, preferred units, treasury shares, accumulated
other comprehensive income and redeemable common units. The Operating Partnership's capital may include
common capital and preferred capital of the general partner (MAA), limited partners' common capital and preferred
capital, limited partners' noncontrolling interests, accumulated other comprehensive income and redeemable common
units. Redeemable common units represent the number of outstanding limited partnership units as of the date of the
applicable balance sheet, valued at the greater of the closing market price of MAA's common stock or the aggregate
value of the individual partners' capital balances. Holders of OP Units (other than MAA and its entity affiliates) may
require the Operating Partnership to redeem their OP Units, from time to time, in which case the Operating
Partnership may, at its option, pay the redemption price either in cash (in an amount per OP Unit equal, in general, to
the average closing price of MAA’s common stock on the New York Stock Exchange, or NYSE, over a specified
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period prior to the redemption date) or by delivering one share of MAA's common stock (subject to adjustment under
specified circumstances) for each OP Unit so redeemed.

In order to highlight the material differences between MAA and the Operating Partnership, this Report includes
sections that separately present and discuss areas that are materially different between MAA and the Operating
Partnership, including:

the Condensed Consolidated Financial Statements in Item 1 of this Report;

certain accompanying notes to the Condensed Consolidated Financial Statements, including Note 3 - Earnings per
€ommon Share of MAA and Note 4 - Earnings per OP Unit of MAALP; Note 5 - MAA Equity and Note 6 - MAALP
Capital; and Note 10 - Shareholders' Equity of MAA and Note 11 - Partners' Capital of MAALP; and

the certifications of the Chief Executive Officer and Chief Financial Officer of MAA included as Exhibits 31 and 32
to this Report.

In the sections that combine disclosure for MAA and the Operating Partnership, this Report refers to actions or
holdings as being actions or holdings of the Company. Although the Operating Partnership (directly or indirectly
through one of its subsidiaries) is generally the entity that enters into contracts, holds assets and issues debt,
management believes this presentation is appropriate for the reasons set forth above and because the business is one
enterprise, and we operate the business through the Operating Partnership.
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Mid-America Apartment Communities, Inc.

Condensed Consolidated Balance Sheets
(Unaudited)
(Dollars in thousands, except share data)

September 30, December 31,

2017 2016
Assets:
Real estate assets:
Land $1,828,637 $1,816,008
Buildings and improvements 10,801,863 10,523,762
Furniture, fixtures and equipment 339,039 298,204
Development and capital improvements in progress 156,938 231,224
13,126,477 12,869,198
Less accumulated depreciation (1,967,481 ) (1,656,071 )
11,158,996 11,213,127
Undeveloped land 57,285 71,464
Corporate properties, net 12,367 12,778
Investments in real estate joint ventures 45,096 44,493
Assets held for sale 5,315 —
Real estate assets, net 11,279,059 11,341,862
Cash and cash equivalents 47,851 33,536
Restricted cash 80,253 88,264
Deferred financing costs, net 3,906 5,065
Other assets 120,493 134,525
Goodwill 1,239 1,239
Total assets $11,532,801 $11,604,491
Liabilities and equity:
Liabilities:
Unsecured notes payable $3,382,861  $3,180,624
Secured notes payable 1,109,973 1,319,088
Accounts payable 17,275 11,970
Fair market value of interest rate swaps 2,602 7,562
Accrued expenses and other liabilities 439,662 414,244
Security deposits 18,998 18,829
Total liabilities 4,971,371 4,952,317
Redeemable common stock 10,804 10,073
Shareholders' equity:
Preferred stock, $0.01 par value per share, 20,000,000 shares authorized; 8.50% Series I
Cumulative Redeemable Shares, liquidation preference $50 per share, 867,846 shares 9 9
issued and outstanding at September 30, 2017 and December 31, 2016, respectively
Common stock, $0.01 par value per share, 145,000,000 shares authorized; 113,627,014 1,134 1,133

and 113,518,212 shares issued and outstanding at September 30, 2017 and December 31,
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2016, respectively(D

Additional paid-in capital 7,117,829 7,109,012
Accumulated distributions in excess of net income (802,835 ) (707,479
Accumulated other comprehensive income 790 1,144

Total MAA shareholders' equity 6,316,927 6,403,819
Noncontrolling interests - operating partnership units 231,393 235,976
Total Company's shareholders' equity 6,548,320 6,639,795
Noncontrolling interests - consolidated real estate entity 2,306 2,306

Total equity 6,550,626 6,642,101
Total liabilities and equity $11,532,801 $11,604,491

Number of shares issued and outstanding represents total shares of common stock regardless of classification on
() the condensed consolidated balance sheets. The number of shares classified as redeemable stock on the condensed

consolidated balance sheets at September 30, 2017 and December 31, 2016 are 101,081 and 103,578, respectively.
See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartment Communities, Inc.
Condensed Consolidated Statements of Operations
(Unaudited)
(Dollars in thousands, except per share data)
Three months ended Nine months ended

September 30, September 30,

2017 2016 2017 2016
Operating revenues:
Rental revenues $357,619 $254,161 $1,064,628 $749,153
Other property revenues 26,931 22,737 81,621 68,997
Total operating revenues 384,550 276,898 1,146,249 818,150
Property operating expenses:
Personnel 35,640 27,236 103,655 78,290
Building repairs and maintenance 12,663 9,377 34,287 23,156
Real estate taxes and insurance 52,597 34,282 160,733 104,182
Utilities 30,175 24,690 84,599 69,070
Landscaping 4,809 4,021 18,376 15,016
Other operating 13,295 7,040 34,771 20,768
Depreciation and amortization 117,928 76,959 374,285 227,829
Total property operating expenses 267,107 183,605 810,706 538,311
Acquisition expenses — 1,033 — 2,167
Property management expenses 10,281 7,908 32,007 25,221
General and administrative expenses 8,361 6,661 30,735 20,257
Merger related expenses 128 3,901 3,977 3,901
Integration related expenses 4,002 — 10,521 —
Income from continuing operations before non-operating items 94,671 73,790 258,303 228,293
Interest and other non-property income 4,303 64 7,632 159
Interest expense (39,940 ) (32,168 ) (115,005 ) (96,418
Gain on debt extinguishment 828 — 3,168 3
Net casualty gain (loss) after insurance and other settlement proceeds 564 (75 ) 233 738
Gain on sale of depreciable real estate assets 58,844 47,749 59,045 48,572
(Loss) gain on sale of non-depreciable real estate assets (6 ) — 42 2,170
Income before income tax expense 119,264 89,360 213,418 183,517
Income tax expense (641 ) (454 ) (1,910 ) (1,200
Income from continuing operations before joint venture activity 118,623 88,906 211,508 182,317
Gain from real estate joint ventures 335 — 1,021 27
Net income 118,958 88,906 212,529 182,344
Net income attributable to noncontrolling interests 4,249 4,627 7,600 9,508
Net income available for shareholders 114,709 84,279 204,929 172,836
Dividends to MAA Series I preferred shareholders 922 — 2,766 —
Net income available for MAA common shareholders $113,787 $84,279 $202,163 $172,836
Earnings per common share - basic:
Net income available for common shareholders $1.00 $1.12 $1.78 $2.29
Earnings per common share - diluted:
Net income available for common shareholders $1.00 $1.12 $1.78 $2.29
Dividends declared per common share $0.87 $0.82 $2.61 $2.46
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See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartment Communities, Inc.
Condensed Consolidated Statements of Comprehensive Income
(Unaudited)
(Dollars in thousands)
Three months ended Nine months ended

September 30, September 30,

2017 2016 2017 2016
Net income $118,958 $88,906 $212,529 $182,344
Other comprehensive income:
Unrealized gain (loss) from the effective portion of derivative 90 1.179 (1252 ) (3.840 )

instruments
Reclassification adjustment for net (gains) losses included in net income

for the effective portion of derivative instruments (33 ) 1,042 884 3,359
Total comprehensive income 119,015 91,127 212,161 181,863
Less: comprehensive income attributable to noncontrolling interests 4,251 ) 4,743 ) (7,586 ) (9,483 )
Comprehensive income attributable to MAA $114,764 $86,384 $204,575 $172,380

See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartment Communities, Inc.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
(Dollars in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Retail revenue accretion
Depreciation and amortization
Stock compensation expense
Redeemable stock expense

