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Clipper Realty Inc.
Consolidated Balance Sheets

(In thousands, except for share and per share data)

December 31, 
2022

December 31, 
2021

 
ASSETS
Investment in real estate
    Land and improvements 540,859$           540,859$           
    Building and improvements 656,460             649,686             
    Tenant improvements 3,406                 3,406                 
    Furniture, fixtures and equipment 12,878               12,500               
    Real estate under development 142,287             97,301               
Total investment in real estate 1,355,890          1,303,752          
     Accumulated depreciation (184,781)            (158,002)            
Investment in real estate, net 1,171,109          1,145,750          

Cash and cash equivalents 18,152               34,524               
Restricted cash 12,514               17,700               
Tenant and other receivables, net of allowance for doubtful accounts 5,005                 10,260               
    of $321 and $7,905, respectively
Deferred rent 2,573                 2,656                 
Deferred costs and intangible assets, net 6,624                 7,126                 
Prepaid expenses and other assets 13,654               15,641               
TOTAL ASSETS 1,229,631$        1,233,657$        

LIABILITIES AND EQUITY
Liabilities:
Notes payable, net of unamortized loan costs 1,161,588$        1,131,154$        
    of $9,650 and $12,898, respectively
Accounts payable and accrued liabilities 17,094               19,558               
Security deposits 7,940                 7,110                 
Below-market leases, net 18                      53                      
Other liabilities 5,812                 5,833                 
TOTAL LIABILITIES 1,192,452          1,163,708          

Equity:
Preferred stock, $0.01 par value; 100,000 shares authorized (including 140 shares -                     -                     
    of 12.5% Series A cumulative non-voting preferred stock),
    zero shares issued and outstanding
Common stock, $0.01 par value; 500,000,000 shares authorized, 160                    160                    
    16,063,228 shares issued and outstanding
Additional paid-in-capital 88,829               88,089               
Accumulated deficit (74,895)              (61,736)              
Total stockholders' equity 14,094               26,513               
Non-controlling interests 23,085               43,436               
TOTAL EQUITY 37,179               69,949               

TOTAL LIABILITIES AND EQUITY 1,229,631$        1,233,657$        
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Clipper Realty Inc.
Consolidated Statements of Operations
(In thousands, except per share data)

Three Months Ended December 31, Year Ended December 31,
2022 2021 2022 2021

(unaudited) (unaudited)
REVENUES

Residential rental income 23,095$             21,253$             90,262$             85,771$             
Commercial rental income 9,914 9,523 39,484 36,958 

TOTAL REVENUES 33,009               30,776               129,746             122,729             

OPERATING EXPENSES
Property operating expenses 7,572 6,449 29,306 28,997 
Real estate taxes and insurance 8,492 7,922 32,561 30,449 
General and administrative 3,404 2,791 12,752 10,570 
Transaction pursuit costs - - 506 60 
Depreciation and amortization 6,764 6,794 26,985 25,762 

TOTAL OPERATING EXPENSES 26,232               23,956               102,110             95,838               

Litigation settlement and other - (2,730) - (2,730) 

INCOME FROM OPERATIONS 6,777 4,090 27,636               24,161               

Interest expense, net (10,131)              (10,325)              (40,207)              (41,284)              
Loss on extinguishment of debt - - - (3,034) 
Gain on involuntary conversion - - - 139 

Net loss (3,354) (6,235) (12,571)              (20,018)              

Net loss attributable to non-controlling interests 2,084 3,873 7,807 12,431 
Net loss attributable to common stockholders (1,270)$              (2,362)$              (4,764)$              (7,587)$              

Basic and diluted net loss per share (0.10)$                (0.16)$                (0.36)$                (0.51)$                

Weighted average common shares / OP units
Common shares outstanding 16,063 16,063 16,063 16,063 
OP units outstanding 26,317 26,317 26,317 26,317 
Diluted shares outstanding 42,380 42,380 42,380 42,380 
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Clipper Realty Inc.
Consolidated Statements of Cash Flows

(In thousands)
 

Year Ended December 31,
. 2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss (12,571)$            (20,018)$            

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation 26,779               25,536               
Amortization of deferred financing costs 1,252                 1,247                 
Amortization of deferred costs and intangible assets 687                    707                    
Amortization of above- and below-market leases (35)                     (104)                   
Loss on extinguishment of debt -                         3,034                 
Gain on involuntary conversion -                         (139)                   
Deferred rent (163)                   (202)                   
Stock-based compensation 2,920                 2,611                 
Bad debt expense (236)                   1,850                 
Transaction pursuit costs -                         60                      

Changes in operating assets and liabilities:
Tenant and other receivables (310)                   (5,108)                
Prepaid expenses, other assets and deferred costs (214)                   (2,639)                
Accounts payable and accrued liabilities 1,222                 3,456                 
Security deposits 830                    127                    
Other liabilities (22)                     404                    

