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FORWARD-LOOKING STATEMENTS 

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the 
"Securities Act") and Section 21E of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), which include, but are not limited to, statements related 
to our expectations regarding the anticipated benefits of the proposed merger with Starwood Waypoint Homes (“SFR”), the performance of our business, our 
financial results, our liquidity and capital resources, and other non-historical statements. In some cases, you can identify these forward-looking statements by the use 
of words such as "outlook," "believes," "expects," "potential," "continues," "may," "will," "should," "could," "seeks," "projects," "predicts," "intends," "plans," 
"estimates," "anticipates" or the negative version of these words or other comparable words. Such forward-looking statements are subject to various risks and 
uncertainties, including, among others, risks associated with our ability to consummate the merger and the timing of the closing of the merger, risks associated with 
achieving expected revenue synergies or cost savings, risks inherent to the single-family rental industry sector and our business model, macroeconomic factors 
beyond our control, competition in identifying and acquiring our properties, competition in the leasing market for quality residents, increasing property taxes, 
homeowners’ association (“HOA”) and insurance costs, our dependence on third parties for key services, risks related to evaluation of properties, poor resident 
selection and defaults and non-renewals by our residents, performance of our information technology systems, and risks related to our indebtedness. Accordingly, 
there are or will be important factors that could cause actual outcomes or results to differ materially from those indicated in these statements. We believe these factors 
include but are not limited to those described in Exhibit 99.1 to this Quarterly Report on Form 10-Q and under Part I. Item 1A. “Risk Factors," in our Annual Report on 
Form 10-K for the year ended December 31, 2016 (the “Annual Report on Form 10-K”) as such factors may be updated from time to time in our periodic filings with the 
Securities and Exchange Commission (the “SEC”), which are accessible on the SEC’s website at http://www.sec.gov. These factors should not be construed as 
exhaustive and should be read in conjunction with the other cautionary statements that are included elsewhere in this Quarterly Report on Form 10-Q, in the Annual 
Report on Form 10-K and in our other periodic filings. The forward-looking statements speak only as of the date made, and we expressly disclaim any obligation or 
undertaking to publicly update or review any forward-looking statement, whether as a result of new information, future developments or otherwise, except to the 
extent otherwise required by law. 
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DEFINED TERMS 

Prior to the completion of our initial public offering, our business was owned by six holding entities: Invitation Homes L.P., Preeminent Holdings Inc., Invitation 
Homes 3 L.P., Invitation Homes 4 L.P., Invitation Homes 5 L.P. and Invitation Homes 6 L.P. We refer to these six holding entities collectively as the “IH Holding 
Entities.” Unless the context suggests otherwise, references to “IH1,” “IH2,” “IH3,” “IH4,” “IH5” and “IH6” refer to Invitation Homes L.P., Preeminent Holdings Inc., 
Invitation Homes 3 L.P., Invitation Homes 4 L.P., Invitation Homes 5 L.P. and Invitation Homes 6 L.P., respectively, in each case including any wholly owned 
subsidiaries, if applicable. The IH Holding Entities were under the common control of Blackstone Real Estate Partners VII L.P., an investment fund sponsored by The 
Blackstone Group L.P., and its general partner and certain affiliated funds and investment vehicles. Investment funds and vehicles associated with or designated by 
The Blackstone Group L.P. are referred to herein as “Blackstone” or “our Sponsor.” We refer to Blackstone, together with our management and other equity holders, 
collectively as our “Pre-IPO Owners.” Unless the context suggests otherwise, references in this Quarterly Report on Form 10-Q to “Invitation Homes,” the 
“Company,” “we,” “our” and “us” refer (1) prior to the consummation of the reorganization transactions described in Part I. Item 2. “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” (the “Pre-IPO Transactions”), to the combined IH Holding Entities and their consolidated subsidiaries, 
including Invitation Homes Operating Partnership LP (“INVH LP”) and (2) after the consummation of the Pre-IPO Transactions, to Invitation Homes Inc. and its 
consolidated subsidiaries (including the INVH LP and the IH Holding Entities). 

In this Quarterly Report on Form 10-Q: 
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• “average monthly rent” represents the average of the contracted monthly rent for occupied properties in an identified population of homes for the relevant 
period and reflects rent concessions amortized over the life of the related lease; 

• “average occupancy” for an identified population of homes represents (i) the number of days that the homes available for lease in such population were 
occupied, divided by (ii) the total number of available days in the measurement period for the homes in that population; 

• “days to re-resident” for an individual home represents the number of days a home is unoccupied between residents, calculated as the number of days between 
(i) the date the prior resident moves out of a home, and (ii) the date the next resident is granted access to the same home, which is deemed to be the earlier 
of (x) the next resident’s contractual lease start date and (y) the next resident’s move-in date; 

• “in-fill” refers to markets, MSAs, submarkets, neighborhoods or other geographic areas that are typified by significant population densities and low availability 
of land suitable for development into competitive properties, resulting in limited opportunities for new construction; 

• “Metropolitan Statistical Area” or “MSA” is defined by the U.S. Office of Management and Budget as a region associated with at least one urbanized area that 
has a population of at least 50,000 and comprises the central county or counties containing the core, plus adjacent outlying counties having a high 
degree of social and economic integration with the central county or counties as measured through commuting; 

• “net effective rental rate growth” for any home represents the difference between the monthly rent from an expiring lease and the monthly rent from the next 
lease, in each case, net of any amortized concessions. Leases are either renewal leases, where our current resident chooses to stay for a subsequent lease 
term, or a new lease, where our previous resident moves out and a new resident signs a lease to occupy the same home; 

• “Northern California” includes Modesto, CA, Napa, CA, Oakland-Fremont-Hayward, CA, Sacramento-Arden-Arcade-Roseville, CA, San Jose-Sunnyvale-Santa 
Clara, CA, Stockton-Lodi, CA, Vallejo-Fairfield, CA and Yuba City, CA; 

• “PSF” means per square foot;

• “Same Store” or “Same Store portfolio” includes, for a given reporting period, homes that have been stabilized (defined as homes that have (i) completed an 
upfront renovation and (ii) entered into at least one post-renovation Invitation Homes lease) for at least 90 days prior to the first day of the prior-year 
measurement period and excludes homes that have been sold and homes that have been designated for sale but have not yet entered into a written sale 
agreement during such reporting period. Same Store portfolios are established as of January 1st of each calendar year.  



 

 
Therefore, any home included in the Same Store portfolio will have satisfied the conditions described in clauses (i) and (ii) above prior to October 3rd of the 
year prior to the first year of the comparison period. We believe presenting information about the portion of our portfolio that has been fully operational for the 
entirety of a given reporting period and its prior year comparison period provides investors with meaningful information about the performance of our 
comparable homes across periods and about trends in our organic business; 
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• “South Florida” includes Fort Lauderdale-Pompano Beach-Deerfield Beach, FL, Key West, FL, Miami-Miami Beach-Kendall, FL and West Palm Beach-Boca 
Raton-Delray Beach, FL; 

• “Southern California” includes Anaheim-Santa Ana-Irvine, CA, Los Angeles-Long Beach-Glendale, CA, Oxnard-Thousand Oaks-Ventura, CA, Riverside-San 
Bernardino-Ontario, CA and San Diego-Carlsbad-San Marcos, CA; 

• “total homes” or “total portfolio” refers to the total number of homes we own, whether or not stabilized, and excludes any properties previously acquired in 
purchases that have been subsequently rescinded or vacated. Unless the context otherwise requires, all measures in this prospectus are presented on a 
total portfolio basis; 

• “turnover rate” represents the number of instances that homes in an identified population become unoccupied in a given period, divided by the number of 
homes in such population. To the extent the measurement period shown is less than 12 months, the turnover rate will be reflected on an annualized 
basis; and 

• “Western United States” includes our Southern California, Northern California, Seattle, Phoenix and Las Vegas markets.



 

 

PART I 

FINANCIAL INFORMATION 

Item 1. Financial Statements. 

INVITATION HOMES INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS 

(in thousands, except shares and per share data)  

The accompanying notes are an integral part of these condensed consolidated financial statements.  
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September 30, 

2017   
December 31, 

2016 

Assets:   (unaudited)     

Investments in single-family residential properties:         

Land   $ 2,733,834   $ 2,703,388 
Building and improvements   7,169,872   7,091,457 

    9,903,706   9,794,845 
Less: accumulated depreciation   (982,463)   (792,330) 

Investments in single-family residential properties, net   8,921,243   9,002,515 
Cash and cash equivalents   134,441   198,119 
Restricted cash   153,781   222,092 
Other assets, net   315,059   309,625 

Total assets   $ 9,524,524   $ 9,732,351 

         

Liabilities:         

Mortgage loans, net   $ 4,157,024   $ 5,254,738 
Term loan facility, net   1,487,251   — 
Credit facilities, net   —   2,315,541 
Accounts payable and accrued expenses   160,674   88,052 
Resident security deposits   88,976   86,513 
Other liabilities   28,586   30,084 

Total liabilities   5,922,511   7,774,928 
         

Equity:         

Shareholders' equity         

Preferred stock, $0.01 par value per share, 900,000,000 shares authorized, none outstanding at September 30, 2017   —   — 
Common stock, $0.01 par value per share, 9,000,000,000 shares authorized, 311,354,290 outstanding at September 

30, 2017   3,114   — 
Additional paid-in capital   3,677,182   — 
Accumulated deficit   (86,450)   — 
Accumulated other comprehensive income   8,167   — 

Total shareholders' equity   3,602,013   — 
Combined equity   —   1,957,423 

Total equity   3,602,013   1,957,423 

Total liabilities and equity   $ 9,524,524   $ 9,732,351 



 
INVITATION HOMES INC. 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
(in thousands, except shares and per share data)  

(unaudited) 

 

 
 

 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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    For the Three Months Ended   For the Nine Months Ended 

    September 30,   September 30, 

    2017   2016   2017   2016 

Revenues:                 

Rental revenues   $ 229,375   $ 221,049   $ 683,975   $ 654,726 
Other property income   14,161   11,989   40,527   33,310 

Total revenues   243,536   233,038   724,502   688,036 
                 
Operating expenses:                 

Property operating and maintenance   93,267   94,246   274,275   270,494 
Property management expense   10,852   7,715   31,436   22,638 
General and administrative   27,462   18,811   104,154   49,579 
Depreciation and amortization   67,466   66,480   202,558   198,261 
Impairment and other   14,572   1,279   16,482   1,642 

Total operating expenses   213,619   188,531   628,905   542,614 

Operating income   29,917   44,507   95,597   145,422 
                 
Other income (expenses):                 

Interest expense   (56,796)   (68,365)   (182,726)   (209,165) 

Other, net   613   (1,057)   (482)   (1,025) 

Total other income (expenses)   (56,183)   (69,422)   (183,208)   (210,190) 

                 

Loss from continuing operations   (26,266)   (24,915)   (87,611)   (64,768) 

Gain on sale of property, net of tax   3,756   2,966   28,239   13,178 
                 
Net loss   $ (22,510)   $ (21,949)   $ (59,372)   $ (51,590) 

                 

    

Three Months Ended 
September 30, 

2017       

February 1, 2017 
through 

September 30, 
2017     

Net loss available to common shareholders — basic and diluted (Note 12)   $ (22,745)       $ (42,837)     

                 

Weighted average common shares outstanding — basic and diluted   311,559,780       311,674,226     

                 

Net loss per common share — basic and diluted   $ (0.07)       $ (0.14)     

                 

Dividends declared per common share   $ 0.08       $ 0.14     



 
INVITATION HOMES INC. 

CONDENSED CONSOLIDATED STATEMENTS OF OTHER COMPREHENSIVE INCOME (LOSS) 
(in thousands) 

(unaudited) 
 

 

 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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    For the Three Months Ended   For the Nine Months Ended 

    September 30,   September 30, 

    2017   2016   2017   2016 

Net loss   $ (22,510)   $ (21,949)   $ (59,372)   $ (51,590) 

Other comprehensive loss                 

Unrealized losses on interest rate swaps   (598)   —   (4,796)   — 
Losses from interest rate swaps reclassified into earnings from accumulated 

other comprehensive income   4,193   —   12,963   — 
Other comprehensive income   3,595   —   8,167  — 

Comprehensive loss   $ (18,915)   $ (21,949)   $ (51,205)  $ (51,590) 



 
INVITATION HOMES INC. 