Amortization of debt premium and debt issuance costs
Gain from investments in real estate joint ventures

Gain on debt extinguishment
Derivative interest credit
Settlement of forward swaps

Gain on sale of non-depreciable real estate assets

Gain on sale of depreciable real estate assets
Net casualty gain and other settlement proceeds
Changes in assets and liabilities:

Restricted cash

Other assets

Accounts payable

Accrued expenses and other

Security deposits

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of real estate and other assets
Normal capital improvements

Construction capital and other improvements
Renovations to existing real estate assets
Development

Distributions from real estate joint ventures
Contributions to joint ventures

Proceeds from disposition of real estate assets
Return of escrow for future acquisitions

Net cash used in investing activities

Cash flows from financing activities:

Net change in credit lines

Proceeds from notes payable

Principal payments on notes payable
Payment of deferred financing costs
Repurchase of common stock

Proceeds from issuances of common shares
Exercise of stock options

Nine months ended
September 30,
2017 2016

$212,529 $182,344

(292 ) (130 )
374,947 228,073
8,431 5,977

489 412
8,035 ) (7,546 )
(1,021 ) (27 )

4,753 ) —
(9,298 ) (1,883 )
1,547 ) —

(42 ) (2,170 )
(59,045 ) (48,572 )
(233 ) (738 )

(2,580 ) 4955 )
(6,264 ) (501 )

5,305 3,158
44,353 35,183
164 597

553,108 389,222

(63,774 ) (262,268 )
(82,030 ) (65,351 )
7,171 ) (5,569 )
(36,692 ) (29,554 )
(142,530 ) (42,611 )
— 1,823
(750 ) —

90,040 187,425
10,591 —
(232,316 ) (216,105 )

(240,000 ) 130,000
597,480 —
(345,053 ) (114,753 )
(5,355 ) (141 )
4,782 ) (1,811 )
1,007 (216 )
432 —

12
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Distributions to noncontrolling interests

Dividends paid on common shares

Dividends paid on preferred shares

Net cash used in financing activities

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

Supplemental disclosure of cash flow information:

Interest paid

Income taxes paid

Supplemental disclosure of noncash investing and financing activities:
Conversion of OP Units to shares of common stock

Accrued construction in progress

Interest capitalized

Mark-to-market adjustment on derivative instruments

See accompanying notes to condensed consolidated financial statements.

7

(10,999 ) (10,234 )
(296,441 ) (185,704 )
(2,766 ) —
(306,477 ) (182,859 )
14,315 9,742 )
33,536 37,559
$47,851  $27,817

$123,735 $96,271
$2,256 $1,571

$1,133 $780

$15,787  $8,742
$5,884 $1,095
$12,035 $1,402
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Mid-America Apartments, L.P.
Condensed Consolidated Balance Sheets
(Unaudited)

(Dollars in thousands, except unit data)

Assets:

Real estate assets:

Land

Buildings and improvements
Furniture, fixtures and equipment

Development and capital improvements in progress

Less accumulated depreciation

Undeveloped land

Corporate properties, net

Investments in real estate joint ventures
Assets held for sale

Real estate assets, net

Cash and cash equivalents
Restricted cash

Deferred financing costs, net
Other assets

Goodwill

Total assets

Liabilities and Capital:

Liabilities:

Unsecured notes payable

Secured notes payable

Accounts payable

Fair market value of interest rate swaps
Accrued expenses and other liabilities
Security deposits

Due to general partner

Total liabilities

Redeemable common units

Operating Partnership Capital:

Preferred Units: 867,846 Preferred Units outstanding at September 30, 2017 and at

December 31, 2016
Common Units:

General partner: 113,627,014 OP Units outstanding at September 30, 2017 and
113,518,212 OP Units outstanding at December 31, 2016 (1)

September 30, December 31,

2017

$1,828,637
10,801,863
339,039
156,938
13,126,477
(1,967,481
11,158,996

57,285
12,367
45,096
5,315
11,279,059

47,851
80,253
3,906
120,493
1,239
$11,532,801

$3,382,861
1,109,973
17,275
2,602
439,662
18,998

19
4,971,390

10,804

66,840

6,249,190

2016

$1,816,008
10,523,762
298,204
231,224
12,869,198

) (1,656,071 )

11,213,127

71,464
12,778
44,493

11,341,862

33,536
88,264
5,065
134,525
1,239
$11,604,491

$3,180,624
1,319,088
11,970
7,562
414,244
18,829

19
4,952,336

10,073

64,833

6,337,721
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Limited partners: 4,200,032 OP Units outstanding at September 30, 2017 and 4,220,403

OP Units outstanding at December 31, 2016 (D 231,393 235,976
Accumulated other comprehensive income 878 1,246

Total operating partners' capital 6,548,301 6,639,776
Noncontrolling interests - consolidated real estate entity 2,306 2,306

Total capital 6,550,607 6,642,082
Total liabilities and capital $11,532,801 $11,604,491

Number of units outstanding represents total OP Units regardless of classification on the condensed consolidated
(1 balance sheets. The number of OP Units classified as redeemable units on the condensed consolidated balance
sheets at September 30, 2017 and December 31, 2016 are 101,081 and 103,578, respectively.
See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartments, L.P.

Condensed Consolidated Statements of Operations
(Unaudited)

(Dollars in thousands, except per unit data)

Operating revenues:

Rental revenues

Other property revenues

Total operating revenues

Property operating expenses:

Personnel

Building repairs and maintenance

Real estate taxes and insurance

Utilities

Landscaping

Other operating

Depreciation and amortization

Total property operating expenses

Acquisition expenses

Property management expenses

General and administrative expenses

Merger related expenses

Integration related expenses

Income from continuing operations before non-operating items
Interest and other non-property income

Interest expense

Gain on debt extinguishment

Net casualty gain (loss) after insurance and other settlement proceeds
Gain on sale of depreciable real estate assets

(Loss) gain on sale of non-depreciable real estate assets
Income before income tax expense

Income tax expense

Income from continuing operations before joint venture activity
Gain from real estate joint ventures

Net income

Dividends to preferred unitholders

Net income available for Mid-America Apartments, L.P. common
unitholders

Earnings per common unit - basic:
Net income available for common unitholders

Earnings per common unit - diluted:
Net income available for common unitholders

Distributions declared per common unit

Three months ended

September 30,
2017 2016
$357,619 $254,161
26,931 22,737
384,550 276,898
35,640 27,236
12,663 9,377
52,597 34,282
30,175 24,690
4,809 4,021
13,295 7,040
117,928 76,959
267,107 183,605
— 1,033
10,281 7,908
8,361 6,601
128 3,901
4,002 —
94,671 73,790
4,303 64
(39,940 ) (32,168
828 —

564 (75
58,844 47,749
(6 ) —
119,264 89,360
(641 ) (454
118,623 88,906
335 —
118,958 88,906
922 —
$118,036 $88,906
$1.00 $1.12
$1.00 $1.12
$0.87 $0.82

Nine months ended
September 30,
2017 2016

$1,064,628 $749,153
81,621 68,997
1,146,249 818,150

103,655 78,290
34,287 23,156
160,733 104,182
84,599 69,070
18,376 15,016
34,771 20,768
374,285 227,829
810,706 538,311
— 2,167
32,007 25,221
30,735 20,257

3,977 3,901
10,521 —
258,303 228,293
7,632 159

) (115,005 ) (96,418 )
3,168 3

) 233 738
59,045 48,572
42 2,170

213,418 183,517

) (1,910 ) (1,200 )
211,508 182,317
1,021 27
212,529 182,344
2,766 —

$209,763  $182,344

$1.78 $2.29
$1.78 $2.29
$2.61 $2.46
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See accompanying notes to condensed consolidated financial statements.