Net cash provided by operating activities 20,139               10,822               

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to land, buildings and improvements (45,450)              (35,531)              
Insurance proceeds from involuntary conversion -                         150                    
Acquisition deposit 2,015                 (2,015)                
Cash paid in connection with acquisition of real estate (8,041)                (40,548)              
Net cash used in investing activities (51,476)              (77,944)              

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of mortgage notes (2,191)                (97,432)              
Proceeds from mortgage notes 29,378               151,764             
Dividends and distributions (17,073)              (16,758)              
Loan issuance and extinguishment costs (335)                   (7,260)                
Net cash provided by financing activities 9,779                 30,314               

Net decrease in cash and cash equivalents and restricted cash (21,558)              (36,808)              
Cash and cash equivalents and restricted cash - beginning of period 52,224               89,032               
Cash and cash equivalents and restricted cash - end of period 30,666$             52,224$             

Cash and cash equivalents and restricted cash - beginning of period
Cash and cash equivalents 34,524$             72,058$             
Restricted cash 17,700               16,974               
Total cash and cash equivalents and restricted cash - beginning of period 52,224$             89,032$             

Cash and cash equivalents and restricted cash - end of period:
Cash and cash equivalents 18,152$             34,524$             
Restricted cash 12,514               17,700               
Total cash and cash equivalents and restricted cash - end of period 30,666$             52,224$             

Supplemental cash flow information:
Cash paid for interest, net of capitalized interest of $2069 and $1740 in 2022 and 2021, respectively 38,989$             40,227$             
Non-cash interest capitalized to real estate under developmen 2,331                 343                    
Additions to investment in real estate included in accounts payable and accrued liabilitie 4,882                 8,566                 
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Clipper Realty Inc.
Reconciliation of Non-GAAP Measures 

(In thousands, except per share data)
(Unaudited)

Three Months Ended December 31, Year Ended December 31,

2022 2021 2022 2021
FFO
Net loss (3,354)$              (6,235)$              (12,571)$            (20,018)$            

Real estate depreciation and amortization 6,764                 6,794                 26,985               25,762               
FFO 3,410$               559$                  14,414$             5,744$               

AFFO
FFO 3,410$               559$                  14,414$             5,744$               

Amortization of real estate tax intangible 121                    120                    481                    481                    
Amortization of above- and below-market leases (9)                       (8)                       (35)                     (104)                   
Straight-line rent adjustments 57                      (77)                     (163)                   (202)                   
Amortization of debt origination costs 313                    313                    1,252                 1,247                 
Amortization of LTIP awards 856                    665                    2,920                 2,611                 
Transaction pursuit costs -                     -                     506                    60                      
Loss on extinguishment of debt -                     -                     -                     3,034                 
Gain on involuntary conversion -                     -                     -                     (139)                   
Litigation settlement and other -                     2,730                 -                     2,730                 
Certain litigation-related expenses -                     100                    188                    299                    
Recurring capital spending (50)                     (46)                     (326)                   (205)                   

AFFO 4,698$               4,356$               19,237$             15,556$             
AFFO Per Share/Unit 0.11$                 0.10$                 0.45$                 0.37$                 

Non-GAAP Financial Measures
We disclose and discuss funds from operations (“FFO”), adjusted funds from operations (“AFFO”), adjusted earnings before interest, 
income taxes, depreciation and amortization (“Adjusted EBITDA”) and net operating income (“NOI”), all of which meet the definition of 
“non-GAAP financial measures” set forth in Item 10(e) of Regulation S-K promulgated by the SEC.

While management and the investment community in general believe that presentation of these measures provides useful information to 
investors, neither FFO, AFFO, Adjusted EBITDA, nor NOI should be considered as an alternative to net income (loss) or income from 
operations as an indication of our performance. We believe that to understand our performance further, FFO, AFFO, Adjusted EBITDA, 
and NOI should be compared with our reported net income (loss) or income from operations and considered in addition to cash flows 
computed in accordance with GAAP, as presented in our consolidated financial statements.

Funds From Operations and Adjusted Funds From Operations
FFO is defined by the National Association of Real Estate Investment Trusts (“NAREIT”) as net income (computed in accordance with 
GAAP), excluding gains (or losses) from sales of property and impairment adjustments, plus depreciation and amortization, and after 
adjustments for unconsolidated partnerships and joint ventures. Our calculation of FFO is consistent with FFO as defined by NAREIT.

AFFO is defined by us as FFO excluding amortization of identifiable intangibles incurred in property acquisitions, straight-line rent 
adjustments to revenue from long-term leases, amortization costs incurred in originating debt, interest rate cap mark-to-market adjustments, 
amortization of non-cash equity compensation, acquisition and other costs, transaction pursuit costs, loss on modification/extinguishment 
of debt, gain on involuntary conversion, gain on termination of lease and non-recurring litigation-related expenses, less recurring capital 
spending.