CONDENSED CONSOLIDATED STATEMENT OF EQUITY  
For the Nine Months Ended September 30, 2017 

(in thousands, except share information) 
(unaudited) 

 
 

 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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        Common Stock                 

    
Combined 

Equity   
Number of 

Shares   Amount   
Additional 

Paid-in Capital   
Accumulated 

Deficit   

Accumulated 
Other 

Comprehensive 
Income   Total Equity 

Balance as of December 31, 2016   $ 1,957,423    —    $ —    $ —    $ —    $ —    $ 1,957,423  
Net loss   (16,879 )   —    —    —    —    —    (16,879 ) 

Redemption of Series A Preferred 
Stock   (1,153 )   —    —    —    —    —    (1,153 ) 

Distribution of Class B notes receivable   (19,686 )   —    —    —    —    —    (19,686 ) 

Cancellation/distribution of Class B 
notes receivable   19,686    —    —    —    —    —    19,686  

Share-based compensation expense   12,001    —    —    —    —    —    12,001  
Accrued interest on Class B notes   15    —    —    —    —    —    15  

Balance as of January 31, 2017   1,951,407    —    —    —    —    —    1,951,407  
Pre-IPO Transactions (see Note 1)   (1,951,407 )   221,826,634    2,218    1,949,189    —    —    —  
Issuance of common stock — IPO   —    88,550,000    886    1,691,172    —    —    1,692,058  
IPO costs   —    —    —    (5,726 )   —    —    (5,726 ) 

Net loss   —    —    —    —    (42,493 )   —    (42,493 ) 

Dividends and dividend equivalents 
declared   —    —    —    —    (43,957 )   —    (43,957 ) 

Issuance of common stock — 
settlement of RSUs, net of tax   —    977,656    10    (9,916 )   —    —    (9,906 ) 

Share-based compensation expense   —    —    —    52,463    —    —    52,463  
Total other comprehensive income   —    —    —    —    —    8,167    8,167  

Balance as of September 30, 2017   $ —    311,354,290    $ 3,114    $ 3,677,182    $ (86,450 )   $ 8,167    $ 3,602,013  



 
INVITATION HOMES INC. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in thousands) 

(unaudited) 
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    For the Nine Months Ended 

    September 30, 

    2017   2016 

Operating Activities:         

Net loss   $ (59,372 )   $ (51,590 ) 

         

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

Depreciation and amortization   202,558    198,261  
Share-based compensation expense   64,464    13,023  
Amortization of deferred leasing costs   9,249    10,505  
Amortization of deferred financing costs   19,550    37,323  
Amortization of discount on mortgage loans   202    4,158  
Provisions for impairment   1,556    1,595  
Gain on sale of property, net of tax   (28,239 )   (13,178 ) 

Paid in kind interest on warehouse loan   —    1,122  
Change in fair value of derivative instruments   3,992    —  
Other noncash amounts included in net loss   (1,907 )   (1,128 ) 

Change in operating assets and liabilities:         

Restricted cash related to security deposits   (3,170 )   (4,917 ) 

Other assets, net   (14,611 )   (7,010 ) 

Accounts payable and accrued expenses   71,417    54,545  
Resident security deposits   2,463    4,612  
Other liabilities   (885 )   388  

Net cash provided by operating activities   267,267    247,709  
         

Investing Activities:         

Changes in amounts deposited and held by others   (2,146 )   2,559  
Acquisition of single-family residential properties   (154,154 )   (257,108 ) 

Initial renovations to single-family residential properties   (21,500 )   (47,621 ) 

Other capital expenditures for single-family residential properties   (34,010 )   (35,454 ) 

Corporate capital expenditures   (2,809 )   (3,673 ) 

Proceeds from sale of residential properties   152,713    107,147  
Purchases of investments in debt securities   (51,920 )   (16,036 ) 

Repayment proceeds from retained debt securities   30,916    —  
Changes in restricted cash   71,481    (48,599 ) 

Net cash used in investing activities   (11,429 )   (298,785 ) 

         

Financing Activities:         

Cash paid for employee taxes for settlement of RSUs   (9,906 )   —  
Contributions   —    138,002  
Payment of dividends and dividend equivalents   (43,906 )   —  
Redemption of Series A preferred stock   (1,153 )   —  
Proceeds from IPO, net of underwriting discounts   1,692,058    —  



 
INVITATION HOMES INC. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (continued) 
(in thousands)  

(unaudited) 
 

 

The accompanying notes are an integral part of these condensed consolidated financial statements. 
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    For the Nine Months Ended 

    September 30, 

    2017   2016 

IPO costs paid   (2,757 )   —  
Proceeds from credit facilities   —    184,682  
Payments on credit facilities   (2,321,585 )   (126,675 ) 

Proceeds from mortgage loans   996,420    —  
Payments on mortgage loans   (2,086,622 )   (33,452 ) 

Proceeds from term loan facility   1,500,000    —  
Payments on warehouse loans   —    (103,385 ) 

Deferred financing costs paid   (42,065 )   (8,774 ) 

Net cash (used in) provided by financing activities   (319,516 )   50,398  
         

Change in cash and cash equivalents   (63,678 )   (678 ) 

Cash and cash equivalents, beginning of period   198,119    274,818  

Cash and cash equivalents, end of period   $ 134,441    $ 274,140  

         

Supplemental cash flow disclosures:         

Interest paid, net of amounts capitalized   $ 164,054    $ 165,487  
Cash paid for income taxes   1,987    —  

         

Noncash investing and financing activities:         

Accrued renovation improvements at period end   $ 5,537    $ 6,303  
Accrued residential property capital improvements at period end   4,426    3,684  
Transfer of residential property, net to other assets, net for held for sale assets   52,051    36,616  
Reclassification of IPO costs from other assets to additional paid-in capital   2,969    —  
Change in other comprehensive income from cash flow hedges   8,167    —  



 
INVITATION HOMES INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
(dollar amounts in thousands) 

(unaudited) 

 

 

Note 1—Organization and Formation  

Invitation Homes Inc. (“INVH”) was formed for the purpose of owning, renovating, leasing, and operating single-family residential properties. On February 6, 
2017, INVH completed an initial public offering (“IPO”) of 88,550,000 shares of common stock at a price to the public of $20.00 per share. An additional 221,826,634 
shares of common stock were issued to the Pre-IPO Owners (as defined below) on January 31, 2017.  

Prior to the IPO, we conducted our business through a combination of entities formed by Blackstone Real Estate Partners VII L.P. (“BREP VII”), an investment 
fund sponsored by The Blackstone Group L.P., along with BREP VII’s affiliated side-by-side funds and co-investment vehicles (“BREP VII and Affiliates”). The first 
Invitation Homes partnership was formed on June 12, 2012, through the establishment of Invitation Homes L.P. (“IH1”) and its wholly-owned subsidiary, THR 
Property Management L.P. (the “Manager”). Preeminent Holdings, Inc. (“IH2”) was created on February 14, 2013, Invitation Homes 3 L.P. (“IH3”) on August 8, 2013, 
Invitation Homes 4 L.P. (“IH4”) on January 10, 2014, Invitation Homes 5 L.P. (“IH5”) on August 22, 2014, and Invitation Homes 6 L.P. (“IH6”) on June 15, 2015 
(collectively with IH1, the “Invitation Homes Partnerships”). Through the Manager, we provide all management and other administrative services with respect to the 
properties we own. The collective owners of the Invitation Homes Partnerships are referred to as the “Pre-IPO Owners.”  

Invitation Homes Operating Partnership LP (“INVH LP”) and its general partner, Invitation Homes OP GP LLC (the “OP General Partner”), were formed by one of 
our Pre-IPO Owners on December 14, 2016. INVH LP began negotiating and entering into certain debt and hedge instruments upon its inception in anticipation of our 
IPO.  

Prior to the IPO, the Invitation Homes Partnerships and INVH LP were under the common control of BREP VII and Affiliates. BREP VII and Affiliates had the 
ability to control each of the Invitation Homes Partnerships and manage and operate the Invitation Homes Partnerships through the Manager and a common board of 
directors. As such prior to the IPO, our historical financial statements include assets, liabilities and results of operations of INVH LP and the Invitation Homes 
Partnerships and their consolidated subsidiaries on a combined and consolidated basis. 

As a result of the Pre-IPO Transactions described below, IH2 was effectively merged into INVH (and the assets and liabilities of IH2 were contributed to INVH 
LP), and the remaining Invitation Homes Partnerships became wholly owned subsidiaries of INVH through INVH LP.  

On October 4, 2016, INVH was incorporated in the State of Delaware and was capitalized as of that date by an investment from one of our Pre-IPO Owners. Since 
inception, and through the date of the Pre-IPO Transactions (as described below), INVH did not engage in any business or activity. On February 6, 2017, INVH 
changed its jurisdiction of incorporation to Maryland. The Pre-IPO Transactions also included amendments to the INVH charter which provide for the issuance of up 
to 9,000,000,000 shares of common stock and 900,000,000 shares of preferred stock, $0.01 par value per share.  

Our organizational structure includes several wholly owned subsidiaries that were formed to facilitate our financing arrangements (the “Borrower Entities”). 
These Borrower Entities are used to align the ownership of our single-family residential properties with individual debt instruments. Collateral for the individual debt 
instruments is in the form of equity interests in the Borrower Entities or in pools of single-family residential properties owned either directly by the Borrower Entities 
or indirectly by their wholly owned subsidiaries (see Note 6). 

References to “Invitation Homes,” the “Company,” “we,” “our,” and “us” refer, collectively, to INVH, IH1, IH2, IH3, IH4, IH5, IH6, the Manager, and INVH LP. 
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INVITATION HOMES INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
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Pre-IPO Transactions 

On January 31, 2017, we effected certain transactions (the “Pre-IPO Transactions”) that resulted in INVH LP holding, directly or indirectly, all of the assets, 
liabilities, and results of operations of the Invitation Homes Partnerships, including the full portfolio of homes held by the Invitation Homes Partnerships. As a result 
of the Pre-IPO Transactions, INVH LP is wholly owned by INVH directly and through its wholly owned subsidiary, the OP General Partner. More specifically: 

The Pre-IPO Transactions were accounted for as a reorganization of entities under common control utilizing historical cost basis. 

Proposed Merger with Starwood Waypoint Homes 

On August 9, 2017, we entered into a definitive agreement with Starwood Waypoint Homes (“SFR”) to form a combined company in a stock-for-stock merger of 
equals transaction (the “Merger Agreement”). The Merger Agreement provides that, upon the terms and subject to the conditions set forth in the Merger Agreement, 
(i) SFR will be merged with and into IH Merger Sub, LLC, a wholly owned subsidiary of the Company (“REIT Merger Sub”), with REIT Merger Sub surviving as our 
subsidiary (the “REIT Merger”) and (ii) as promptly as practicable after the REIT Merger, Starwood Waypoint Homes Partnership, L.P. (“SFR Partnership”) will be 
merged with and into INVH LP, with INVH LP surviving as our subsidiary (the “Partnership Merger,” and together with the REIT Merger, the “Mergers”). In 
connection with the Mergers, we filed with the SEC on October 16, 2017 a definitive joint proxy statement/information statement and prospectus (File No. 333-220543) 
(the “Merger Proxy”), which includes more detailed information about the Mergers and the related transactions. 

Under the terms of the Merger Agreement and as described in the Merger Proxy, each outstanding SFR share will be converted into 1.6140 shares of our common 
stock (the “Exchange Ratio”), and each outstanding unit of SFR Partnership will be converted into the right to receive 1.6140 common units, representing limited 
partner interests, in INVH LP. Further, each outstanding restricted share unit of SFR (an “SFR RSU”) that vest as a result of the Mergers or the Merger Agreement will 
automatically be converted into the right to receive our common stock based on the Exchange Ratio, plus any accrued but unpaid dividends (if any) and less certain 
taxes (if any). On a pro forma basis giving effect to the Mergers, the combined company will own an approximately 98.2% partnership interest in INVH LP, and the 
combined company will have the full, exclusive and complete responsibility for and discretion in the day-to-day management and control of INVH LP. 

The REIT Merger is intended to qualify as a reorganization for U.S. federal income tax purposes, and the Partnership Merger is intended to be treated as a 
transaction that is generally tax free to the holders of units of SFR Partnership for U.S. federal income tax purposes. Upon the closing of the Mergers, our 
stockholders will own approximately 59% of the combined company’s stock, and SFR’s stockholders will own approximately 41% of the combined company’s stock. 
Based on the closing prices of SFR’s common shares and our common stock on October 13, 2017, the equity market capitalization of the combined company would be 
approximately $12.0 billion, and the total enterprise value (including debt) would be approximately $21.3 billion. 
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• INVH acquired all of the assets, liabilities, and operations held directly or indirectly by IH2 through certain mergers and related transactions as follows:

• IH2 Property Holdings Inc., a parent entity of IH2, merged with and into INVH, with INVH as the entity surviving the merger (the “IH2 Property 
Holdings Merger”), and the issued and outstanding shares of IH2 Property Holdings Inc., all of which were held by certain of the Pre-IPO Owners, were 
converted into newly issued shares of common stock of INVH; and  

• following the IH2 Property Holdings Merger, IH2 merged with and into INVH, with INVH as the entity surviving the merger (the “IH2 Merger”). In the 
IH2 Merger, all of the shares of common stock of IH2 issued and outstanding immediately prior to such merger, other than the shares held by INVH, 
were converted into shares of newly issued common stock of INVH. As a result of the IH2 Merger, INVH holds all of the assets and operations held 
directly or indirectly by IH2 prior to such merger; 

• prior to the IH2 Merger, our Pre-IPO Owners contributed to INVH their interests in each of the other Invitation Homes Partnerships (other than IH2) in 
exchange for newly-issued shares of INVH; and  

• INVH contributed to INVH LP all of the interests in the Invitation Homes Partnerships (other than IH2, the assets, liabilities and operations of which were 
contributed to INVH LP). 
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The transaction has been approved by our board of directors and SFR’s board of trustees. Completion of the Mergers is subject to, among other things, approval 

by the holders of the SFR’s common shares. Assuming approval is obtained, the Mergers are expected to close in the fourth quarter of 2017. We can give no 
assurance that the Mergers and related transactions will be completed in the above timeframe, if at all. 

Two putative class actions have been filed by purported shareholders of SFR challenging the Mergers, one of which names us and certain affiliates as 
defendants. The lawsuits seek, among other things, injunctive relief preventing consummation of the Mergers, rescission of the transactions contemplated by the 
Merger Agreement should they be consummated and litigation costs, including attorneys’ fees (see Note 14 for additional information).  

Note 2—Significant Accounting Policies  

Basis of Presentation 

The accompanying condensed consolidated financial statements are unaudited and have been prepared in accordance with accounting principles generally 
accepted in the United States (“GAAP”) and with the rules and regulations of the Securities and Exchange Commission for interim financial information and Article 10 
of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial statements and should be read in 
conjunction with our audited combined and consolidated financial statements and notes thereto included in our Annual Report on Form 10-K for the year ended 
December 31, 2016. Subsequent to the date of the Pre-IPO Transactions, these condensed consolidated financial statements include the accounts of INVH and its 
wholly owned subsidiaries. Prior to the date of the Pre-IPO Transactions, these combined and consolidated financial statements include the combined accounts of 
INVH LP and the Invitation Homes Partnerships and their wholly owned subsidiaries.  

All intercompany accounts and transactions have been eliminated in the condensed consolidated financial statements. In the opinion of management, all 
adjustments which are of a normal recurring nature considered necessary for a fair presentation of our interim financial statements have been included in these 
condensed consolidated financial statements. Operating results for the nine months ended September 30, 2017 are not necessarily indicative of the results that may be 
expected for the fiscal year ending December 31, 2017. 