9

17



Edgar Filing: MID AMERICA APARTMENT COMMUNITIES INC - Form 10-Q

Mid-America Apartments, L.P.
Condensed Consolidated Statements of Comprehensive Income
(Unaudited)
(Dollars in thousands)
Three months

ended September Nine months ended

30 September 30,

2017 2016 2017 2016
Net income $118,958 $88,906 $212,529 $182,344
Other comprehensive income:
Unrealized gain (loss) from the effective portion of derivative instruments 90 1,179 (1,252 ) (3,840 )
Reclassification adjustment for net (gains) losses included in net income 33 ) 1042 884 3.359

for the effective portion of derivative instruments
Comprehensive income attributable to Mid-America Apartments, L.P. $119,015 $91,127 $212,161 $181,863

See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartments, L.P.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
(Dollars in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Retail revenue accretion
Depreciation and amortization
Stock compensation expense
Redeemable units expense

Amortization of debt premium and debt issuance costs
Gain from investments in real estate joint ventures

Gain on debt extinguishment
Derivative interest credit
Settlement of forward swaps

Gain on sale of non-depreciable real estate assets

Gain on sale of depreciable real estate assets
Net casualty gain and other settlement proceeds
Changes in assets and liabilities:

Restricted cash

Other assets

Accounts payable

Accrued expenses and other

Security deposits

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of real estate and other assets
Normal capital improvements

Construction capital and other improvements
Renovations to existing real estate assets
Development

Distributions from real estate joint ventures
Contributions to joint ventures

Proceeds from disposition of real estate assets
Return of escrow for future acquisitions

Net cash used in investing activities

Cash flows from financing activities:

Net change in credit lines

Proceeds from notes payable

Principal payments on notes payable
Payment of deferred financing costs
Repurchase of common units

Proceeds from issuances of common units
Exercise of unit options

Distributions paid on common units

Nine months ended
September 30,
2017 2016

$212,529 $182,344

(292 ) (130 )
374,947 228,073
8,431 5,977

489 412
8,035 ) (7,546 )
(1,021 ) (27 )

4,753 ) —
(9,298 ) (1,883 )
1,547 ) —

(42 ) (2,170 )
(59,045 ) (48,572 )
(233 ) (738 )

(2,580 ) 4955 )
(6,264 ) (501 )

5,305 3,158
44,353 35,183
164 597

553,108 389,222

(63,774 ) (262,268 )
(82,030 ) (65,351 )
7,171 ) (5,569 )
(36,692 ) (29,554 )
(142,530 ) (42,611 )
— 1,823
(750 ) —

90,040 187,425
10,591 —
(232,316 ) (216,105 )

(240,000 ) 130,000
597,480 —
(345,053 ) (114,753 )
(5,355 ) (141 )
4,782 ) (1,811 )
1,007 (216 )
432 —
(307,440 ) (195,938 )
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Distributions paid on preferred units 2,766 ) —

Net cash used in financing activities (306,477 ) (182,859 )
Net increase (decrease) in cash and cash equivalents 14,315 9,742 )
Cash and cash equivalents, beginning of period 33,536 37,559
Cash and cash equivalents, end of period $47,851 $27.,817
Supplemental disclosure of cash flow information:

Interest paid $123,735 $96,271
Income taxes paid $2,256 $1,571
Supplemental disclosure of noncash investing and financing activities:

Accrued construction in progress $15,787 $8,742
Interest capitalized $5,884 $1,095
Mark-to-market adjustment on derivative instruments $12,035 $1,402

See accompanying notes to condensed consolidated financial statements.
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Mid-America Apartment Communities, Inc. and Mid-America Apartments, L.P.
Notes to Condensed Consolidated Financial Statements

September 30, 2017 and 2016

(Unaudited)

1. Basis of Presentation and Principles of Consolidation and Significant Accounting Policies

Unless the context otherwise requires, all references to "we," "us," "our," or the "Company" refer collectively to
Mid-America Apartment Communities, Inc., together with its consolidated subsidiaries, including Mid-America
Apartments, L.P. Unless the context otherwise requires, all references to "MAA" refer only to Mid-America
Apartment Communities, Inc. and not any of its consolidated subsidiaries. Unless the context otherwise requires, all
references to the "Operating Partnership" or "MAALP" refer to Mid-America Apartments, L.P., together with its
consolidated subsidiaries. "Common stock" refers to the common stock of MAA and "shareholders" means the holders
of shares of MAA’s common stock. The common units of limited partnership interests in the Operating Partnership are
referred to as "OP Units," and the holders of the OP Units are referred to as "common unitholders".

As of September 30, 2017, MAA owned 113,627,014 OP Units (or 96.4% of the total number of OP Units). MAA
conducts substantially all of its business and holds substantially all of its assets through the Operating Partnership, and
by virtue of its ownership of the OP Units and being the Operating Partnership's sole general partner, MAA has the
ability to control all of the day-to-day operations of the Operating Partnership.

We believe combining the notes to the condensed consolidated financial statements of MAA and MAALP results in
the following benefits:

enhances a readers’ understanding of MAA and the Operating Partnership by enabling the reader to view the business
as a whole in the same manner that 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 MAA and the Operating Partnership; and

ereates time and cost efficiencies through the preparation of one combined report instead of two separate reports

Management operates MAA and the Operating Partnership as one business. The management of the Company is
comprised of individuals who are officers of MAA and employees of the Operating Partnership. We believe it is
important to understand the few differences between MAA and the Operating Partnership in the context of how MAA
and the Operating Partnership operate as a consolidated company. MAA and the Operating Partnership are structured
as an "umbrella partnership REIT," or UPREIT. MAA's interest in the Operating Partnership entitles MAA to share in
cash distributions from, and in the profits and losses of, the Operating Partnership in proportion to MAA's percentage
interest therein, and entitles MAA to vote on substantially all matters requiring a vote of the partners. MAA's only
material asset is its ownership of limited partner interests in the Operating Partnership; therefore, MAA does not
conduct business itself, other than acting as the sole general partner of the Operating Partnership, issuing public equity
from time to time, and guaranteeing certain debt of the Operating Partnership. The Operating Partnership holds,
directly or indirectly, all of our real estate assets. Except for net proceeds from public equity issuances by MAA,
which are contributed to the Operating Partnership in exchange for OP Units, the Operating Partnership generates the
capital required by our business through the Operating Partnership's operations, direct or indirect incurrence of
indebtedness, and issuance of OP units.

The presentation of MAA's shareholders' equity and the Operating Partnership's capital is the principal area of
difference between the condensed consolidated financial statements of MAA and those of the Operating Partnership.
MAA's shareholders' equity may include shares of preferred stock, shares of common stock, additional paid-in capital,
cumulative earnings, cumulative distributions, noncontrolling interests, preferred units, treasury shares, accumulated
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other comprehensive income and redeemable common units. The Operating Partnership's capital may include
common capital and preferred capital of the general partner (MAA), limited partners' preferred capital, limited
partners' noncontrolling interests, accumulated other comprehensive income and redeemable common units.
Redeemable common units represent the number of outstanding OP Units as of the date of the applicable balance
sheet, valued at the greater of the closing market price of MAA's common stock or the aggregate value of the
individual partners' capital balances. Holders of OP Units (other than MAA and its corporate affiliates) may require
the Operating Partnership to redeem their OP Units from time to time, in which case the Operating Partnership may, at
its option, pay the redemption price either in cash (in an amount per OP Unit equal, in general, to the average closing
price of MAA's common stock on the NYSE over a specified period prior to the redemption date) or by delivering one
share of MAA's common stock (subject to adjustment under specified circumstances) for each OP Unit so redeemed.

12
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Organization of Mid-America Apartment Communities, Inc.

On December 1, 2016, MAA completed a merger with Post Properties, Inc., or Post Properties. Pursuant to the
Agreement and Plan of Merger, or the Merger Agreement, Post Properties merged with and into MAA, with MAA
continuing as the surviving corporation, or the Parent Merger, and Post Apartment Homes, L.P, or Post LP, merged
with and into MAALP, with MAALP continuing as the surviving entity, or the Partnership Merger. We refer to the
Parent Merger, together with the Partnership Merger, as the Merger in this Report. Under the terms of the Merger
Agreement, each share of Post Properties common stock was converted into the right to receive 0.71 of a newly issued
share of MAA common stock, including the right, if any, to receive cash in lieu of fractional shares of MAA common
stock. In addition, each limited partner interest in Post LP designated as a "Class A Unit" automatically converted into
the right to receive 0.71 of a newly issued partnership unit of MAALP. Also, each share of Post Properties' 8 1/2%
Series A Cumulative Redeemable Preferred Stock, which we refer to as the Post Properties Series A preferred stock,
was automatically converted into the right to receive one newly issued share of MAA's 8.50% Series I Cumulative
Redeemable Preferred Stock, $0.01 par value per share, which we refer to as MAA Series I preferred stock. Each
newly issued share of MAA Series I preferred stock has substantially the same rights, preferences, privileges, and
voting powers as those of the Post Properties Series A preferred stock.