Historical cost accounting for real estate assets implicitly assumes that the value of real estate assets diminishes predictably over time. In 
fact, real estate values have historically risen or fallen with market conditions. FFO is intended to be a standard supplemental measure of 
operating performance that excludes historical cost depreciation and valuation adjustments from net income. We consider FFO useful in 
evaluating potential property acquisitions and measuring operating performance. We further consider AFFO useful in determining funds 
available for payment of distributions. Neither FFO nor AFFO represent net income or cash flows from operations computed in accordance 
with GAAP. You should not consider FFO and AFFO to be alternatives to net income (loss) as reliable measures of our operating
performance; nor should you consider FFO and AFFO to be alternatives to cash flows from operating, investing or financing activities 
(computed in accordance with GAAP) as measures of liquidity.

Neither FFO nor AFFO measure whether cash flow is sufficient to fund all of our cash needs, including loan principal amortization, capital 
improvements and distributions to stockholders. FFO and AFFO do not represent cash flows from operating, investing or financing 
activities computed in accordance with GAAP. Further, FFO and AFFO as disclosed by other REITs might not be comparable to our
calculations of FFO and AFFO.

Adjusted Earnings Before Interest, Income Taxes, Depreciation and Amortization
We believe that Adjusted EBITDA is a useful measure of our operating performance. We define Adjusted EBITDA as net income (loss)
before allocation to non-controlling interests, plus real estate depreciation and amortization, amortization of identifiable intangibles, 
straight-line rent adjustments to revenue from long-term leases, amortization of non-cash equity compensation, interest expense (net), 
acquisition and other costs, transaction pursuit costs, loss on modification/extinguishment of debt and non-recurring litigation-related 
expenses, less gain on involuntary conversion and gain on termination of lease.
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Three Months Ended December 31, Year Ended December 31,
2022 2021 2022 2021

Adjusted EBITDA
Net loss (3,354)$              (6,235)$              (12,571)$            (20,018)$            

Real estate depreciation and amortization 6,764                 6,794                 26,985               25,762               
Amortization of real estate tax intangible 121                    120                    481                    481                    
Amortization of above- and below-market leases (9)                       (8)                       (35)                     (104)                   
Straight-line rent adjustments 57                      (77)                     (163)                   (202)                   
Amortization of LTIP awards 856                    665                    2,920                 2,611                 
Interest expense, net 10,131               10,326               40,207               41,284               
Transaction pursuit costs -                     -                     506                    60                      
Loss on extinguishment of debt -                     -                     -                     3,034                 
Gain on involuntary conversion -                     -                     -                     (139)                   
Litigation settlement and other -                     2,730                 -                     2,730                 
Certain litigation-related expenses -                     100                    188                    299                    

Adjusted EBITDA 14,566$             14,415$             58,518$             55,798$             

Three Months Ended December 31, Year Ended December 31,
2022 2021 2022 2021

NOI
Income from operations 6,777$               4,090$               27,636$             24,161$             

Real estate depreciation and amortization 6,764                 6,794                 26,985               25,762               
General and administrative expenses 3,404                 2,791                 12,752               10,570               
Transaction pursuit costs -                     -                     506                    60                      
Amortization of real estate tax intangible 121                    120                    481                    481                    
Amortization of above- and below-market leases (9)                       (8)                       (35)                     (104)                   
Straight-line rent adjustments 57                      (77)                     (163)                   (202)                   

NOI 17,114$             16,440$             68,162$             63,458$             

We believe that this measure provides an operating perspective not immediately apparent from GAAP income from operations or net 
income (loss). We consider Adjusted EBITDA to be a meaningful financial measure of our core operating performance.

However, Adjusted EBITDA should only be used as an alternative measure of our financial performance. Further, other REITs may use 
different methodologies for calculating Adjusted EBITDA, and accordingly, our Adjusted EBITDA may not be comparable to that of other 
REITs.

The following table sets forth a reconciliation of Adjusted EBITDA for the periods presented to net loss, computed in accordance with 

Net Operating Income
We believe that NOI is a useful measure of our operating performance. We define NOI as income from operations plus real estate 
depreciation and amortization, general and administrative expenses, acquisition and other costs, transaction pursuit costs, amortization of 
identifiable intangibles and straight-line rent adjustments to revenue from long-term leases, less gain on termination of lease. We believe 
that this measure is widely recognized and provides an operating perspective not immediately apparent from GAAP income from operations 
or net income (loss). We use NOI to evaluate our performance because NOI allows us to evaluate the operating performance of our 
company by measuring the core operations of property performance and capturing trends in rental housing and property operating expenses. 
NOI is also a widely used metric in valuation of properties. 

However, NOI should only be used as an alternative measure of our financial performance. Further, other REITs may use different 
methodologies for calculating NOI, and accordingly, our NOI may not be comparable to that of other REITs.
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