We consolidate entities when we own, directly or indirectly, a majority interest in the entity or are otherwise able to control the entity. We consolidate variable 
interest entities (“VIEs”) in accordance with Accounting Standards Codification (“ASC”) 810, Consolidation, if we are the primary beneficiary of the VIE as 
determined by our power to direct the VIE’s activities and the obligation to absorb its losses or the right to receive its benefits, which are potentially significant to the 
VIE. A VIE is broadly defined as an entity with one or more of the following characteristics: (a) the total equity investment at risk is insufficient to finance the entity’s 
activities without additional subordinated financial support; (b) as a group, the holders of the equity investment at risk lack (i) the ability to make decisions about the 
entity’s activities through voting or similar rights, (ii) the obligation to absorb the expected losses of the entity, or (iii) the right to receive the expected residual 
returns of the entity; or (c) the equity investors have voting rights that are not proportional to their economic interests, and substantially all of the entity’s activities 
either involve, or are conducted on behalf of, an investor that has disproportionately few voting rights. 

Adoption of New Accounting Standards 

In January 2017, the FASB issued ASU No. 2017-01, Business Combinations (Topic 805): Clarifying the Definition of a Business, which clarifies the definition 
of a business with the objective of evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. Early adoption is 
permitted only for transactions that occurred before the issuance date of the guidance and has not been previously reported in issued financial statements. Effective 
January 1, 2017, we adopted ASU 2017-01, and the adoption of this standard had no material impact on our condensed consolidated financial statements for any 
period presented. 

In March 2016, the FASB issued ASU No. 2016-09, Compensation—Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment 
Accounting, which simplifies several aspects of the accounting for share-based payment transactions, including the income tax consequences, classification of 
awards as either equity or liabilities, and classification  
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on the statement of cash flows. Effective January 1, 2017, we adopted ASU 2016-09, and the adoption of this standard had no impact on our condensed consolidated 
financial statements for any period presented. 

Use of Estimates 

The preparation of the condensed consolidated financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements, as well as 
the reported amounts of revenues and expenses during the reporting periods. These estimates are inherently subjective in nature and actual results could differ from 
those estimates. 

Accounting Policies 

There have been no changes to our significant accounting policies that have had a material impact on our condensed consolidated financial statements and 
related notes, compared to those policies disclosed in our audited combined and consolidated financial statements included in our Annual Report on Form 10-K for 
the year ended December 31, 2016 other than as disclosed below. 

Investments in Single-Family Residential Properties  

Upon acquisition, we evaluate our acquired single-family residential properties for purposes of determining whether a transaction should be accounted for as an 
asset acquisition or business combination. Upon adoption of ASU 2017-01, our purchases of homes are treated as acquisitions and are recorded at their purchase 
price which is allocated between land, building and improvements, and in-place lease intangibles (when a tenant is in place at the acquisition date) based upon their 
relative fair values at the date of acquisition. The purchase price for purposes of this allocation is inclusive of acquisition costs which typically include legal fees, 
bidding service and title fees, payments made to cure tax, utility, homeowners’ association (“HOA”), and other mechanic’s and miscellaneous liens, as well as other 
closing costs. The fair values of acquired in-place lease intangibles, if any, are based on the costs to execute similar leases, including commissions and other related 
costs. The origination value of in-place lease intangibles also includes an estimate of lost rent revenue at in-place rental rates during the estimated time required to 
lease the property. The in-place lease intangibles are amortized over the life of the leases and are recorded in other assets, net on our condensed consolidated balance 
sheets. Prior to our adoption of ASU 2017-01 effective January 1, 2017, acquisition costs for transactions accounted for as business combinations were expensed in 
the period in which they were incurred and were reflected in other expenses in the accompanying condensed consolidated statements of operations.  

Earnings per Share 

We use the two-class method to compute basic and diluted earnings (loss) per common share (“EPS”) because certain of our restricted stock units and restricted 
stock awards (see Share-Based Compensation Expense below) are participating securities as defined by GAAP. We compute basic EPS by dividing net income (loss) 
available to common shareholders for the period by the weighted-average number of common shares outstanding for the period, adjusted to exclude non-vested 
restricted stock units (“RSUs”) and restricted shares of common stock (“RSAs”). Diluted EPS is similar to computing basic EPS, except that the denominator is 
increased to include the dilutive effects of non-vested RSUs and RSAs except when doing so would be anti-dilutive. Prior to the IPO, our business was conducted 
through the Invitation Homes Partnerships which did not have a common capital structure upon which to compute historical EPS. Accordingly, EPS has not been 
presented for historical periods prior to the IPO.  

Derivatives 

We enter into interest rate swap and interest rate cap agreements (collectively, “Hedging Derivatives”) for interest rate risk management purposes. We do not 
enter into Hedging Derivatives for trading or other speculative purposes, and all of our Hedging Derivatives are carried at fair value on our condensed consolidated 
balance sheets. Designated hedges are derivatives that meet the criteria for hedge accounting and that we have elected to designate as hedges. Non-designated 
hedges are derivatives that do not meet the criteria for hedge accounting or that we have not elected to designate as hedges.  
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Pursuant to the terms of certain of our mortgage loans, we are required to maintain interest rate caps. We have elected not to designate these interest cap 

agreements for hedge accounting (collectively, the “Non-Designated Hedges”). We enter into interest rate swap agreements to hedge the risk arising from changes in 
our interest payments on variable-rate debt due to changes in the one-month London Interbank Offered Rate (“LIBOR”). In connection with the Pre-IPO 
Transactions, as of January 31, 2017, we have elected to account for our interest rate swap agreements as effective cash flow hedges (collectively, the “Designated 
Hedges”). We assess the effectiveness of these interest rate swap cash flow hedging relationships on an ongoing basis. The effect of these interest rate cap 
agreements and interest rate swap agreements is to reduce the variability of interest payments due to changes in LIBOR.  

The fair value of Hedging Derivatives that are in an asset position are included in other assets, net and those in a liability position are included in other liabilities 
on our condensed consolidated balance sheets. For Non-Designated Hedges, the related changes in fair value are reflected within interest expense in the condensed 
consolidated statements of operations. For Designated Hedges, the effective portion of the related changes in fair value is reported as a component of other 
comprehensive income (loss) on our condensed consolidated balance sheets and reclassified into earnings as interest expense in our condensed consolidated 
statements of operations when the hedged transactions affect earnings; the ineffective portion of the changes in fair value is reflected directly within interest expense 
in the condensed consolidated statements of operations. See Note 7 for further discussion of derivative financial instruments.  

Share-Based Compensation Expense  

Prior to the IPO, we recognized share-based compensation expense for incentive compensation units granted by the Invitation Homes Partnerships (the “Class B 
Units”). In connection with and subsequent to the IPO, we issued RSUs that settle in shares of common stock and RSAs for which share-based compensation 
expense is recognized.  

We recognized share-based compensation expense for the Class B Units based on the estimated fair value of the Class B Units and vesting conditions of the 
related incentive unit agreements. Since the Class B Units granted by IH1 were granted to employees of the Manager, a wholly owned subsidiary of IH1, the related 
share-based compensation expense was based on the grant-date fair value of the units and recognized in expense over the service period. Because units in IH2, IH3, 
IH4, IH5, and IH6 were granted to non-employees of those respective partnerships, fair value was remeasured for non-vested units at the end of each reporting 
period. The fair value of the Class B Units was determined based on a valuation model that took into account discounted cash flows and a market approach based on 
comparable companies and transactions.  

We recognize share-based compensation expense for the RSUs and RSAs based on their grant-date fair value, net of expected forfeitures, over the service period 
from the grant date to vest date for each tranche or when any applicable performance conditions are met in accordance with the related RSU and RSA agreements. 
The grant-date fair value of RSUs and RSAs is generally based on the closing price of our common stock on the grant date except for market based RSU grant-date 
fair values which are based on Monte-Carlo option pricing models.  

Additional compensation expense is recognized if modifications to existing incentive compensation unit, RSU, or RSA agreements result in an increase in the 
post-modification fair value of the units that exceeds their pre-modification fair value. Share-based compensation expense is presented as a component of general and 
administrative expense and property management expense in our condensed consolidated statements of operations. See Note 10 for further discussion of share-based 
compensation expense.  

Income Taxes 

As a result of the Pre-IPO Transactions more fully described in Note 1, the Invitation Homes Partnerships transferred all assets, liabilities, and operations to 
INVH through certain mergers and related transactions, including the IH2 Property Holdings Merger. IH2 Property Holdings Inc. had previously elected to qualify as 
a Real Estate Investment Trust “REIT” for United States federal income tax purposes commencing with its taxable year ended December 31, 2013. Effective upon 
consummation of the IH2 Property Holdings Merger, INVH became subject to such REIT election.  

We intend to continue to operate as a REIT, and our current and continuing qualification as a REIT depends on our ability to meet the various requirements 
imposed by the Internal Revenue Code of 1986, as amended (the “Code”), which are related to organizational structure, distribution levels, diversity of stock 
ownership and certain restrictions with regard to owned assets and categories of income. If we qualify for taxation as a REIT, we will generally not be subject to 
United States federal corporate income tax on our taxable income that is currently distributed to shareholders. This treatment substantially  
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eliminates the “double taxation” (at the corporate and stockholder levels) that generally results from an investment in a corporation. If we fail to qualify as a REIT in 
any taxable year, we will be subject to federal taxes at regular corporate rates (including any applicable alternative minimum tax) and may not be able to qualify as a 
REIT for subsequent taxable years. 

Even if we qualify as a REIT, we may be subject to United States federal income and excise taxes in various situations, such as on our undistributed income. We 
also will be required to pay a 100% tax on any net income on non-arm’s length transactions between us and a TRS, defined below, and on any net income from sales 
of assets that were held for sale to customers in the ordinary course. In addition, we could also be subject to the alternative minimum tax on items of tax preference. 
State and local tax laws may not conform to the United States federal income tax treatment, and we may be subject to state or local taxation in various state or local 
jurisdictions, including those in which we transact business. Any taxes imposed on us reduce our operating cash flow and net income.  

As part of the formation of INVH, each of the Invitation Homes Partnerships (other than IH2) transferred assets into INVH solely in exchange for shares of 
common stock. Certain of the assets contributed contained built-in gains. Prior to the Pre-IPO Transactions, the contributing partnerships had indirect C corporation 
partners to which a portion of the built-in gain would be allocated. As a result, if we dispose of any such assets during the five-year period following the date the 
REIT acquired such assets, we will be subject to the regulations under Section 337(d) of the Code. In general terms, such regulations subject the REIT to the maximum 
corporate level tax rate on the lesser of (i) such built-in gains and (ii) the gain recognized by the REIT upon a taxable disposition of the contributed assets. We may, 
however, choose not to sell such assets during such five-year period or to sell them in a non-taxable transaction. As such, the potential taxes associated with these 
built-in gains are not estimable. 

Certain of our operations or a portion thereof, are conducted through taxable REIT subsidiaries, each of which we refer to as a TRS. A TRS is a subsidiary C-
corporation that has not elected REIT status and as such is subject to United States federal and state corporate income tax. We use TRS entities to facilitate our 
ability to perform non-real estate related activities and/or perform non-customary services for residents that cannot be offered directly by a REIT.  

For our TRS entities, deferred income taxes result from temporary differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for United States federal income tax purposes and are measured using the enacted tax rates and laws that are expected to be in effect 
when the differences reverse. We reduce deferred tax assets by recording a valuation allowance when we determine, based on available evidence, that it is more likely 
than not that the assets will not be realized. We recognize the tax consequences associated with intercompany transfers between the REIT and TRS entities when the 
related assets affect our GAAP net income or loss, generally through depreciation, impairment losses, or sales to third-party entities.  

Tax benefits associated with uncertain tax positions are recognized only if it is more likely than not that the tax position will be sustained on examination by the 
taxing authorities based on the technical merits of the position.  

We file income tax returns in the United States federal jurisdiction as well as various state and local jurisdictions. Our filings are subject to normal reviews by 
regulatory agencies until the related statute of limitations expires, with open tax years varying based upon the date of incorporation of the specific entity. The years 
open to examination range from 2013 to present. 

Recent Accounting Pronouncements 

In September 2017, the FASB issued ASU No. 2017-13, Revenue Recognition (Topic 605), Revenue from Contracts with Customers (Topic 606), Leases (Topic 
840), and Leases (Topic 842): Amendments to SEC Paragraphs Pursuant to the Staff Announcement at the July 20, 2017 EITF Meeting and Rescission of Prior 
SEC Staff Announcements and Observer Comments. The purpose of this pronouncement is to update the guidance in the SEC paragraphs of the Accounting 
Standards Codification to align with ASU No. 2014-09. This new standard will be effective at the same time an entity adopts the new revenue guidance in ASU No. 
2014-09, Revenue from Contracts with Customer (Topic 606) which is effective on January 1, 2018. We do not anticipate that the adoption of this standard will have 
a material impact on our condensed consolidated financial statements.  

In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging: Targeted Improvements to Accounting for Hedging Activities (Topic 815). The 
purpose of this updated guidance is to better align a company’s financial reporting for hedging activities with the economic objectives of those activities. The 
transition guidance provides companies with the  

 
 

17 



 
INVITATION HOMES INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
(dollar amounts in thousands) 

(unaudited) 

 

 
option of early adopting the new standard using a modified retrospective transition method in any interim period after issuance of the update, or alternatively requires 
adoption for fiscal years beginning after December 15, 2018. This adoption method will require us to recognize the cumulative effect of initially applying the ASU as 
an adjustment to accumulated other comprehensive income with a corresponding adjustment to the opening balance of retained earnings as of the beginning of the 
fiscal year that we adopt the update. While we continue to assess all potential impacts of the standard, we currently expect the adoption to have an immaterial impact 
on our condensed consolidated financial statements. 

In May 2017, the FASB issued ASU No. 2017-09, Compensation—Stock Compensation (Topic 718): Scope of Modification Accounting, which clarifies the 
definition of modification with the objective of evaluating whether modification accounting should be applied when there are changes to the terms or conditions of a 
share-based payment award. The guidance will be effective for us for annual reporting periods beginning after December 15, 2017, and for interim periods within those 
annual periods with early adoption permitted. We are currently assessing the impact of the guidance on our condensed consolidated financial statements. 