As of September 30, 2017, we owned and operated 302 apartment communities, comprising 99,612 apartment units
located in 17 states, through the Operating Partnership. As of September 30, 2017, we also owned a 35.0% interest in
an unconsolidated real estate joint venture and a 32.0% interest in an unconsolidated limited partnership. As of
September 30, 2017, we had five development communities under construction totaling 1,434 apartment units. Total
expected costs for the development projects are $305.0 million, of which $235.3 million has been incurred through
September 30, 2017. We expect to complete construction on two projects by the fourth quarter of 2017, one project by
the first quarter of 2018, one project by the third quarter of 2018, and one project by the fourth quarter of 2018.
Twenty-nine of our multifamily properties include retail components with approximately 600,000 square feet of gross
leasable area. We also have four wholly-owned commercial properties, which we acquired through the Merger, with
approximately 232,000 square feet of combined gross leasable area.

Basis of Presentation and Principles of Consolidation

The accompanying Condensed Consolidated Financial Statements have been prepared by our management in
accordance with United States generally accepted accounting principles, or GAAP, and applicable rules and
regulations of the Securities and Exchange Commission, or the SEC. The Condensed Consolidated Financial
Statements of MAA presented herein include the accounts of MAA, the Operating Partnership, and all other
subsidiaries in which MAA has a controlling financial interest. MAA owns approximately 92.5% to 100% of all
consolidated subsidiaries, including the Operating Partnership. The Condensed Consolidated Financial Statements of
MAALP presented herein include the accounts of MAALP and all other subsidiaries in which MAALP has a
controlling financial interest. MAALP owns, directly or indirectly, 92.5% to 100% of all consolidated subsidiaries. In
our opinion, all adjustments necessary for a fair presentation of the Condensed Consolidated Financial Statements
have been included, and all such adjustments were of a normal recurring nature. All significant intercompany accounts
and transactions have been eliminated in consolidation.

We invest in entities which may qualify as variable interest entities, or VIEs, and MAALP is considered a VIE. A VIE
is a legal entity in which the equity investors lack sufficient equity at risk for the entity to finance its activities without
additional subordinated financial support or, as a group, the holders of the equity investment at risk lack the power to
direct the activities of a legal entity as well as the obligation to absorb its expected losses or the right to receive its
expected residual returns. MAALP is classified as a VIE, since the limited partners lack substantive kick-out rights
and substantive participating rights. We consolidate all VIEs for which we are the primary beneficiary and use the
equity method to account for investments that qualify as VIEs but for which we are not the primary beneficiary. In
determining whether we are the primary beneficiary of a VIE, we consider qualitative and quantitative factors,
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including but not limited to, those activities that most significantly impact the VIE's economic performance and which
party controls such activities.

We use the equity method of accounting for our investments in entities for which we exercise significant influence,
but do not have the ability to exercise control. The factors considered in determining that we do not have the ability to
exercise control include ownership of voting interests and participatory rights of investors (see "Investment in
Unconsolidated Real Estate Joint Ventures" below).

Noncontrolling Interests
At September 30, 2017, the Company had two types of noncontrolling interests, (1) noncontrolling interests related to
the common unitholders of the Operating Partnership (see Note 11) and (2) noncontrolling interests related to its

consolidated real estate entities (see "Investment in Consolidated Real Estate Joint Ventures" below).

13
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Investment in Unconsolidated Joint Ventures

Immediately prior to the effective date of the Merger, Post Properties together with other institutional investors, in a
limited liability company, or the Apartment LLC, owned one apartment community, Post Massachusetts Avenue,
located in Washington, D.C. Post Properties had a 35.0% equity interest in this unconsolidated joint venture, which
we retained immediately following the effectiveness of the Merger and as of September 30, 2017. We provide
property and asset management services to the Apartment LLC for which we earn fees.

This joint venture was determined to be a VIE, but we are not designated as a primary beneficiary. As a result, we
account for our investment in the Apartment LL.C using the equity method of accounting, as we are able to exert
significant influence, but do not have a controlling interest in this joint venture. At September 30, 2017, our
investment in the Apartment LLC totaled $45.1 million.

During September 2017, MAA entered into a limited partnership together with a general partner and other limited
partners to form Real Estate Technology Ventures, L.P. MAA's equity interest in the partnership is 32.0%, which is
considered more than minor. This joint venture was determined to be a VIE, but we are not designated as a primary
beneficiary. Therefore, we account for our investment in the limited partnership using the equity method of
accounting, as we are able to exert significant influence over the partnership but do not have a controlling interest in
this joint venture. At September 30, 2017, our investment in the limited partnership totaled $0.8 million, and we are
committed to make additional capital contributions totaling $14.2 million over the next five years from the date of the
initial capital contribution.

Investment in Consolidated Real Estate Joint Ventures

In 2015, Post Properties entered into a joint venture arrangement with a private real estate company to develop,
construct and operate a 358-unit apartment community in Denver, Colorado. At September 30, 2017, we owned a
92.5% equity interest in the consolidated joint venture. In 2015, this joint venture acquired the land site and initiated
the development of the apartment community. The venture partner will generally be responsible for the development
and construction of the community and we will continue to manage the community upon its completion. This joint
venture was determined to be a VIE with us designated as the primary beneficiary. As a result, the accounts of the
joint venture are consolidated by us. At September 30, 2017, our consolidated assets, liabilities and equity included
construction in progress of $60.3 million, land of $14.5 million, and accounts payable and accrued expenses of $6.2
million.

Assets Held for Sale

During September 2017, one land parcel was classified as held for sale. The criteria for classifying the land parcel as
held for sale were met during June; however, the sale is not expected to close until the fourth quarter of 2017. As a
result, the assets and liabilities associated with the land parcel were presented as held for sale in the Condensed
Consolidated Balance Sheets.

2. Business Combination

On December 1, 2016, we completed the Merger. As part of the Merger, we acquired 61 wholly-owned apartment
communities comprising 24,138 apartment units, including 269 apartment units in one community held in an
unconsolidated entity, and 2,262 apartment units in six communities that were under development at the Merger date.
Post Properties had operations in ten markets across the United States. In addition to the apartment communities, we
also acquired four commercial properties, totaling approximately 232,000 square feet of combined gross leasable area.
The consolidated net assets and results of operations of Post Properties are included in our Consolidated Financial
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Statements from the closing date, December 1, 2016, going forward.

The total purchase price of approximately $4.0 billion was determined based on the number of shares of Post
Properties' common stock, the number of shares of Post Properties’ Series A preferred stock, and shares of Post LP's
Class A Units of limited partnership interest outstanding as of December 1, 2016, in addition to cash consideration
provided by the Operating Partnership immediately prior to the Merger to pay off a $300.0 million Post LP unsecured
term loan and a $162.0 million Post LP line of credit, both outstanding from Wells Fargo. In all cases in which MAA’s
common stock price was a determining factor in arriving at final consideration for the Merger, the stock price used to
determine the purchase price was the opening price of MAA’s common stock on December 1, 2016 ($91.41 per share).
At the date of acquisition, the MAA Series I preferred stock consideration was valued at $77.00 per share, which
included a $14.24 per share bifurcated call option (See Notes 8 & 9). The total purchase price also included $2.0
million of other consideration, a majority of which related to assumed stock compensation plans. As a result of the
Merger, we issued approximately 38.0 million shares of MAA common stock,
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approximately 80,000 OP Units, and 867,846 newly issued shares of MAA Series I preferred stock.

The Merger has been accounted for using the acquisition method of accounting in accordance with Accounting
Standards Codification, or ASC, 805, Business Combinations, which requires, among other things, that the assets
acquired and liabilities assumed be recognized at their acquisition date fair values.

For larger, portfolio style acquisitions, like the Merger, management engages a third party valuation specialist to assist
with the fair value assessment, which includes an allocation of the purchase price. Similar to management's methods,
the third party uses cash flow analysis as well as an income approach and a market approach to determine the fair
value of assets acquired. The third party uses stabilized net operating income, or NOI, and market specific
capitalization and discount rates. Management reviews the inputs used by the third party specialist as well as the
allocation of the purchase price provided by the third party to ensure reasonableness and that the procedures are
performed in accordance with management's policy. The allocation of the purchase price is based on management’s
assessment, which may differ as more information becomes available. Subsequent adjustments made to the purchase
price allocation, if any, are made within the allocation period, which typically does not exceed one year.