In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash, which requires that period changes in the total of 
cash, cash equivalents, and amounts generally described as restricted cash or cash equivalents are explained in the statement of cash flow. Thus, amounts generally 
described as restricted cash and restricted cash equivalents will be included with cash and cash equivalents when reconciling the beginning and ending balances 
shown in the statement of cash flows. The guidance will be effective for us for annual reporting periods beginning after December 15, 2017, and for interim periods. 
The adoption of this standard will modify our current disclosures and classifications within the condensed consolidated statements of cash flows, but is not expected 
to have a material effect on our condensed consolidated financial statements. 

In August 2016, the FASB issued ASU No. 2016-15, Classification of Certain Cash Receipts and Cash Payments, which clarifies the classification of certain 
cash receipts and cash payments including debt instruments with coupon interest rates that are insignificant in relation to the effective interest rate of the borrowing, 
proceeds from the settlement of insurance claims, and beneficial interests in securitization transactions. The new standard will be effective for us for annual reporting 
periods beginning after December 15, 2017, and for interim periods within those annual periods. The adoption of this standard will modify our current disclosures and 
classifications within the condensed consolidated statements of cash flows, but is not expected to have a material effect on our condensed consolidated financial 
statements. 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which will require lessees to recognize assets and liabilities on the balance sheet for the 
rights and obligations created by all leases with terms of more than one year. Lessor accounting will remain similar to lessor accounting under current GAAP, while 
aligning with the FASB’s new revenue recognition guidance. The new standard will be effective for us for annual reporting periods beginning after December 15, 
2018, and for interim periods within those annual periods, with early adoption permitted. We are currently evaluating the impact of the guidance on our condensed 
consolidated financial statements. 

In January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities, which amends certain aspects 
of recognition, measurement, presentation and disclosure of financial instruments, including the requirement to measure certain equity investments at fair value with 
changes in fair value recognized in net income. The new standard will be effective for us for annual reporting periods beginning after December 15, 2017, and for 
interim periods within those annual periods. We are currently evaluating the impact of the guidance on our condensed consolidated financial statements. 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), which provides guidance on revenue recognition and 
supersedes the revenue recognition requirements in Topic 605, Revenue Recognition, most industry-specific guidance and some cost guidance included in Subtopic 
605-35, Revenue Recognition—Construction-Type and Production-Type Contracts. The standard’s core principle is that a company recognizes revenue when it 
transfers promised goods or services to customers in an amount that reflects the consideration to which the company expects to be entitled in exchange for those 
goods or services. In doing so, companies will need to use more judgment and make more estimates than under current guidance. These judgments may include 
identifying performance obligations in the contract, estimating the amount of variable consideration to include in the transaction price and allocating the transaction 
price to each separate performance obligation. The ASU also requires additional disclosure about the nature, amount, timing and uncertainty of revenue and cash 
flows arising from customer contracts, including significant judgments and changes in judgments and assets recognized from costs incurred to fulfill a contract. The 
guidance will be effective for us for annual  
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reporting periods beginning after December 15, 2017, and for interim periods within those annual periods. At that time, we may adopt the full retrospective approach 
or the modified retrospective approach. We are currently evaluating the method of adoption of this guidance and do not anticipate that the adoption of this guidance 
will have a material impact on our condensed consolidated financial statements as most of our revenue is from rental revenues, which are not impacted by this 
standard. 

Note 3—Investments in Single-Family Residential Properties  

The following table sets forth the net carrying amount associated with our properties by component:  

 

As of September 30, 2017 and December 31, 2016, the carrying amount of the residential property above included $122,158 and $122,009, respectively, of 
capitalized acquisition costs (excluding purchase price), along with $62,296 and $62,169, respectively, of capitalized interest, $25,942 and $26,050, respectively, of 
capitalized property taxes, $4,722 and $4,764, respectively, of capitalized insurance, and $2,843 and $2,890, respectively, of capitalized HOA fees. 

During the three months ended September 30, 2017 and 2016, we recognized $66,671 and $65,446, respectively, of depreciation expense related to the components 
of the properties, and $795 and $1,034, respectively, of depreciation and amortization related to corporate furniture and equipment. These amounts are included in 
depreciation and amortization on the condensed consolidated statements of operations. Further, during the three months ended September 30, 2017 and 2016, 
impairments totaling $424 and $1,076, respectively, have been recognized and are included in impairment and other on the condensed consolidated statements of 
operations. 

During the nine months ended September 30, 2017 and 2016, we recognized $200,023 and $194,630, respectively, of depreciation expense related to the 
components of the properties, and $2,535 and $3,631, respectively, of depreciation and amortization related to corporate furniture and equipment. These amounts are 
included in depreciation and amortization on the condensed consolidated statements of operations. Further, during the nine months ended September 30, 2017 and 
2016, impairments totaling $1,556 and $1,595, respectively, have been recognized and are included in impairment and other on the condensed consolidated statements 
of operations. 

Note 4—Restricted Cash  

Pursuant to the terms of the credit facility agreements and the mortgage loans described in Note 6, we are required to establish, maintain, and fund from time to 
time (generally either monthly or at the time borrowings are funded) certain specified reserve accounts. These reserve accounts include, but are not limited to, the 
following types of accounts: (i) completion reserves; (ii) renovation reserves; (iii) leasing commission reserves; (iv) debt service reserves; (v) property tax reserves; 
(vi) insurance premium and deductible reserves; (vii) standing reserves; (viii) special reserves; (ix) termination fee reserves; (x) eligibility reserves; (xi) collections; and 
(xii) non-conforming property reserves. In February 2017, the credit facilities were repaid in full and all related reserve accounts were released. Prior to that time, the 
credit facility reserve accounts were under the sole control of the Administrative Agent, as defined in the credit facility agreements. The reserve accounts associated 
with the mortgage loans are under the sole control of the loan servicer. Additionally, we hold security  
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September 30, 

2017   
December 31, 

2016 

Land   $ 2,733,834    $ 2,703,388  
Single-family residential property   6,908,064    6,829,579  
Capital improvements   229,902    229,890  
Equipment   31,906    31,988  

Total gross investments in the properties   9,903,706    9,794,845  
Less: accumulated depreciation   (982,463 )   (792,330 ) 

Investments in single-family residential properties, net   $ 8,921,243    $ 9,002,515  
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deposits pursuant to resident lease agreements that are required to be segregated. Accordingly, amounts funded to these reserve accounts and security deposit 
accounts have been classified within our condensed consolidated balance sheets as restricted cash. We also hold letters of credit as required by certain of our 
insurance policies. 

The amounts funded, and to be funded, to the reserve accounts are subject to formulae included in the credit facility agreements and mortgage loan agreements 
and are to be released to us subject to certain conditions specified therein being met. To the extent that an event of default were to occur, the loan servicer (as it 
relates to the mortgage loans) has discretion to use such funds to either settle the applicable operating expenses to which such reserves relate or reduce the allocated 
loan amount associated with a residential property of ours. 

As of September 30, 2017 and December 31, 2016, the balances in our restricted cash accounts are as set forth in the table below. At December 31, 2016, no 
amounts were funded to the completion, renovation, leasing commission, debt service, termination fee, and nonconforming property reserve accounts as the 
conditions specified in the credit facility agreements that require such funding did not exist, and none are required at September 30, 2017 as the credit facilities had 
been repaid in full. 

Note 5—Other Assets  

At September 30, 2017 and December 31, 2016, the balances in other assets, net are as follows: 
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September 30, 

2017   
December 31, 

2016 

Resident security deposits   $ 89,409    $ 86,239  
Collections   20,354    42,767  
Property taxes   39,375    52,256  
Insurance premium and deductible   —    4,432  
Standing and capital expenditure reserves   1,754    24,409  
Special reserves   —    34  
Eligibility reserves   398    9,274  
Letters of credit   2,491    2,681  

Total   $ 153,781    $ 222,092  

    
September 30, 

2017   
December 31, 

2016 

Investments in debt securities, net   $ 230,619   $ 209,337 
Held for sale assets(1)   12,170   45,062 
Prepaid expenses   23,412   21,883 
Deferred leasing costs, net   7,320   7,710 
Rent and other receivables, net   11,986   11,604 
Deferred financing costs, net   8,096   — 
Interest rate swap hedges (see Note 7)   5,529   — 
Corporate fixed assets, net   6,522   6,247 
Other   9,405   7,782 

Total   $ 315,059   $ 309,625 

(1) As of September 30, 2017 and December 31, 2016 (unaudited), 71 and 391 properties, respectively, were classified as held for sale.
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Investments in Debt Securities, net 

In connection with certain of the Securitizations, as defined in Note 6, we previously acquired $193,045 of Class G certificates. In 2016, we purchased $16,423 of 
Class F certificates, which had an unamortized discount of $0 and $131 as of September 30, 2017 and December 31, 2016, respectively. During the nine months ended 
September 30, 2017, we purchased $55,500 of Class B certificates, which had an unamortized discount of $3,433 as of September 30, 2017, and received repayments of 
$30,916 from retained debt securities. These investments in debt securities are classified as held to maturity investments (for additional information about the 
Securitizations, see Note 6). As of September 30, 2017 and December 31, 2016, there were no other than temporary impairments. As of September 30, 2017, the Class F 
and G certificates are scheduled to mature over the next 3 to 12 months, and the Class B certificates are scheduled to mature in 10 years. 

Rent and Other Receivables, net 

We lease our properties to residents pursuant to leases that generally have an initial contractual term of at least 12 months, provide for monthly payments, and 
are cancelable by the resident and us under certain conditions specified in the related lease agreements.  

Included in other assets, net within the condensed consolidated balance sheets, is an allowance for doubtful accounts of $1,316 and $1,183, as of September 30, 
2017 and December 31, 2016, respectively. 

Deferred Financing Costs, net 

In connection with our Revolving Facility (as defined in Note 6), we incurred $9,673 of financing costs during the nine months ended September 30, 2017, which 
have been deferred as other assets, net on our condensed consolidated balance sheet due to the line of credit features of the Revolving Facility. These deferred 
financing costs are being amortized as interest expense on a straight line basis over the term of the Revolving Facility. 

Note 6—Debt 

Mortgage Loans 

As of September 30, 2017, we have completed eight securitization transactions (the “Securitizations” or the “mortgage loans”) collateralized by homes owned by 
the respective Invitation Homes Borrower Entities. The proceeds from the mortgage loans were used to fund (i) repayments of then-outstanding indebtedness, 
including credit facilities and prior securitization transactions, (ii) initial deposits in the reserve accounts, (iii) closing costs in connection with the mortgage loans, 
(iv) general costs associated with our operations, and (v) distributions and dividends to the Pre-IPO Owners.  
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The following table sets forth a summary of the mortgage loan indebtedness as of September 30, 2017 and December 31, 2016: 

Securitization Transactions  

IH1 2013-1: In November 2013, we completed our first securitization transaction (“IH1 2013-1”), in which 2013-1 IH Borrower L.P. (“S1 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender made a six component term 
loan to S1 Borrower in the amount of $479,137. All six components of the loan were sold at par. On February 6, 2017, the outstanding balance of IH1 2013-1 was repaid 
in full.  

IH1 2014-1: In May 2014, we completed our second securitization transaction (“IH1 2014-1”), in which 2014-1 IH Borrower L.P. (“S2 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third party lender made a six component term 
loan to S2 Borrower in the amount of $993,738. All six components of the loan were sold at par. On February 6, 2017 and March 9, 2017, we made voluntary 
prepayments of $291,500 and $260,000, respectively. On April 28, 2017, the outstanding balance of IH1 2014-1 was repaid in full. 

 
 

22 

                Outstanding Principal Balance(3) 

    Maturity Date   Interest Rate(2)   Range of Spreads   
September 30, 

2017(4)   
December 31, 

2016 

IH1 2013-1   N/A   N/A   115-365 bps   $ —    $ 462,431  
IH1 2014-1   N/A   N/A   100-375 bps   —    978,231  

IH1 2014-2(1)(5)   September 9, 2018   3.13%   110-400 bps   703,241    710,664  

IH1 2014-3(1)(6)   December 9, 2017   3.56%   120-500 bps   147,323    766,753  

IH2 2015-1, net(1)(7)   March 9, 2018   3.60%   145-430 bps   529,443    531,318  
IH2 2015-2(1)   June 9, 2018   3.18%   135-370 bps   628,574    630,283  
IH2 2015-3(1)   August 9, 2018   3.41%   130-475 bps   1,169,048    1,184,314  
IH 2017-1, net(8)   June 9, 2027   4.17%   N/A   996,365    —  

Total Securitizations   4,173,994    5,263,994  
Less deferred financing costs, net    (16,970 )   (9,256 ) 

Total    $ 4,157,024    $ 5,254,738  

(1) The initial maturity term of each of these mortgage loans is two years, individually subject to three, one-year extension options at the borrower’s discretion 
(provided that there is no continuing event of default under the loan agreement and the borrower obtains a replacement interest rate cap agreement in a form 
reasonably acceptable to the lender). Our IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3 mortgage loans have exercised the first extension options, and IH1 
2014-2 has exercised the second option. The maturity dates above are reflective of all extensions that have been exercised.  

(2) For each of our first seven mortgage loans, interest rates are based on a weighted average spread to LIBOR; as of September 30, 2017 LIBOR was 1.23%. Our IH 
2017-1 mortgage loan bears interest at a fixed rate of 4.17% per annum equal to the market determined pass-through rate payable on the certificates, plus 
applicable servicing fees.  

(3) Outstanding Principal Balance is net of discounts and does not include capitalized deferred financing costs, net. 
(4) From October 1, 2017 to November 2, 2017, we made prepayments of $2,634 on our mortgage loans related to the disposition of properties.
(5) On October 10, 2017, we submitted a notification to request an extension of the maturity of the IH1 2014-3 mortgage loan from December 9, 2017 to December 9, 

2018 upon approval. On November 9, 2017, the outstanding balance of IH1 2014-2 was repaid in full (see Note 15). 
(6) On November 9, 2017, the outstanding balance of IH1 2014-3 was repaid in full (see Note 15).
(7) Net of unamortized discount of $0 and $55 as of September 30, 2017 and December 31, 2016, respectively.
(8) Net of unamortized discount of $3,433 as of September 30, 2017.
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IH1 2014-2: In August 2014, we completed our third securitization transaction (“IH1 2014-2”), in which 2014-2 IH Borrower L.P. (“S3 Borrower”), a newly-formed 

special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender made a term loan comprised of 
(1) six floating rate components and (2) one fixed rate component to S3 Borrower in the amount of $719,935. Of the seven loan components, the Class A, B, C, D and G 
certificates were sold at par; however, the Class E and F certificates were sold at a total discount of $3,970. We are obligated to make monthly payments of interest 
with the first payment being due upon the closing of the loan, and subsequent payments beginning October 9, 2014 and continuing monthly thereafter. On 
November 9, 2017, the outstanding balance of IH1 2014-2 was repaid in full (see Note 15). 

IH1 2014-3: In November 2014, we completed our fourth securitization transaction (“IH1 2014-3”), in which 2014-3 IH Borrower L.P. (“S4 Borrower”), a newly-
formed special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender issued a term loan 
comprised of (1) six floating rate components and (2) one fixed rate component to S4 Borrower in the amount of $769,322. Of the seven components, the Class B and G 
certificates were sold at par; however, the Class A, C, D, E and F certificates were sold at a total discount of $7,235. We are obligated to make monthly payments of 
interest with the first payment being due upon the closing of the loan, and subsequent payments beginning December 9, 2014 and continuing monthly thereafter. On 
May 9, 2017 and June 9, 2017, we made voluntary prepayments of $510,000 and $100,000, respectively, from the proceeds of IH 2017-1 securitization transaction and 
cash flows from operations. On November 9, 2017, the outstanding balance of IH1 2014-3 was repaid in full (see Note 15).  

IH2 2015-1: In January 2015, we completed our fifth securitization transaction (“IH2 2015-1”), in which 2015-1 IH2 Borrower L.P. (“S5 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S5 Borrower in the amount of $540,854. Six of the seven components, the Class A, B, C, D, E, and G certificates were sold at par; however, the Class F 
certificates were sold at a total discount of $622. The unamortized balance of this discount is included in mortgage loans, net on our condensed consolidated balance 
sheets as of September 30, 2017 and December 31, 2016. We are obligated to make monthly payments of interest with the first payment being due upon the closing of 
the loan, and subsequent payments beginning March 9, 2015 and continuing monthly thereafter.  

IH2 2015-2: In April 2015, we completed our sixth securitization transaction (“IH2 2015-2”), in which 2015-2 IH2 Borrower L.P. (“S6 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S6 Borrower in the amount of $636,686. All of the components of the loan were sold at par. We are obligated to make monthly payments of interest with the 
first payment being due upon the closing of the loan, and subsequent payments beginning June 9, 2015 and continuing monthly thereafter.  

IH2 2015-3: In June 2015, we completed our seventh securitization transaction (“IH2 2015-3”), in which 2015-3 IH2 Borrower L.P. (“S7 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S7 Borrower in the amount of $1,193,950. All of the components of the loan were sold at par. We are obligated to make monthly payments of interest with the 
first payment being due upon the closing of the loan, and subsequent payments beginning August 7, 2015 and continuing monthly thereafter.  

IH 2017-1: In April 2017, we completed our eighth securitization transaction (“IH 2017-1”), in which 2017-1 IH Borrower L.P. (“S9 Borrower”), a special purpose 
entity previously formed in connection with IH1 2014-1 and wholly owned subsidiary of IH1, entered into a loan agreement with Wells Fargo Bank, National 
Association (the “FNMA Loan”), providing for a ten-year, fixed rate mortgage loan comprised of two components with a total principal amount of $1,000,000, secured 
by first priority mortgages on a portfolio of 7,204 of our homes. The Class A certificates, which benefit from Fannie Mae’s guaranty of timely payment of principal and 
interest, were sold at par. The Class B certificates represent a beneficial interest in the most subordinate component of the FNMA Loan and were sold at a total 
discount of $3,580. The unamortized balance of this discount is included in mortgage loans, net on our condensed consolidated balance sheet as of September 30, 
2017. We are obligated to make monthly payments of interest with the first payment being due upon the closing of the loan, and subsequent payments beginning 
June 9, 2017 and continuing monthly thereafter.  

Concurrent with the execution of each loan agreement, the respective third-party lender sold each loan it originated with us to individual depositor entities (the 
“Depositor Entities”) who subsequently transferred each loan to Securitization-specific trust entities (the “Trusts”). The Depositor Entities associated with the IH1 
2014-2, IH1 2014-3 and IH 2017-1 securitizations  
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are wholly owned subsidiaries of IH1, the Depositor Entities associated with the IH2 2015-1, IH2 2015-2, and IH2 2015-3 securitizations are wholly owned subsidiaries 
of IH2, and the Depositor Entities associated with the IH1 2013-1 and IH1 2014-1 securitizations were wholly owned by unaffiliated third parties.  

We accounted for the transfer of the individual Securitizations from the Depositor Entities wholly owned by IH1 and IH2 to the respective Trusts as a sale under 
ASC Topic 860, Transfers and Servicing, with no resulting gain or loss as the Securitizations were originated by the lender and immediately transferred at the same 
fair market value.  

As consideration for the transfer of each loan to the Trusts, the Trusts issued certificate classes which mirror the components of the individual loan agreements 
(collectively, the “Certificates”) to the Depositor Entities, except that Class R certificates do not have related loan components as they represent residual interests in 
the Trusts. The Certificates represent the entire beneficial interest in the Trusts. Following receipt of the Certificates, the Depositor Entities sold the Certificates to 
investors using the proceeds as consideration for the loans sold to the Depositor Entities by the lenders. These transactions had no effect on our condensed 
consolidated financial statements other than with respect to the Class B certificates purchased by INVH LP, and the Class G certificates purchased by IH1 and IH2.  

For IH1 2014-2, IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3, the Trusts made the Class A through Class F certificates available for sale to both domestic 
and foreign investors. With the introduction of foreign investment, IH1 and IH2, as sponsors of the respective loans, are required to retain a portion of the risk that 
represents a material net economic interest in each loan. The Class G certificates for IH1 2014-2, IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3 are equal to 5% of 
the original principal amount of the loans in accordance with the agreements. Per the terms of the Securitization agreements, the Class G certificates are restricted 
certificates and were made available exclusively to IH1 and IH2, as applicable. The Class G certificates are principal only and bear a stated annual interest rate of 
0.0005%. The Class G certificates are classified as held to maturity investments and are recorded in other assets, net on the condensed consolidated balance sheets 
(see Note 5). 

For IH 2017-1, the Trust made the Class A certificates available for sale to both domestic and foreign investors. In accordance with risk retention requirements of 
Regulation RR (the “Risk Retention Rules”) under the Securities Exchange Act of 1934 as amended (the “Exchange Act”), INVH LP, as the loan sponsor, is required to 
retain a portion of the credit risk that represents not less than 5% of the aggregate fair value of the loan as of the closing date. Per the terms of the agreement, the 
Class B certificates are restricted certificates that were made available exclusively to INVH LP. The Class B certificates pay interest and bear a stated annual interest 
rate of 4.17% plus applicable servicing fees. The Class B certificates are classified as held to maturity investments and are recorded in other assets, net on the 
condensed consolidated balance sheets (see Note 5). 

The Trusts are structured as pass through entities that receive principal and interest from the Securitizations and distribute those payments to the holders of the 
Certificates. The assets held by the Trusts are restricted and can only be used to fulfill the obligations of those entities. The obligations of the Trusts do not have 
any recourse to the general credit of any entities in these condensed consolidated financial statements. We have evaluated our interests in the Class B and G 
certificates of the Trusts and determined that they do not create a more than insignificant variable interest in the Trusts. Additionally, the Class B and G certificates 
do not provide us with any ability to direct the activities that could impact the Trusts’ economic performance. Therefore, we do not consolidate the Trusts.  

General Terms  

The general terms that apply to all of the mortgage loans require us to maintain compliance with certain affirmative and negative covenants. Affirmative 
covenants with which we must comply include our, and certain of our affiliates’, compliance with (i) licensing, permitting and legal requirements specified in the loan 
agreement, (ii) organizational requirements of the jurisdictions in which we, and certain of our affiliates, are organized, (iii) federal and state tax laws, and (iv) books 
and records requirements specified in the respective loan agreements. Negative covenants with which we must comply include our, and certain of our affiliates’, 
compliance with limitations surrounding (i) the amount of our indebtedness and the nature of our investments, (ii) the execution of transactions with affiliates, (iii) the 
Manager, and (iv) the nature of our business activities. At September 30, 2017, and through the date our financial statements were issued, we believe we were in 
compliance with all affirmative and negative covenants.  
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Prepayments  

For the mortgage loans, prepayments of amounts owed are generally not permitted by us under the terms of the respective loan agreements unless such 
prepayments are made pursuant to the voluntary election and mandatory provisions specified in such agreements. The specified mandatory provisions become 
effective to the extent that a property becomes characterized as a disqualified property, a property is sold, and/or upon the occurrence of a condemnation or casualty 
event associated with a property. To the extent either a voluntary election is made, or a mandatory prepayment condition exists, in addition to paying all interest and 
principal, we must also pay certain breakage costs as determined by the loan servicer and a spread maintenance premium if prepayment occurs before the month 
following the one year anniversary of the closing dates of each of the mortgage loans except for IH 2017-1. For IH 2017-1, prepayments on or before December 2026 
will require a yield maintenance premium. For the nine months ended September 30, 2017 and 2016, voluntary and mandatory prepayments totaling $2,086,622 and 
$33,452, respectively, were made under the terms of the loan agreements.  

Collateral 

Collateral for the mortgage loans includes first priority mortgages on certain of our properties and a grant of a security interest in all of our personal property. The 
following table lists the gross carrying values of the single-family residential properties, including held for sale properties, pledged as collateral for the loans as of 
September 30, 2017 and December 31, 2016: 
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Number of 
Homes(1)   

September 30, 
2017   

December 31, 
2016 

IH1 2013-1   —    $ —    $ 533,005  
IH1 2014-1   —    —    1,124,069  
IH1 2014-2   3,611    783,761    785,459  
IH1 2014-3   3,906    844,455    850,056  
IH2 2015-1   2,998    594,360    594,155  
IH2 2015-2   3,505    744,905    744,070  
IH2 2015-3   6,973    1,368,925    1,382,683  
IH 2017-1   7,202    1,243,555    —  

Total    28,195   $ 5,579,961   $ 6,013,497  

(1) The loans are secured by first priority mortgages on portfolios of single-family residential properties owned by S1 Borrower, S2 Borrower, S3 Borrower, S4 
Borrower, S5 Borrower, S6 Borrower, S7 Borrower, and S9 Borrower. The numbers of homes noted above are as of September 30, 2017. As of December 31, 2016, a 
total of 30,900 homes (unaudited) were secured by the above-mentioned mortgage loans. 
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Debt Maturities Schedule  

Future maturities of these mortgage loans as of September 30, 2017 are set forth in the table below:  

New Credit Facility  

On February 6, 2017, we entered into a loan agreement with a syndicate of banks, financial institutions and institutional lenders for a new credit facility (the “New 
Credit Facility”). The New Credit Facility provides $2,500,000 of borrowing capacity and consists of a $1,000,000 revolving facility (the “Revolving Facility”), which 
will mature on February 6, 2021, with a one-year extension option, and a $1,500,000 term loan facility (the “Term Loan Facility”), which will mature on February 6, 2022. 
The Revolving Facility also includes borrowing capacity available for letters of credit and for short-term borrowings referred to as swing line borrowings, in each case 
subject to certain sublimits. The New Credit Facility provides us with the option to enter into additional incremental credit facilities (including an uncommitted 
incremental facility that provides us with the option to increase the size of the Revolving Facility and/or the Term Loan Facility by an aggregate amount of up to 
$1,500,000), subject to certain limitations. Proceeds from the Term Loan Facility were used to repay existing indebtedness and for general corporate purposes. 

The following table sets forth a summary of the outstanding principal amounts under such loans as of September 30, 2017: 

Interest Rate and Fees  

Borrowings under the New Credit Facility bear interest, at our option, at a rate equal to a margin over either (a) a LIBOR rate determined by reference to the 
Bloomberg LIBOR rate (or comparable or successor rate) for the interest period relevant to such borrowing or (b) a base rate determined by reference to the highest of 
(1) the administrative agent’s prime lending rate, (2) the federal funds effective rate plus 0.50%, and (3) the LIBOR rate that would be payable on such day for a LIBOR 
rate loan with a one-month interest period plus 1.00%. The margin is based on a total leverage based grid. The margin for the Revolving Facility ranges from 0.75% to 
1.30%, in the case of base rate loans, and 1.75% to 2.30%, in the case of LIBOR rate loans. The margin for the Term Loan Facility ranges from 0.70% to 1.30%, in the 
case of base rate loans, and 1.70% to  
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Year   Principal(1) 

2017   $ 147,323  
2018   3,030,306  
2019 and thereafter   999,798  

Total payments   4,177,427  
Less discounts   (3,433 ) 

Total mortgage loans, net   $ 4,173,994  

(1) Each of the mortgage loans, except IH 2017-1, are subject to three one-year extension options at the borrower's discretion (upon approval from the lender), of 
which the IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3 mortgage loans have exercised the first extension options, and IH1 2014-2 has exercised the second 
option. 

    Maturity Date   Interest Rate(1)   
September 30, 

2017 

Term loan facility   February 6, 2022   3.03%   $ 1,500,000  
Revolving facility   February 6, 2021   N/A   —  

Total   1,500,000  
Less deferred financing costs, net   (12,749 ) 

Total   $ 1,487,251  

(1) Interest rate for the Term Loan Facility is based on LIBOR plus an applicable margin of 1.80%; as of September 30, 2017, LIBOR was 1.23%.