The allocation of the purchase price described above requires a significant amount of judgment and represents
management's best estimate of the fair value as of the acquisition date. The following preliminary purchase price
allocation for the Merger reflects updates primarily to an adjustment to litigation reserves offset by increased
derivative asset values on the preferred share bifurcated call option (included in "Other assets") and real estate asset
values from our December 31, 2016 estimates. Such preliminary purchase price allocation was based on our valuation
as well as estimates and assumptions of the acquisition date fair value of the tangible and intangible assets acquired
and liabilities assumed.

The purchase price was allocated as follows (in thousands):

Land $875,294
Buildings and improvements 3,397,342
Furniture, fixtures and equipment 81,243
Development and capital improvements in progress 183,881
Undeveloped land 24,200
Commercial properties, net 3,610
Investment in real estate joint venture 44,435
Lease intangible assets 53,192
Cash and cash equivalents 34,292
Restricted cash 3,608
Deferred costs and other assets, excluding lease intangible assets 41,803
Total assets acquired 4,742,900
Notes payable (595,609)
Fair market value of interest rate swaps (2,118)
Lease intangible liabilities (1,661)
Accounts payable, accrued expenses, and other liabilities (132,613)
Total liabilities assumed, including debt (732,001 )
Noncontrolling interests - consolidated real estate entity (2,306 )
Total purchase price $4,008,593
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The purchase price accounting reflected in the accompanying financial statements is based upon estimates and
assumptions that are subject to change within the measurement period, pursuant to ASC 805. See Note 12 for loss
contingencies identified, measured, and included in "Accounts payable, accrued expenses, and other liabilities" in the
allocation above. We have preliminarily completed our valuation procedures. Adjustments may still occur as the
valuation and revised preliminary purchase allocation is finalized in areas such as real estate related assets and
liabilities, equity investments, litigation reserves, debt and debt related instruments, and certain other acquired assets
and liabilities assumed. We will complete our purchase price allocation during the fourth quarter of 2017.

15
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We incurred Merger and integration related expenses of $14.5 million for the nine months ended September 30, 2017.
These amounts were expensed as incurred and are included in the Condensed Consolidated Statements of Operations
in the items titled "Merger related expenses", primarily consisting of severance and professional costs, and
"Integration related expenses", primarily consisting of temporary systems, staffing, and facilities costs.

3. Earnings per Common Share of MAA

Basic earnings per share is computed by dividing net income available for MAA common shareholders by the

weighted average number of shares outstanding during the period. All outstanding unvested restricted share awards
contain rights to non-forfeitable dividends and participate in undistributed earnings with common shareholders and,

accordingly, are considered participating securities that are included in the two-class method of computing basic
earnings per share. Both the unvested restricted shares and other potentially dilutive common shares, and the related
impact to earnings, are considered when calculating earnings per share on a diluted basis with our diluted earnings per

share being the more dilutive of the treasury stock or two-class methods. OP Units are included in dilutive earnings

per share calculations when they are dilutive to earnings per share. For the three and nine months ended September 30,
2017 and 2016, MAA's basic earnings per share was computed using the two-class method, and MAA's diluted
earnings per share was computed using the more dilutive of the treasury stock method or two-class method, as

presented below:

(dollars and shares in thousands, except per share amounts)

Shares Outstanding

Weighted average common shares - basic
Weighted average partnership units outstanding
Effect of dilutive securities

Weighted average common shares - diluted

Calculation of Earnings per Share - basic

Net income

Net income attributable to noncontrolling interests
Unvested restricted stock (allocation of earnings)
Preferred dividends

Net income available for common shareholders, adjusted

Weighted average common shares - basic
Earnings per share - basic

Calculation of Earnings per Share - diluted

Net income

Net income attributable to noncontrolling interests
Unvested restricted stock (allocation of earnings)
Preferred dividends

Net income available for common shareholders, adjusted

Weighted average common shares - diluted
Earnings per share - diluted

Three months ended

Nine months ended

September 30, September 30,

2017 2016 2017 2016
113,434 75,302 113,392 75,276
_ (nH — a1 — M 4,156
219 — @ 270 246
113,653 75,302 113,662 79,678
$118,958 $88,906 $212,529 $182,344
4,249 ) 4,627 ) (7,600 ) (9,508
(181 ) (254 ) (337 ) (485
(922 ) — (2,766 ) —
$113,606 $84,025 $201,826 $172,351
113,434 75,302 113,392 75,276
$1.00 $1.12 $1.78 $2.29
$118,958 $88,906 $212,529 $182,344
4,249 HD 4,628 YD (7,600 HD —

_ (254 H@ — _

(922 ) — 2,766 ) —
$113,787 $84,024 $202,163 $182,344
113,653 75,302 113,662 79,678
$1.00 $1.12 $1.78 $2.29

)
)
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() For both the three and nine months ended September 30, 2017 and the three months ended September 30, 2016, 4.2
million OP Units and their related income are not included in the diluted earnings per share calculations as they are
not dilutive.

) For the three months ended September 30, 2016, 0.2 million potentially dilutive securities and their related income
are not included in the diluted earnings per share calculations as they are not dilutive.
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4. Earnings per OP Unit of MAALP

Basic earnings per OP Unit is computed by dividing net income available for common unitholders by the weighted
average number of OP Units outstanding during the period. All outstanding unvested restricted unit awards contain
rights to non-forfeitable distributions and participate in undistributed earnings with common unitholders and,
accordingly, are considered participating securities that are included in the two-class method of computing basic
earnings per OP unit. Diluted earnings per OP Unit reflects the potential dilution that could occur if securities or other
contracts to issue OP Units were exercised or converted into OP Units. A reconciliation of the numerators and
denominators of the basic and diluted earnings per OP Unit computations for the three and nine months ended
September 30, 2017 and 2016 is presented below:

o . Three months ended  Nine months ended
(dollars and units in thousands, except per unit amounts)

September 30, September 30,

2017 2016 2017 2016
Units Outstanding
Weighted average common units - basic 117,643 79,449 117,607 79,432
Effect of dilutive securities 219 — M 270 246
Weighted average common units - diluted 117,862 79,449 117,877 79,678
Calculation of Earnings per Unit - basic
Net income $118,958 $88,906 $212,529 $182,344
Unvested restricted stock (allocation of earnings) (181 ) 254 ) (337 ) (484 )
Preferred unit distributions (922 ) — 2,766 ) —
Net income available for common unitholders, adjusted $117,855 $88,652 $209,426 $181,860
Weighted average common units - basic 117,643 79,449 117,607 79,432
Earnings per common unit - basic $1.00 $1.12 $1.78 $2.29
Calculation of Earnings per Unit - diluted
Net income $118,958 $88,906 $212,529 $182,344
Unvested restricted stock (allocation of earnings) — 254 HD — —
Preferred unit distributions (922 ) — 2,766 ) —
Net income available for common unitholders, adjusted $118,036 $88,652 $209,763 $182,344
Weighted average common units - diluted 117,862 79,449 117,877 79,678
Earnings per common unit - diluted $1.00 $1.12 $1.78 $2.29

() For the three months ended September 30, 2016, 0.2 million potentially dilutive securities and their related income
are not included in the diluted earnings per share calculations as they are not dilutive.
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5. MAA Equity

Changes in total equity and its components for the nine-month periods ended September 30, 2017 and 2016 were as
follows (dollars in thousands, except per share and per unit data):

Mid-America Apartment Communities, Inc.