 
INVITATION HOMES INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
(dollar amounts in thousands) 

(unaudited) 

 

 
2.30%, in the case of LIBOR rate loans. In addition, the New Credit Facility provides that, upon receiving an investment grade rating on its non-credit enhanced, 
senior unsecured long term debt of BBB- or better from Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies, Inc., or Baa3 or better from 
Moody’s Investors Service, Inc. (an “Investment Grade Rating Event”), we may elect to convert to a credit rating based pricing grid.  

In addition to paying interest on outstanding principal under the New Credit Facility, we are required to pay a facility fee to the lenders under the Revolving 
Facility in respect of the unused commitments thereunder. The facility fee rate is based on the daily unused amount of the Revolving Facility and is either 0.350% or 
0.200% per annum based on the unused facility amount. Upon converting to a credit rating pricing based grid, the unused facility fee will no longer apply; and we will 
be required to pay a facility fee ranging from 0.125% to 0.300%. We are also required to pay customary letter of credit fees.  

Prepayments and Amortization  

No prepayment or amortization is required under the New Credit Facility. We are permitted to voluntarily repay amounts outstanding under the Term Loan 
Facility at any time without premium or penalty, subject to certain minimum amounts and the payment of customary “breakage” costs with respect to LIBOR loans. 
Once repaid, no further borrowings will be permitted under the Term Loan Facility.  

General Terms  

The New Credit Facility contains certain customary affirmative and negative covenants and events of default. Such covenants will, among other things, restrict, 
subject to certain exceptions, our ability and that of the Subsidiary Guarantors (as defined below) and their respective subsidiaries to (i) engage in certain mergers, 
consolidations or liquidations, (ii) sell, lease or transfer all or substantially all of their respective assets, (iii) engage in certain transactions with affiliates, (iv) make 
changes to the our fiscal year, (v) make changes in the nature of our business and our subsidiaries and (vi) incur additional indebtedness that is secured on a pari 
passu basis with the New Credit Facility.  

The New Credit Facility also requires us, on a consolidated basis with our subsidiaries, to maintain a (i) maximum total leverage ratio, (ii) maximum secured 
leverage ratio, (iii) maximum unencumbered leverage ratio, (iv) minimum fixed charge coverage ratio, (v) minimum unencumbered fixed charge coverage ratio and 
(vi) minimum tangible net worth. If an event of default occurs, the lenders under the New Credit Facility are entitled to take various actions, including the acceleration 
of amounts due under the New Credit Facility and all actions permitted to be taken by a secured creditor. At September 30, 2017, and through the date our financial 
statements were issued, we believe we were in compliance with all affirmative and negative covenants.  

Guarantees and Security  

The obligations under the New Credit Facility are guaranteed on a joint and several basis by each of our direct and indirect domestic wholly owned subsidiaries 
that own, directly or indirectly, unencumbered assets (the “Subsidiary Guarantors”), subject to certain exceptions. The guarantee provided by any Subsidiary 
Guarantor will be automatically released upon the occurrence of certain events, including if it no longer has a direct or indirect interest in an unencumbered asset or as 
a result of certain non-recourse refinancing transactions pursuant to which such Subsidiary Guarantor becomes contractually prohibited from providing its guaranty 
of the New Credit Facility. In addition, INVH may be required to provide a guarantee of the New Credit Facility under certain circumstances, including if INVH does 
not maintain its qualification as a REIT.  

The New Credit Facility is collateralized by first priority or equivalent security interests in all the capital stock of, or other equity interests in any Subsidiary 
Guarantor, held by us and each of the Subsidiary Guarantors. The security interests granted under the New Credit Facility will be automatically released upon the 
occurrence of certain events, including upon an Investment Grade Rating Event or if the total net leverage ratio is less than or equal to 8.00:1.00 for four consecutive 
fiscal quarters.  
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Debt Maturities Schedule  

Future maturities of the New Credit Facility as of September 30, 2017 are set forth in the table below: 

Credit Facilities 

All of the then-existing credit facilities were paid in full on February 6, 2017 in connection with the closing of our IPO. The following table sets forth a summary of 
the outstanding principal amounts of these credit facilities as of September 30, 2017 and December 31, 2016: 

Note 7—Derivative Instruments  

From time to time, we enter into Hedging Derivatives to manage the economic risk of changes in interest rates. We do not enter into derivative transactions for 
speculative or trading purposes. Designated hedges are derivatives that meet the criteria for hedge accounting and for which we have elected to designate them as 
hedges. Non-Designated Hedges are derivatives that do not meet the criteria for hedge accounting or we have not elected to designate them as hedges.  

Designated Hedges 

We have entered into various interest rate swap agreements, as outlined in the table below. Certain of the Invitation Homes Partnerships and certain Borrower 
Entities guaranteed the obligations under each of the interest rate swaps from the date the swaps were entered into through the date of the IPO. Each of these swaps 
was accounted for as a non-designated hedge until January 31, 2017, when the criteria for hedge accounting were met as a result of the Pre-IPO Transactions 
described in Note 1. At that time, we designated these swaps for hedge accounting purposes; and the effective portion of changes in the fair value of these swaps is 
recorded in other comprehensive income subsequent to that date.  
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Year   Principal 

2022   $ 1,500,000  

            Outstanding Principal Balance(1) 

    
Origination  

Date   Range of Spreads   
September 30, 

2017   
December 31, 

2016 

IH1 2015   April 3, 2015   325 bps   $ —    $ 85,492  
IH2 2015   September 29, 2015   275 bps   —    43,859  
IH3 2013   December 19, 2013   300-425 bps   —    932,583  
IH4 2014   May 5, 2014   300-425 bps   —    529,866  
IH5 2014   December 5, 2014   275-400 bps   —    564,348  
IH6 2016   April 13, 2016   250-375 bps   —    165,437  

Total   —   2,321,585  
Less deferred financing costs, net   —    (6,044 ) 

Total   $ —    $ 2,315,541  

(1) Outstanding Principal Balance does not include capitalized deferred financing costs, net. 
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The table below summarizes our interest rate swap instruments as of September 30, 2017: 

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 on the condensed consolidated balance sheets and is subsequently reclassified into earnings in the period that the hedged forecasted transaction affects 
earnings. During the nine months ended September 30, 2017, such derivatives were used to hedge the variable cash flows associated with existing variable-rate 
interest payments. The ineffective portion of the change in fair value of the derivatives is recognized directly in earnings. Changes in fair value related to the 
ineffective portion of our Designated Hedges resulted in an unrealized gain of $201 for the nine months ended September 30, 2017, which is included in interest 
expense in our condensed consolidated statements of operations.  

Amounts reported in accumulated other comprehensive income related to derivatives will be reclassified to interest expense as interest payments are made on our 
variable-rate debt. During the next twelve months, we estimate that an additional $8,094 will be reclassified to earnings as an increase to interest expense. There were 
no interest rate swap agreements outstanding during the nine months ended September 30, 2016.  

Non-Designated Hedges 

Concurrent with entering into certain of the mortgage loan agreements, we entered into and maintain interest rate cap agreements with terms and notional 
amounts equivalent to the terms and amounts of the loans made by the third-party lenders and strike prices ranging from approximately 2.59% to 3.39% (collectively, 
the “Strike Prices”). To the extent that the maturity date of one or more of the loans is extended through an exercise of one or more of the extension options, 
replacement or extension interest rate cap agreements must be executed with terms similar to those associated with the initial interest rate cap agreements and strike 
prices equal to the greater of the Strike Prices and the interest rate at which the debt service coverage ratio (as defined) is not less than 1.2 to 1.0. The interest rate cap 
agreements, including all of our rights to payments owed by the counterparty and all other rights, have been pledged as additional collateral for the loans.  

Changes in fair value related to Non-Designated Hedges resulted in unrealized losses of $3,992 for the nine months ended September 30, 2017, which are included 
in interest expense in our condensed consolidated statements of operations. Of the unrealized losses, $3,674 related to changes in value on interest rate swaps prior 
to their designation on January 31, 2017, and $318 related to the non-designated interest rate caps. 
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Agreement Date   
Forward 

Effective Date   Maturity Date   Strike Rate   Index   Notional Amount 

December 21, 2016   February 28, 2017   January 31, 2022   1.97%   One-month LIBOR   $ 750,000  
December 21, 2016   February 28, 2017   January 31, 2022   1.97%   One-month LIBOR   750,000  
January 12, 2017   February 28, 2017   August 7, 2020   1.59%   One-month LIBOR   1,100,000  
January 13, 2017   February 28, 2017   June 9, 2020   1.63%   One-month LIBOR   595,000  
January 20, 2017   February 28, 2017   March 9, 2020   1.60%   One-month LIBOR   325,000  
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Tabular Disclosure of Fair Values of Derivative Instruments on the Condensed Consolidated Balance Sheets 

The table below presents the fair value of our derivative financial instruments as well as their classification on the condensed consolidated balance sheets as of 
September 30, 2017 and December 31, 2016: 

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

The tables below present the effect of our derivative financial instruments on the condensed consolidated statements of operations for the three months ended 
September 30, 2017 and 2016: 
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  Asset Derivatives   Liability Derivatives 

      Fair Value at:       Fair Value at: 

  

Balance 
Sheet 

Location   
September 30, 

2017   
December 31, 

2016   

Balance 
Sheet 

Location   
September 30, 

2017   
December 31, 

2016 

Derivatives designated as 
hedging instruments:                       

Interest rate swaps 
Other 
assets   $ 5,529    $ —    

Other 
liabilities   $ 8,068    $ —  

Derivatives not designated as 
hedging instruments:                       

Interest rate swaps 
Other 
assets   —    —    

Other 
liabilities   —    8,683  

Interest rate caps 
Other 
assets   —    29    

Other 
liabilities   —    —  

Total     $ 5,529    $ 29        $ 8,068    $ 8,683  

  

Amount of Gain 
(Loss) Recognized 

in OCI on 
Derivative 

(Effective Portion)   

Location of Gain 
(Loss) 

Reclassified from 
Accumulated 
OCI into Net 

Loss (Effective 
Portion)   

Amount of Gain 
(Loss) Reclassified 
from Accumulated 
OCI into Net Loss 
(Effective Portion)   

Location of Gain 
(Loss) Recognized 

in Net Loss on 
Derivative 

(Ineffective Portion 
and Amount 

Excluded from 
Effectiveness 

Testing)   

Amount of Gain 
(Loss) Recognized in 

Net Loss on 
Derivative 

(Ineffective Portion 
and Amounts 
Excluded from 
Effectiveness 

Testing) 

  

For the Three 
Months Ended 
September 30,       

For the Three 
Months Ended 
September 30,       

For the Three 
Months Ended 
September 30, 

  2017   2016       2017   2016       2017   2016 

Derivatives in 
cash flow 
hedging 
relationships:                               

Interest rate 
swaps $ (598)   $ —   

Interest 
expense   $ (4,193)   $ —   

Interest 
expense   $ 163   $ — 
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The tables below present the effect of our derivative financial instruments on the condensed consolidated statements of operations for the nine months ended 
September 30, 2017 and 2016: 
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Location of 
Gain (Loss) 

Recognized in 
Net Loss 

on Derivative   

Amount of Gain (Loss) 
Recognized in Net Loss on 

Derivative 

      
For the Three Months Ended 

September 30, 

      2017   2016 

Derivatives not designated as 
hedging instruments:           

Interest rate swaps 
Interest 
expense   $ —   $ — 

Interest rate caps 
Interest 
expense   (190)   — 

Total     $ (190)   $ — 

  

Amount of Gain 
(Loss) Recognized 

in OCI on 
Derivative 

(Effective Portion)   

Location of Gain 
(Loss) Reclassified 
from Accumulated 
OCI into Net Loss 
(Effective Portion)   

Amount of Gain 
(Loss) Reclassified 
from Accumulated 
OCI into Net Loss 
(Effective Portion)   

Location of Gain 
(Loss) Recognized in 

Net Loss on 
Derivative 

(Ineffective Portion 
and Amount 

Excluded from 
Effectiveness Testing)   

Amount of Gain 
(Loss) Recognized in 

Net Loss on 
Derivative 

(Ineffective Portion 
and Amounts 

Excluded from 
Effectiveness Testing)

  

For the Nine 
Months Ended 
September 30,       

For the Nine 
Months Ended 
September 30,       

For the Nine 
Months Ended 
September 30, 

  2017   2016       2017   2016       2017   2016 

Derivatives in 
cash flow 
hedging 
relationships:                               

Interest rate 
swaps $ (4,796)   $ —   

Interest 
expense   $ (12,963)   $ —   

Interest 
expense   $ 201   $ — 

  

Location of 
Gain (Loss) 

Recognized in 
Net Loss 

on Derivative   
Amount of Gain (Loss) Recognized 

in Net Loss on Derivative 

      
For the Nine Months Ended 

September 30, 

      2017   2016 

Derivatives not designated 
as hedging instruments:           

Interest rate swaps 
Interest 
expense   $ (3,674)   $ — 

Interest rate caps 
Interest 
expense   (318)   — 

Total     $ (3,992)   $ — 
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Credit-Risk-Related Contingent Features 

We have agreements with our derivative counterparties for our interest rate swap agreements that 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, the fair value of interest rate swap derivatives in a net liability position, which includes accrued interest but excludes any adjustment 
for nonperformance risk, related to these agreements was $8,595. As of September 30, 2017, we have not posted any collateral related to these agreements. If we have 
breached any of these provisions at September 30, 2017, we could have been required to settle its obligations under the agreements at their termination value of 
$8,595. 

Note 8—Equity  

Shareholders’ Equity  

In connection with our IPO, we issued 310,376,634 shares of common stock to the public and the Pre-IPO Owners and 3,290,126 RSUs (see Note 10), and our IPO 
raised $1,692,058, net of underwriting discount, and before IPO costs of $5,726. During the nine months ended September 30, 2017, we issued 977,656 shares of 
common stock in net settlement of 1,446,351 fully vested RSUs. 

To qualify as a REIT, we are required to distribute annually to our shareholders at least 90% of our REIT taxable income, without regard to the deduction for 
dividends paid and excluding net capital gains, and to pay tax at regular corporate rates to the extent that we annually distribute less than 100% of our net taxable 
income. We intend to pay quarterly dividends to our shareholders, which in the aggregate are approximately equal to or exceed our net taxable income in the relevant 
year. 

The following table summarizes our dividends declared from January 1, 2017 through the nine months ended September 30, 2017: 

 

On October 13, 2017, we declared an $0.08 dividend per share to stockholders of record on October 24, 2017, which was paid on November 7, 2017.  

Combined Equity 

Prior to the IPO, our business was conducted through the Invitation Homes Partnerships which did not have a common capital structure. As described in Note 1, 
IH1, IH3, IH4, IH5, and IH6 are partnerships. These entities each had limited partners and a general partner (the “Class A Partners”), along with a board of directors 
designated in the respective limited partnership agreements. IH2 was a Delaware corporation and had issued 1,000 shares of common stock and 113 shares of Series A 
Preferred Stock. IH2 had a board of directors elected by the common shareholders. The same board of directors was responsible for directing the significant activities 
of the Invitation Homes Partnerships and INVH LP on a combined basis. 

The IH2 Series A Preferred Stock ranked, in respect of rights to the payment of dividends and the distribution of assets in the event of any liquidation or 
dissolution, senior to the IH2 common stock. Holders of such IH2 Series A Preferred Stock shares were entitled to receive cumulative cash dividends at the rate of 
12.0% per annum of the total of a liquidation preference. On January 31, 2017, in connection with the Pre-IPO Transactions, the Series A Preferred Stock was redeemed 
for $1,153, inclusive of the redemption premium and accrued and unpaid dividends to that date. No dividends were declared or paid with respect to the Series A 
Preferred Stock during the nine months ended September 30, 2016. As of  
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    Record Date   
Amount per 

Share(1)   Pay Date   
Total Amount 

Paid 

Q2-2017   5/15/2017   $ 0.06   5/31/2017   $ 18,800 
Q3-2017   8/15/2017   0.08   8/31/2017   25,200 

(1) Amounts are displayed in actual dollars and are paid on a per share basis.
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December 31, 2016, there were no dividend amounts declared and outstanding related to the 12.0% per annum dividend requirements of the Series A Preferred Stock. 

Profits and losses, and cash distributions were allocated in accordance with the terms of the respective entity’s organizational documents. We made no 
distributions to our equity investors, and we received $138,002 of contributions during the nine months ended September 30, 2016.  

As further described in Note 10, we granted certain individuals incentive compensation units in IH1, IH2, IH3, IH4, IH5, and IH6, which consisted of Class B units 
that were accounted for as a substantive class of equity due to the terms of the agreements and rights of the holders. We previously made distributions to certain 
Class B unitholders in the form of non-recourse cash advances totaling $11,023. Any amounts distributed to the holders of the Class B units whose Class B units 
were converted in connection with the Pre-IPO Transactions (see Note 10), reduced the number of converted shares common stock received by amounts previously 
paid to such Class B unitholders as advance distributions. As a result of the Pre-IPO Transactions, there are no longer any Class B Units outstanding. 

We previously executed notes receivables with certain Class B unitholders (the “Class B Notes”) and funded $20,228 pursuant to those note agreements, of 
which $1,527, including accrued interest had been repaid as of December 31, 2016. On January 5, 2017, $7,723 of Class B Notes, including accrued interest, were 
canceled, and the transaction was accounted for as a distribution to the underlying unitholder. As part of the Pre-IPO Transactions, IH1 assigned $11,963, including 
accrued interest, of Class B Notes to a wholly owned subsidiary of the Pre-IPO Owners that was formed in connection with the reorganization described in Note 1, 
and the transaction was accounted for as a distribution. The Class B Notes were secured by certain of the Class B units of the makers of the Class B Notes and were 
otherwise non-recourse to the makers. The Class B Notes matured at the earlier of a liquidation event or defined dates in 2024 and bore interest of 1.57% to 1.97% per 
annum. As such, the Class B Notes were recorded as a component of combined equity on our condensed consolidated balance sheet as of December 31, 2016. 

Note 9—Related Party Transactions  

Through December 31, 2014, certain related parties provided us with consulting services for which we recorded payables. We also made offsetting income tax 
payments related to distributions on behalf of these related parties. During the year ended December 31, 2016, we repaid the $1,959 outstanding as of December 31, 
2015. 

Note 10—Share-Based Compensation  

We have share-based compensation programs for the purpose of retaining certain key employees. Prior to the IPO, the program consisted of incentive 
compensation units, the Class B Units, granted in the form of profits interests in the Invitation Homes Partnerships. In connection with and subsequent to the IPO, 
we granted awards in the form of RSUs that settle in shares of common stock of INVH and RSAs that are restricted shares of common stock of INVH. 

Profits Interests — Class B Units  

Prior to the IPO, the Invitation Homes Partnerships granted incentive compensation units to certain key employees, which were profits interests for United States 
federal income tax purposes. The Class B Units were accounted for as a substantive class of equity and contained both service based and performance based vesting 
criteria. Recognition of compensation expense was recorded based on whether or not the award recipient was an employee of the Manager, a wholly owned 
subsidiary of IH1, resulting in some awards being recognized based on grant-date fair value and others being remeasured at each reporting period until the actual 
vesting date as required for non-employee awards. Prior to the IPO, none of the performance based vesting criteria had been achieved, and as such through the date 
of the IPO, no compensation expense had been recorded for performance based Class B Units. However, the IPO triggered achievement of the performance based 
criteria and effectively converted all such awards into service based awards. 

2017 New Class B Unit Awards: Pursuant to an amended and restated partnership agreement, on January 5, 2017, IH6 issued certain individuals a total of 9,650 
Class B Units that were expected to vest based on terms and conditions similar to all other Class B Units. In January 2017, an additional 188 Class B Units in total were 
issued from IH1, IH2, and IH3.  
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2017 Class B Unit Conversion: The Pre-IPO Transactions described in Note 1 resulted in accelerated vesting of 7,520 Class B Units held by certain unitholders 

which resulted in additional share-based compensation expense of $11,601 as of the date of the IPO. On January 31, 2017, in connection with the IPO, all of the 
Class B Units held by current employees of the Manager (except for 3,878 fully vested Class B Units awarded to a certain unitholder) were either converted into 
shares of INVH common stock or canceled based on the value of the Class B Units implied by the per share price of common stock sold to the public in the IPO. As 
such, a total of 730 Class B Units were converted into 62,529 RSAs, and 17,669 Class B Units were canceled for no consideration. For the Class B Units converted into 
RSAs, vesting and other terms of the RSAs delivered in the conversion have the same vesting and other terms applicable to the corresponding Class B Units 
converted. 

Additionally, the obligations under the remaining 40,992 fully vested Class B Units, including those of the unitholders who are not current employees of the 
Manager and the one employee unitholder noted above that did not convert, were converted into similar units of newly formed subsidiaries of the Pre-IPO Owners. 
All Class B Units held by former employees of the Manager are fully vested. 

The following table summarizes the activity related to the Class B Units for the period from December 31, 2016 through January 31, 2017, the date at which they 
were all canceled or converted: 

 

As of January 31, 2017, no Class B Units were outstanding. 

RSAs and RSUs Issued by INVH 

RSAs: In connection with the conversion of the Class B Units in January 2017, we issued 62,529 RSAs, of which 55,211 were fully vested as of September 30, 
2017, and the remaining 7,318 non-vested RSAs will vest in accordance with the original terms of the Class B Unit award agreements. The conversion of the Class B 
Units into RSAs resulted in a modification of the awards of which some were previously accounted for as non-employee awards. The modification resulted in the 
reversal of $246 of previously recognized incentive compensation expense with respect to these non-employee awards during the nine months ended September 30, 
2017. 

RSUs: Prior to the completion of the IPO, our board of directors adopted, and our shareholders approved, the Invitation Homes Inc. 2017 Omnibus Incentive Plan 
(the “Omnibus Incentive Plan”) to provide a means through which to attract and retain key personnel and to provide a means whereby our directors, officers, 
employees, consultants and advisors can acquire and maintain an equity interest in us, or be paid incentive compensation, including incentive compensation 
measured by reference to the value of our common stock, and aligning their interests with those of our shareholders. Under the Omnibus Incentive Plan, we may issue 
up to 16,000,000 shares, and as of September 30, 2017, we have awarded 4,480,982 shares under the Omnibus Incentive Plan pursuant to our annual Long Term 
Incentive Plan (“LTIP”) awards, Supplemental Bonus Plan, the IH6 Bonus Awards, and certain non-employee director awards. 
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    Class B Units 

   Employee   Non-employee   Total Class B Units 

    
Number of 

Units   

Weighted 
Average Fair 

Value   
Number of 

Units   

Weighted 
Average Fair 

Value   
Number of 

Units   

Weighted 
Average Fair 

Value 

Balance, December 31, 2016   9,915   $ 4.2   39,638   $ 2.5   49,553   $ 2.9 
Granted   85   14.0   9,753   —   9,838   0.1 
Converted to RSAs   (245)   (3.4)   (485)   (0.8)   (730)   (1.7) 

Canceled    (555)   (8.2)   (17,114)   (0.4)   (17,669)   (0.6) 

Converted to Units of affiliated entities   (9,200)   (4.0)   (31,792)   (2.9)   (40,992)   (3.2) 

Balance, January 31, 2017   —   $ —   —   $ —   —   $ — 

• Annual LTIP Awards: During the nine months ended September 30, 2017, we granted 874,410 RSUs pursuant to LTIP awards (the “LTIP Awards”) each of 
which is divided into three tranches (“Tranche 1,” “Tranche 2,” and “Tranche 3”). Within each tranche, 25% of the LTIP Award contains time-vesting 
conditions, approximately 25% of the award contains a market based vesting condition based on absolute total shareholder return, and approximately  
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50% of the award contains performance based vesting conditions based on compounded annual growth in our same store net operating income and 
adjusted funds from operations. 

The time-vesting awards vest in installments based on anniversary dates of March 1, 2017 subject to continued employment through the applicable vesting 
date as follows: Tranche 1 on the first anniversary; Tranche 2 in two equal installments on each of the first and second anniversaries; and Tranche 3 in four 
equal installments on each of the first four anniversaries. The time-vesting LTIP awards are participating securities for EPS purposes. 

The market and performance based awards may be earned based on the achievement of certain measures over an approximate one-, two-, or three-year 
performance period, which performance periods correspond, respectively, to the Tranche 1, Tranche 2, and Tranche 3 LTIP Awards. The number of RSUs 
earned will be determined based on performance achieved during the specified performance period for each measure at certain threshold, target, or maximum 
levels and corresponding payout ranges. In general, the market and performance based RSUs are earned on the date after the end of the performance period 
on which the performance results are certified (the “Certification Date”) by our compensation and management development committee (the “Compensation 
Committee”). The Tranche 1 and Tranche 2 market and performance based RSUs will vest on the Certification Date subject to continued employment through 
such date. The Tranche 3 market and performance based RSUs will vest in two equal installments, on the related Certification Date and December 31, 2020, 
subject to continued employment through such vesting dates. The market and performance based LTIP RSUs are not participating securities for EPS 
purposes. 

All of the LTIP Awards are subject to certain change in control and retirement eligibility provisions that may impact these vesting schedules.  
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• Retention Awards: During the nine months ended September 30, 2017, we issued 307,327 RSUs in the form of retention awards (the “Retention Awards”) 
each of which is a time-vesting award with service periods ranging from three to five years. The Retention Awards are participating securities for EPS 
purposes. 

• Supplemental Bonus Plan: In October 2016, we established a supplemental bonus plan for certain key executives and employees (the “Supplemental Bonus 
Plan”). Pursuant to the Supplemental Bonus plan, the awards became payable and the payment amount became determinable upon the completion of the 
IPO. The $59,776 of awards were converted into 2,988,120 time-vesting RSUs that will generally vest in three equal annual installments, commencing on the 
completion of the INVH IPO and on the first and second anniversaries thereafter. The Supplemental Bonus Plan awards are participating securities for EPS 
purposes. 

• IH6 Bonus Awards: In addition to the Class B Units granted by IH6 to certain individuals, these individuals were also granted bonus awards (the “IH6 
Bonus Awards”) equal to $0.5 multiplied by the 9,650 IH6 Class B Units granted, entitling the recipients to receive bonus payments in connection with an 
IPO or exit event. Upon completion of the INVH IPO, the IH6 Bonus Awards became payable to the recipients and were converted into the right to receive 
shares of common stock. The $4,825 of awards were settled in the form of 241,250 RSUs that were fully vested upon issuance. The IH6 Bonus Awards are 
participating securities for EPS purposes. 

• Director Awards: INVH issued $1,398 of awards, or 69,875 RSUs, to directors who are not our employees or employees of BREP VII. These awards will fully 
vest on the date scheduled for INVH’s 2018 annual shareholders meeting, subject to the director’s continued service on the board of directors through such 
date. The Director Awards are participating securities for EPS purposes. 
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The following tables summarize the status of non-vested RSUs and RSAs as of September 30, 2017 and changes during the period from January 31, 2017 through 

September 30, 2017: 

 

During the period from January 31, 2017 through September 30, 2017, 55,211 RSAs and 1,446,351 RSUs with an estimated fair value of $29,851 fully vested. As of 
September 30, 2017, 649,136 RSUs included performance and market based criteria. The grant-date fair value of the RSAs, time-vesting RSUs, and RSUs with 
performance condition vesting criteria is generally based on the closing price of our common stock on the grant date. However, for the awards granted in connection 
with the IPO, the grant-date fair value is the opening offering price per common share, and the grant-date fair values for RSUs with market condition vesting criteria 
are based on Monte-Carlo option pricing models. The following table summarizes the significant inputs utilized in these models at the grant date: 
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    RSUs   RSAs   Total Share-Based Awards 

    Number   

Weighted 
Average 

Grant-Date 
Fair Value 
(Actual $)   Number   

Weighted 
Average 

Grant-Date 
Fair Value 
(Actual $)   Number   

Weighted 
Average 

Grant-Date 
Fair Value 
(Actual $) 

Balance, January 1, 2017   —   $ —   —   $ —   —   $ — 
Granted   4,480,982   20.53   62,529   15.50   4,543,511   20.46 
Vested(1)   (1,446,351)   (20.00)   (55,211)   (15.69)   (1,501,562)   (19.84) 

Forfeited   (100,345)   (20.08)   —   —   (100,345)   (20.08) 

Balance, September 30, 2017   2,934,286   $ 20.81   7,318   $ 14.05   2,941,604   $ 20.79 

(1) All vested RSAs and RSUs are included in basic EPS for the period during which they are outstanding.