Shareholders' Equity

Pref€omdnonAdditional
Sto&ock  Paid-In
Amdéunount Capital

EQUITY BALANCE
DECEMBER 31, 2016
Net income attributable to
controlling interest
Other comprehensive
income - derivative
instruments (cash flow
hedges)
Issuance and registration
of common shares
Issuance and registration
of preferred shares
Shares repurchased and
retired
Exercise of stock options — — 218
Shares issued in exchange

. — — 1,133
for common units
Shares issued in exchange
for redeemable stock
Redeemable stock fair
market value adjustment
Adjustment for
noncontrolling interest
ownership in operating
partnership
Amortization of unearned
compensation
Dividends on preferred
stock
Dividends on common
stock ($2.61 per share)
Dividends on
noncontrolling interest ~—— — —
units ($2.61 per unit)
EQUITY BALANCE
SEPTEMBER 30, 2017

$9 $1,133 $7,109,012

— 1 153
— — 2,007

— 4782 )

— — 1,482

— — 8,552

$9 $1,134 $7,117,829

Noncontrolling

Accumulated AccumulatedNoncontrollinpnterest -

Distributions Other Interest
in Excess of Comprehens®perating
Net Income Income (LosPartnership

$(707,479 ) $ 1,144 $ 235,976

204,929  — 7,600
— (354 ) (14

— _ (1,133
(870 ) — —

— — (54
(114 ) — —
(2,766 ) — —
(296,535 ) — —

— — (10,982

$(802,835) $ 790 $231,393

Consolidated’otal
Real Equity
Estate

Entity

$ 2306 $6,0642,101

— 212,529
— (368 )
— 154

— 2,007
— 4782 )
— 218

— 1,482
— (870 )
— 8,438
— (2,766 )
— (296,535 )
— (10,982 )

$ 2306  $6,550,626
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Mid-America Apartment Communities, Inc.
Shareholders' Equity

Noncontrolling
. Interest
PreT Jon dditional Af:cu.mul.atedAccumulatedNoncontrolhng
. Distributions Other Interest . Toctial
St&thck  Paid-In . . . Consohd%e .
. in Excess of Comprehensi@perating quity
AndonotintCapital > Real
Net Income Income (LossPartnership
Estate
Entity
EQUITY BALANCE
DECEMBER 31, 2015 $-8$753 $3,627,074 $(634,141 ) $ (1,589 ) $165,726 3 —$3,157,823
Net 1ncc‘)me'attr1butable to L . 172.836 o 9,508 . 182,344
controlling interest
Other comprehensive loss -
derivative instruments (cash —— — — (456 ) (25 ) — (481 )
flow hedges)
Issuance and registration of 1 (739 ) — . o o (738 )
common shares
Shares repurchased and retired ——— (1,811 ) — — — — (1,811 )
Shares 1ssue.d in exchange for 730 L . (780 ) — L
common units
Shares issued in exchange for 122 L o L o 12
redeemable stock
Redeemable stock fair market
value adjustment - o (296 ) — o o (296 )
Adjustment for noncontrolling
interest ownership in operating—— (38 ) — — 38 — —
partnership
Amortlzatlpn of unearned L 6.625 L o L o 6.625
compensation
Dividends on common stock
($2.46 per share) —_ — (185,789 ) — — — (185,789 )
Dividends on noncontrolling
interest units ($2.46 per unit) o o o o 10217 ) — 10217 )
EQUITY BALANCE $-$754 $3,632,013 $(647,390 ) $ (2,045 ) $164250 3 —$3,147,582

SEPTEMBER 30, 2016
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6. MAALP Capital

Changes in total capital and its components for the nine-month periods ended September 30, 2017 and 2016 were as
follows (dollars in thousands, except per unit data):

CAPITAL BALANCE DECEMBER 31,
2016

Net income attributable to controlling
interest

Other comprehensive income - derivative
instruments (cash flow hedges)

Issuance of units

Units repurchased and retired

Exercise of unit options

General partner units issued in exchange
for limited partner units

Units issued in exchange for redeemable
units

Redeemable units fair market value
adjustment

Adjustment for limited partners' capital at

redemption value

Amortization of unearned compensation
Distributions to preferred unitholders
Distributions ($2.61 per unit)

CAPITAL BALANCE SEPTEMBER 30,

2017

CAPITAL BALANCE DECEMBER 31, 2015 $165,726
Net income attributable to controlling interest 9,508

Other comprehensive loss - derivative
instruments (cash flow hedges)
Issuance of units

Units repurchased and retired

Mid-America Apartments, L.P. Unitholders'

Capital
Accumutaed y SO
Limited  General Preferred Other g .
. . Consolidated Partnership
Partner Partner Units Comprehensiv .
eal Estate Capital
Income (Loss), .
Entity
$235,976 $6,337,721 $64,833 $ 1,246 $ 2,306 $6,642,082
7,600 202,163 2,766 — — 212,529
— — — (368 — (368 )
— 154 2,007 — — 2,161
— (4,782 ) — — — (4,782 )
— 218 — — — 218
(1,133 ) 1,133 — — — —
— 1,482 — — — 1,482
— (870 ) — — — (870 )
(68 ) 68 — — — —
— 8,438 — — — 8,438
— — (2,766 ) — — (2,766 )
(10,982 ) (296,535 ) — — — (307,517 )
$231,393 $6,249,190 $66,840 $ 878 $ 2,306 $6,550,607
Mid-America Apartments, L.P. Unitholders'
Capital
Noncontrolling
Accumulated Interest - Total
Limited  General Preferrddther Consolidat | tnershi
Partner ~ Partner Units ComprehensivReal Capital p
Income (Loss)Estate P
Entity
$2,993,696 $§ —$ (1,618 $ —$3,157,804
172,836 — — — 182,344
— — — (481 — (481 )
— (738 ) — — — (738 )
— (1,811 ) — — — (1,811 )
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General partner units issued in exchange for

limited partner units (780 ) 780 o o o o
Units issued in exchange for redeemable units — 122 — — — 122
Redeemable units fair market value adjustment — (296 ) — — — (296 )
Adjustment for limited partners' capital at

. 13 (13 ) — — — —
redemption value
Amortization of unearned compensation — 6,625 — — — 6,625
Distributions ($2.46 per unit) (10,217 ) (185,789 ) — — — (196,006 )
CAPITAL BALANCE SEPTEMBER 30, 2016$164,250 $2,985412 $ —$(2,099 ) $ —$3,147,563
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7. Borrowings

The weighted average effective interest rate at September 30, 2017 and December 31, 2016 for the $4.5 billion of debt
outstanding was 3.5% at both balance sheet dates. Our debt consists of an unsecured revolving credit facility,
unsecured term loans, senior unsecured notes, a secured credit facility with the Federal National Mortgage
Association, or the Fannie Mae Facility, and secured property mortgages. We utilize fixed rate borrowings, interest
rate swaps, and interest rate caps to manage our current and future interest rate risk.

At September 30, 2017, we had $2.8 billion of senior unsecured notes and unsecured term loans fixed at an average
interest rate of 3.8%, $300.0 million of variable rate unsecured term loans with an average interest rate of 2.2%, and a
$1.0 billion unsecured variable rate revolving credit facility with an average interest rate of 2.1% with $250.0 million
borrowed at September 30, 2017. Additionally, we had $110.0 million of secured variable rate debt outstanding at an
average interest rate of 1.7% and $50.0 million of capped secured variable rate debt at an average interest rate of
1.7%. The interest rate on all other secured debt, totaling $950.0 million, was hedged or fixed at an average interest
rate of 4.0%.

Unsecured Revolving Credit Facility

We maintain a $1.0 billion unsecured credit facility with a syndicate of banks led by KeyBank National Association,
or the KeyBank Facility. The KeyBank Facility includes an expansion option up to $1.5 billion. The KeyBank Facility
bears an interest rate of The London Interbank Offered Rate, or LIBOR, plus a spread of 0.85% to 1.55% based on an
investment grade pricing grid and is currently bearing interest at 2.14%. The KeyBank Facility expires in April 2020
with an option to extend for an additional six months. At September 30, 2017, we had $250.0 million actually
borrowed under this facility, and another approximately $2.5 million of the facility used to support letters of credit.

Unsecured Term Loans

We also maintain four term loans with a syndicate of banks, one led by KeyBank National Association, or KeyBank,
two by Wells Fargo Bank, N.A., or Wells Fargo, and one by U.S. Bank National Association, or U.S. Bank,
respectively. The KeyBank term loan has a balance of $150.0 million, matures in 2021, and has a variable interest rate
of LIBOR plus a spread of 0.90% to 1.75% based on our credit ratings. The Wells Fargo term loans have balances of
$250.0 million and $300.0 million, respectively, mature in 2018 and 2022, respectively, and have variable interest
rates of LIBOR plus spreads of 0.90% to 1.90%% and 0.90% to 1.75%%, respectively, based on our credit ratings.
The U.S. Bank term loan has a balance of $150.0 million, matures in 2020, and has a variable interest rate of LIBOR
plus a spread of 0.90% to 1.90% based on our credit ratings.

Senior Unsecured Notes

As of September 30, 2017, we had approximately $2.0 billion (face value) of publicly issued notes and $310 million
of private placement notes. These senior unsecured notes had maturities at issuance ranging from five to twelve years,
averaging 7.1 years remaining until maturity as of September 30, 2017.

On May 9, 2017, the Operating Partnership publicly issued $600.0 million in aggregate principal amount of notes,
maturing on June 1, 2027 with an interest rate of 3.60% per annum, or the 2027 Notes. The purchase price paid by the
initial purchasers was 99.58% of the principal amount. The 2027 Notes are general unsecured senior obligations of the
Operating Partnership and rank equally in right of payment with all other senior unsecured indebtedness of the
Operating Partnership. Interest on the 2027 Notes is payable on June 1 and December 1 of each year, beginning on
December 1, 2017. The net proceeds from the offering, after deducting the original issue discount of approximately
$2.5 million and underwriting commissions and expenses of approximately $3.9 million, were approximately $593.6
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million. The 2027 Notes have been reflected net of discount and debt issuance costs in the Condensed Consolidated
Balance Sheet. In connection with the issuance of the 2027 Notes, we cash settled $300.0 million in forward interest
rate swap agreements, entered into during the first two quarters in the year to effectively lock the interest rate on the
planned transaction, which produced an effective interest rate of 3.68% over the ten year life of the 2027 Notes.

On July 17, 2017, we paid off $150.0 million of senior unsecured notes assumed as part of the Merger. The notes were
scheduled for maturity in October 2017.

Secured Credit Facility
We maintain a $160.0 million secured credit facility with Prudential Mortgage Capital, which is credit enhanced by
the Fannie Mae Facility. The Fannie Mae Facility has maturities from 2017 through 2018. Borrowings under the

Fannie Mae Facility
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totaled $160.0 million at September 30, 2017, all of which was variable rate at an average interest rate of 1.7%. The

available borrowing capacity at September 30, 2017 was $160.0 million.

Secured Property Mortgages

At September 30, 2017, we had $933.3 million of fixed rate conventional property mortgages with an average interest
rate of 4.0% and an average maturity in 2019. On February 7, 2017, we paid off a $15.8 million mortgage associated

with the Grand Cypress apartment community. The mortgage was scheduled for maturity in August 2017. On May 31,
2017, we paid off a $156.4 million mortgage associated with the following apartment communities: CG at Edgewater,

CG at Madison, CG at Seven Oaks, CG at Town Park, CG at Barrett Creek, CG at River Oaks, and CG at
Huntersville. The mortgage was scheduled for maturity in June 2019. On September 11, 2017, we paid off a $13.9

million mortgage associated with the Venue at Stonebridge Ranch. The loan was scheduled for maturity in December

2017.

In addition to these payoffs, we paid $9.0 million associated with property mortgage principal amortizations during

the nine months ended September 30, 2017.

Guarantees

MAA fully and unconditionally guarantees the following debt incurred by the Operating Partnership:

£160.0 million of the Fannie Mae Facility, of which $160.0 million has been borrowed as of September 30, 2017; and

€310.0 million of the privately placed senior unsecured notes.

Total Outstanding Debt

The following table summarizes our indebtedness at September 30, 2017 (dollars in thousands):

Effective Average Contract

Borrowed
Balance Rate
Fixed Rate Secured Debt
Individual property mortgages $933,256 4.0
Variable Rate Secured Debt (1)
Fannie Mae Facility 160,000 1.7
Fair market value adjustments and debt issuance costs 16,717
Total Secured Debt 1,109,973 3.6
Unsecured Debt
Variable rate revolving credit facility 250,000 2.1
Variable rate term loans 300,000 2.2
Term loans fixed with swaps 550,000 3.0
Fixed rate senior notes 2,310,000 4.0
Fair market value adjustments, debt issuance costs and discounts (27,139
Total Unsecured Debt 3,382,861 3.5
Total Outstanding Debt $4,492,834 3.5

() Includes capped balances.

%

%

%

%
%
%
%

%

%

Maturity

9/11/2019

6/1/2018

7/3/2019

4/15/2020
8/29/2020
4/17/2018
10/24/2024

1/18/2023

2/13/2022

38



Edgar Filing: MID AMERICA APARTMENT COMMUNITIES INC - Form 10-Q

8. Derivatives and Hedging Activities
Risk Management Objective of Using Derivatives

We are exposed to certain risks arising from both our business operations and economic conditions. We principally
manage our exposures to a wide variety of business and operational risks through management of our core business

activities. We manage
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economic risks, including interest rate, liquidity and credit risk, primarily by managing the amount, sources and
duration of our debt funding and the use of derivative financial instruments. Specifically, we enter into derivative
financial instruments to manage exposures that arise from business activities that result in the payment of future
contractual and forecasted cash amounts, principally related to our borrowings, the value of which are determined by
changing interest rates, related cash flows and other factors.

Cash Flow Hedges of Interest Rate Risk

Our objectives in using interest rate derivatives are to add stability to interest expense and to manage our exposure to
interest rate movements. To accomplish these objectives, we use interest rate swaps and interest rate caps as part of
our interest rate risk management strategy. Interest rate swaps designated as cash flow hedges involve the receipt of
variable amounts from a counterparty in exchange for us making fixed-rate payments over the life of the agreements
without exchange of the underlying notional amount. Interest rate caps designated as cash flow hedges involve the
receipt of variable amounts from a counterparty if interest rates rise above the strike rate on the contract in exchange
for an up-front premium.

The effective portion of changes in the fair value of derivatives designated and that qualify as cash flow hedges is
recorded in accumulated other comprehensive income and is subsequently reclassified into earnings in the period that
the hedged forecasted transaction affects earnings. During the three and nine months ended September 30, 2017 and
2016, such derivatives were used to hedge the variable cash flows associated with existing variable-rate debt and
forecasted issuances of fixed-rate debt. The ineffective portion of the change in fair value of the derivatives is
recognized directly in earnings and is mainly attributable to a mismatch in the underlying indices of the derivatives
and the hedged interest payments made on our variable-rate debt and due to the designation of acquired interest rate
swaps with a non-zero fair value at inception.

Amounts reported in "Accumulated other comprehensive income" related to derivatives designated as qualifying cash
flow hedges will be reclassified to interest expense as interest payments are made on our variable-rate or fixed-rate
debt. During the next twelve months, we estimate that an additional $80,500 will be reclassified to earnings as an
increase to Interest expense, which primarily represents the difference between our fixed interest rate swap payments
and the projected variable interest rate swap receipts.

As of September 30, 2017, we had the following outstanding interest rate derivatives that were designated as cash
flow hedges of interest rate risk:

Interest Rate Derivative Number of Instruments Notional
Amount
Interest Rate Caps 2 $50,000,000
Interest Rate Swaps 10 $550,000,000

The fair value of our interest rate derivatives designated as hedging instruments at September 30, 2017 included $2.0
million of asset derivatives reported in Other assets and $2.6 million of liability derivatives reported in the Fair market
value of interest rate swaps in the Condensed Consolidated Balance Sheet. The fair value of our interest rate
derivatives designated as hedging instruments at December 31, 2016 included $2.4 million of asset derivatives
reported in "Other assets" and $7.6 million of liability derivatives reported in "Fair market value of interest rate
swaps" in the Condensed Consolidated Balance Sheet.

Bifurcated Embedded Derivatives

Additionally, as a result of the Merger (see Note 2), on December 1, 2016, we issued 867,846 shares of MAA Series |
preferred stock as consideration. These shares are redeemable, at our option, on and after October 1, 2026, at the
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redemption price per share of $50 (see Note 10).

This redemption feature embedded in the MAA Series I preferred stock was evaluated in accordance with ASC 815,
Derivatives and Hedging, and we determined that we were required to bifurcate the value associated with this feature
from its host instrument, the perpetual preferred shares, and account for it as a freestanding derivative on the balance
sheet at fair value as a result of the call option.

Thus, the redemption feature embedded in the MAA Series I preferred stock is reported as a derivative asset in "Other
assets" on the accompanying Condensed Consolidated Balance Sheets and is adjusted to its fair value at each reporting
date, with a corresponding non-cash adjustment to Other non-property income or expense. The embedded derivative
for these preferred shares was initially recorded at a fair value of $10.8 million at the date of the Merger and as of
December 31, 2016 and then subsequently adjusted to fair value of $18.2 million at September 30, 2017. This $7.4
million year-to-date increase includes a
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purchase price allocation adjustment of $1.6 million related to the Merger opening balance sheet date, which was
recorded in the first quarter of 2017 , as well as $5.8 million of year-to-date mark to market adjustments of non-cash
income recorded to reflect the change in fair value of the derivative asset in the nine months ended September 30,

2017.

Tabular Disclosure of the Effect of Derivative Instruments on the Condensed Consolidated Statements of Operations

The table below presents the effect of our derivative financial instruments on the Condensed Consolidated Statements
of Operations for the three and nine months ended September 30, 2017 and 2016 (dollars in thousands):

Derivatives in Cash Flow

Hedging Relationships

Three months ended
September 30,

Interest rate contracts

Nine months ended
September 30,

Interest rate contracts
Derivatives Not
Designated as Hedging

Instruments

Three months ended
September 30,

Preferred stock
embedded derivative

Nine months ended
September 30,

Preferred stock
embedded derivative

Amount of Gain
Amount of or (Loss)
Gain or (Loss) Location of Gain or Reclassified from
Recognized in (Loss) Reclassified Accumulated
OCI on Derivative from Accumulated OCI into Interest
(Effective Portion) OCI into Income  Expense

(Effective Portion) (Effective Portion

Location of Gain or
(Loss) Recognized in
Income on Derivative
(Ineffective Portion and
mount Excluded from
ffectiveness Testing)
2017 2016

2017 2016

$90 $1,179 Interest Expense $33 $(1,042) Interest Expense

$(1,252) $(3,840) Interest Expense $(884) $(3,359) Interest Expense

Location of Gain
Recognized in Income
on Derivative

Interest and other
non-property income

Interest and other
non-property income

Credit-Risk-Related Contingent Features

Amount of
Gain or (Loss)
Recognized

in Interest
Expense (Ineffex
Portion and Amq
Excluded from
Effectiveness
Testing)

2017 2016

$3 ) $96

$(17 ) $(67)

Amount of
Gain
Recognized in
Income on
Derivative

2017 2016

$4,107 $—

$5,827 $—

As of September 30, 2017, derivatives that were in a net liability position and subject to credit-risk-related contingent
features had a termination value of $2.8 million, which included accrued interest but excluded any adjustment for
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nonperformance risk. These derivatives had a fair value, gross of asset positions, of $2.6 million at September 30,
2017.

Certain of our derivative contracts contain a provision where we could be declared in default on our derivative
obligations if repayment of the underlying indebtedness is accelerated by the lender due to our default on the
indebtedness. As of September 30, 2017, we had not breached the provisions of these agreements. If we had breached
these provisions, we could have been required to settle our obligations under the agreements at the termination value
of $2.8 million.

Although our derivative contracts are subject to master netting arrangements, which serve as credit mitigants to both
us and our counterparties under certain situations, we do not net our derivative fair values or any existing rights or
obligations to cash collateral on the Condensed Consolidated Balance Sheets. We did not have any asset or liability
derivative balances that were offsetting that would have resulted in reported net derivative balances differing from the
recorded gross amount of derivative assets of $2.0 million and $2.4 million (excluding the preferred stock embedded
derivative) as of September 30, 2017 and December 31, 2016, respectively, or gross recorded derivative liabilities of
$2.6 million and $7.6 million as of September 30, 2017 and December 31, 2016, respectively.
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Other Comprehensive Income

MAA's other comprehensive income consists entirely of gains and losses attributable to the effective portion of our
cash flow hedges. The chart below shows the change in the balance for the nine months ended September 30, 2017
and 2016 (dollars in thousands):
Changes in Accumulated Other Comprehensive Income (Loss) by Component

Gains and Losses

Affected Line Item in the Condensed on Cash Flow
Consolidated Statements Of Operations Hedges
For the nine months ended September 30, 2017 2016
Beginning balance $1,144 $(1,589)
Other (?o.mpfehenswe income (loss) before (1252 ) (3.840 )
reclassifications
Amounts reglasglfled frqm accumulated other Tnterest expense 384 3.359
comprehensive income (interest rate contracts)
Net current-period other comprehensive loss 14 75

attributable to noncontrolling interests

Net current-period other comprehensive loss
attributable to MAA (354 ) @56 )
Ending balance $790 $(2,045)

See also discussions in Note 9 to the Condensed Consolidated Financial Statements.
9. Fair Value Disclosure of Financial Instruments

Cash and cash equivalents, restricted cash, accounts payable, accrued expenses and other liabilities and security
deposits are carried at amounts that reasonably approximate their fair value due to their short term nature.

We apply Financial Accounting Standard Board, or FASB, ASC 820 Fair Value Measurements and Disclosures, or
ASC 820. ASC 820 defines fair value, establishes a framework for measuring fair value, and expands disclosures
about fair value measurements. ASC 820 applies to reported balances that are required or permitted to be measured at
fair value under existing accounting pronouncements; accordingly, the standard does not require any new fair value
measurements of reported balances.

ASC 820 emphasizes that fair value is a market-based measurement, not an entity-specific measurement. Therefore, a
fair value measurement should be determined based on the assumptions that market participants would use in pricing
the asset or liability. As a basis for considering market participant assumptions in fair value measurements, ASC 820
establishes a fair value hierarchy that distinguishes between market participant assumptions based on market data
obtained from sources independent of the reporting entity (observable inputs that are classified within Levels 1 and 2
of the hierarchy) and the reporting entity’s own assumptions about market participant assumptions (unobservable
inputs classified within Level 3 of the hierarchy).

Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities that we have the
ability to access. Level 2 inputs are inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. Level 2 inputs may include quoted prices for similar assets and liabilities
in active markets, as well as inputs that are observable for the asset or liability (other than quoted prices), such as
interest rates, foreign exchange rates, and yield curves that are observable at commonly quoted intervals. Level 3
inputs are unobservable inputs for the asset or liability, which are typically based on an entity’s own assumptions, as
there is little, if any, related market activity. In instances where the determination of the fair value measurement is
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based on inputs from different levels of the fair value hierarchy, the level in the fair value hierarchy within which the
entire fair value measurement falls is based on the lowest level input that is significant to the fair value measurement
in its entirety. Our assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment, and considers factors specific to the asset or liability.

Fixed rate notes payable at September 30, 2017 and December 31, 2016, totaled $3.23 billion and $3.00 billion,
respectively, and had estimated fair values of $3.41 billion and $3.13 billion (excluding prepayment penalties),
respectively, as of September 30, 2017 and December 31, 2016. The carrying values of variable rate notes payable
(excluding the effect of interest rate swap and cap agreements) at September 30, 2017 and December 31, 2016, totaled
$1.3 billion and $1.5 billion, respectively, and had estimated fair values of $1.3 billion and $1.5 billion (excluding
prepayment penalties), respectively, as of September 30, 2017 and December 31, 2016. The valuation of our debt is
determined using widely accepted valuation techniques, including discounted cash flow analysis on the expected cash
flows of each debt instrument. This analysis reflects
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the contractual terms of the debt, and uses observable market-based inputs, including interest rate curves and credit
spreads. The fair values of fixed rate debt are determined by using the present value of future cash outflows
discounted with the applicable current market rate plus a credit spread. The fair values of variable rate debt are
determined using the stated variable rate plus the current market credit spread. Our variable rates reset every 30 to 90
days and we conclude that these rates reasonably estimate current market rates. We have determined that inputs used
to value our debt fall within Level 2 of the fair value hierarchy and therefore our fair market valuation of debt is
considered Level 2 in the fair value hierarchy.

Financial Instruments Carried at Fair Value

Currently, we use interest rate swaps and interest rate caps (options) to manage our 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 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.

The fair values of interest rate options are determined using the market standard methodology of discounting the
future expected cash receipts that would occur if variable interest rates rise above the strike rate of the caps. The
variable interest rates used in the calculation of projected receipts on the cap are based on an expectation of future
interest rates derived from observable market interest rate curves and volatilities.

To comply with the provisions of ASC 820, we incorporate credit valuation adjustments to appropriately reflect both
our own nonperformance risk and the respective counterparty’s nonperformance risk in the fair value measurements. In
adjusting the fair value of our derivative contracts for the effect of nonperformance risk, we have considered the
impact of netting and any applicable credit enhancements, such as collateral postings, thresholds, mutual puts and
guarantees. In conjunction with the FASB's fair value measurement guidance, we made an accounting policy election
to measure the credit risk of our derivative financial instruments that are subject to master netting agreements on a net
basis by counterparty portfo