    June 23, 2017 

Expected volatility(1)   25% 

Risk-free rate   1.40% 

Expected holding period (years)   0.52-2.52 

(1) Expected volatility is estimated based on the leverage adjusted historical volatility of certain of our peer companies over a historical term commensurate with the 
remaining expected holding period. 
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Summary of Total Share-Based Compensation Expense 

During the three months ended September 30, 2017 and 2016, we recognized $12,004 and $4,711 respectively, of share-based compensation expense, comprised of 
the following: 

During the nine months ended September 30, 2017 and 2016, we recognized $64,464 and $13,023 respectively, of share-based compensation expense, comprised of 
the following: 

As of September 30, 2017, there was $40,605 of unrecognized share-based compensation expense related to non-vested RSUs and RSAs which is expected to be 
recognized over a weighted average period of 1.72 years. 

Note 11—Fair Value Measurements  

The carrying amounts of restricted cash, certain components of other assets, accounts payable and accrued expenses, resident security deposits, and other 
liabilities approximate fair value due to the short maturity of these amounts. Our interest rate swap agreements are the only financial instruments recorded at fair value 
on a recurring basis within our condensed consolidated financial statements. The fair values of our interest rate caps and swaps, which are classified as Level 2 in the 
fair value hierarchy, are estimated using market values of instruments with similar attributes and maturities. See Note 7 for the details of the balance sheet 
classification and the fair values for the interest rate caps and swaps. 
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    Share-Based Compensation Expense for the Three Months Ended September 30, 

    2017   2016 

    
General and 

Administrative   
Property Management 

Expense   
General and 

Administrative   
Property Management 

Expense 

Class B Units   $ —    $ —    $ 4,665    $ 46  
RSUs   9,307    2,691    —    —  
RSAs   2    4    —    —  

Total   $ 9,309    $ 2,695    $ 4,665    $ 46  

    Share-Based Compensation Expense for the Nine Months Ended September 30,     

    2017   2016     

    
General and 

Administrative   
Property Management 

Expense   
General and 

Administrative   
Property Management 

Expense   

Unrecognized Expense 
at  

September 30, 2017 

Class B Units   $ 11,998   $ 3   $ 12,724   $ 299   $ — 
RSUs   44,646   8,047   —   —   40,591 
RSAs   (184)   (46)   —   —   14 

Total   $ 56,460   $ 8,004   $ 12,724   $ 299   $ 40,605 
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The following table displays the carrying values and fair values of financial instruments as of September 30, 2017 and December 31, 2016: 

 

The fair values of our investments in debt securities and of our mortgage loans, which are classified as Level 2 in the fair value hierarchy, are estimated based on 
market bid prices of comparable instruments at the end of the period. The fair values of our credit facilities and Term Loan Facility, which are classified as Level 3 in 
the fair value hierarchy, are estimated using a discounted cash flow methodology based on market interest rate data and other market factors available at the end of 
the period. 

Our assets measured at fair value on a nonrecurring basis are those assets for which we have recorded impairments. The assets for which we have recorded 
impairments, measured at fair value on a nonrecurring basis, are summarized below: 

 
For additional information related to our single-family residential properties during the three and nine months ended September 30, 2017 and 2016, refer to Note 3. 
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        September 30, 2017   December 31, 2016 

        
Carrying 

Value   
Fair 

Value   
Carrying 

Value   
Fair 

Value 

Assets carried at historical cost on the consolidated 
balance sheets                     

Investments in debt securities   Level 2   $ 230,619   $ 234,514   $ 209,337   $ 209,390 
                     

Liabilities carried at historical cost on the consolidated 
balance sheets                     

Mortgage loans(1)   Level 2   $ 4,173,994   $ 4,196,400   $ 5,263,994   $ 5,265,180 
Term loan facility(2)   Level 3   1,500,000   1,501,030   —   — 
Credit facilities(3)   Level 3   —   —   2,321,585   2,329,551 

(1) The carrying values of the mortgage loans are shown net of discount and exclude $16,970 and $9,256 of deferred financing costs as of September 30, 2017 and 
December 31, 2016, respectively. 

(2) The carrying value of the term loan facility excludes $12,749 of deferred financing costs as of September 30, 2017.
(3) The carrying values of the credit facilities exclude $6,044 of deferred financing costs as of December 31, 2016.

    Three Months Ended September 30,   
Nine Months Ended 

September 30, 

    2017   2016   2017   2016 

Investments in single-family residential properties, net 
held for use (Level 3)                 

Pre-impairment amount   $ 1,827   $ 1,350   $ 2,323   $ 2,407 
Total impairments   (360)   (421)   (627)   (650) 

Fair value   $ 1,467   $ 929   $ 1,696   $ 1,757 

    Three Months Ended September 30,   
Nine Months Ended 

September 30, 

    2017   2016   2017   2016 

Investments in single-family residential properties, 
net held for sale (Level 3)                 

Pre-impairment amount   $ 988   $ 36,698   $ 9,115   $ 40,657 
Total impairments   (64)   (655)   (929)   (945) 

Fair value   $ 924  $ 36,043  $ 8,186   $ 39,712 
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Note 12—Earnings per Share  

We compute EPS only for the period our common stock was outstanding during 2017, referred to as the Post-IPO period. We have defined the Post-IPO period as 
February 1, 2017, the date our shares began trading on the New York Stock Exchange, through September 30, 2017, or 92 and 242 days of activity, respectively, for the 
three months ended September 30, 2017, and for the Post-IPO period. Basic EPS is computed by dividing the net loss available to common shareholders for the Post-
IPO period by the weighted average number of shares outstanding during the Post-IPO period, adjusted for non-vested shares of RSUs and RSAs. Diluted EPS is 
similar to computing basic EPS, except that the denominator is increased to include the dilutive effects of non-vested RSUs and RSAs except when doing so would be 
anti-dilutive. 

All outstanding non-vested RSUs and RSAs that have nonforfeitable rights to dividends or dividend equivalents that participate in undistributed earnings with 
common stock are considered participating securities and are included in computing EPS pursuant to the two-class method. The two-class method is an earnings 
allocation formula that determines EPS for each class of common stock and participating securities according to dividends or dividend equivalent and participation 
rights in undistributed earnings in periods when we have net income. Certain of our non-vested RSUs and RSAs are considered participating securities as identified 
in Note 10. 

Basic and diluted EPS are calculated as follows:  

 
For the three months ended September 30, 2017 and for the period from February 1, 2017 through September 30, 2017, incremental shares of 951,217 and 623,375, 

respectively, attributed to non-vested RSUs and RSAs were excluded from the computation of diluted EPS because we had a net loss for the periods. 

Note 13—Income Tax 

We account for income taxes under the asset and liability method. For the TRSs, deferred tax assets and liabilities are recognized for the estimated future tax 
consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax basis and 
operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using the enacted tax rates in effect for the year in which those temporary 
differences are expected to be recovered or settled. We provide a valuation allowance, from time to time, for deferred tax assets for which we do not consider 
realization of such assets to be more likely than not.  

As of September 30, 2017, there were no deferred tax assets and liabilities or unrecognized tax benefits recorded. We do not anticipate a significant change in 
unrecognized tax benefits within the next 12 months. 

During the nine months ended September 30, 2017, we sold assets subject to Section 337(d) of the Code (see additional discussion in Note 2). These transactions 
resulted in $2,506 of current income tax expense which has been recorded in gain on sale of property, net of tax on the condensed consolidated statement of 
operations. 
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(in thousands, except share and per share data)   

Three Months 
Ended 

September 30, 
2017   

February 1, 2017 
through 

September 30, 
2017 

Numerator:         

Net loss available to common shareholders — basic and diluted   $ (22,745 )   $ (42,837 ) 

         

Denominator:         

Weighted average common shares outstanding — basic and diluted   311,559,780    311,674,226  

         

Net loss per common share — basic and diluted   $ (0.07 )   $ (0.14 ) 
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Note 14—Commitments and Contingencies  

Insurance Policies 

Pursuant to the terms of our credit facility agreements and mortgage loan agreements (see Note 6), laws and regulations of the jurisdictions in which our 
properties are located, and general business practices, we are required to procure insurance on our properties. For the nine months ended September 30, 2017 and 
2016, no material uninsured losses have been incurred with respect to the properties except as described below.  

Effects of Hurricane Irma 

On September 10, 2017, Hurricane Irma made landfall in Southern Florida and traveled through Florida before entering Georgia as a tropical storm. We estimate 
that damages caused by Hurricane Irma totaled approximately $16,000 which we have accrued at September 30, 2017 and is included in impairment and other in our 
condensed consolidated statements of operations for the three and nine months ended September 30, 2017. A portion of the foregoing damages may be recoverable 
through our insurance policies that provide coverage for wind damage, flood damage and business interruption, which are subject to deductibles and limits.  

Legal Matters 

We are subject to various legal proceedings and claims that arise in the ordinary course of our business. We do not believe the following litigation will have a 
materially adverse impact on our condensed consolidated financial statements, and no accruals for the following items have been recorded in our condensed 
consolidated financial statements, as we have not determined that any loss is probable, nor is the amount of any potential loss estimable. 

Litigation Relating to the Mergers  

Two putative class actions have been filed by purported shareholders of SFR challenging the Mergers. The first suit, styled as Berg v. Starwood Waypoint 
Homes, et. al., No. 1:17-cv-02896, was filed in the United States District Court for the District of Maryland on September 29, 2017, and is against SFR, SFR Partnership, 
SFR’s trustees, us, INVH LP, and REIT Merger Sub (the “Berg Lawsuit”). The second suit, styled as Bushansky v. Starwood Waypoint Homes, et. al., No. 1:17-cv-
02936, was filed in the United States District Court for the District of Maryland on October 4, 2017, and is against SFR, SFR Partnership and SFR’s trustees (the 
“Bushansky Lawsuit” and, collectively with the Berg Lawsuit, the “Lawsuits”). The Bushansky Lawsuit does not name the Company or any of its affiliates as 
defendants. The Lawsuits allege that SFR and its trustees violated Section 14(a) of the Exchange Act and Rule 14a-9 promulgated thereunder by allegedly 
disseminating a false and misleading Form S-4 containing a joint proxy statement/prospectus. The Lawsuits further allege that SFR’s trustees allegedly violated 
Section 20(a) of the Exchange Act by failing to exercise proper control over the person(s) who violated Section 14(a) of the Exchange Act. The Berg Lawsuit 
additionally alleges that we violated Section 20(a) of the Exchange Act. The Lawsuits seek, among other things, injunctive relief preventing consummation of the 
Mergers, rescission of the transactions contemplated by the Merger Agreement should they be consummated and litigation costs, including attorneys’ fees. The 
Berg Lawsuit also seeks injunctive relief directing SFR’s trustees to disseminate a registration statement that does not contain any untrue statements of material fact 
and declaratory relief that defendants violated Sections 14(a) and/or 20(a) of the Exchange Act. The Bushansky Lawsuit also seeks rescissory damages in the event 
of a merger and requests that the action be maintained as a class action. We and SFR intend to defend vigorously against the Lawsuits. 

Other Matters 

SEC Investigation “In the Matter of Certain Single Family Rental Securitizations”  

Radian Group Inc. (“Radian”), the indirect parent company of Green River Capital LLC (“GRC”), which is a service provider that provides certain broker price 
opinions (“BPO”) to the Company, disclosed in its Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 that GRC had received a letter in 
March 2017 from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of Certain Single Family Rental Securitizations” and 
requesting information from market participants. Radian disclosed that the letter asked GRC to provide information regarding BPOs that GRC provided on properties 
included in single family rental securitization transactions.  
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In September 2017, we received a letter from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of Certain Single Family 

Rental Securitizations.” The letter enclosed a subpoena that requests the production of certain documents and communications related to our Securitizations, 
including, without limitation, those related to BPOs provided on our properties included in our Securitizations. The SEC letter indicates that its investigation is a fact-
finding inquiry and does not mean that the SEC has a negative opinion of any person or security. We are cooperating with the SEC. We understand that other 
transaction parties in securitizations have received requests in this matter. As the SEC’s investigation is ongoing, we cannot currently predict the timing, the outcome 
or the scope of such investigation.  

Severance and Retention 

In June 2017, our board of directors, upon recommendation of our Compensation Committee, approved and adopted our Invitation Homes Inc. Executive 
Severance Plan (the “Executive Severance Plan”); and, in September 2017, adopted severance guidelines for those not covered by the Executive Severance Plan (the 
“Severance Guidelines” and, together with the Executive Severance Plan, the “Severance Plans”). The Severance Plans provide all qualified employees specified 
benefits following such person’s qualifying termination of employment. 

In addition, and in connection with the Mergers, in August 2017, we entered into agreements with several of our executives, which provide the executives, as 
applicable, with benefits in the event the Mergers are consummated and/or where the executive experiences a qualifying termination within a specified period of time 
following such consummation. If the Mergers are consummated and a participant under either a Severance Plan or an executive agreements experiences a qualifying 
termination, such person will be entitled to specified benefits. 

Note 15—Subsequent Events  

In connection with the preparation of the accompanying condensed consolidated financial statements, we have evaluated events and transactions occurring 
after September 30, 2017, for potential recognition or disclosure. 

Extensions of Existing Mortgage Loans 

On October 10, 2017, we submitted a notification to request an extension of the maturity of the IH1 2014-3 mortgage loan from December 9, 2017 to December 9, 
2018 upon approval. 

Dividend Declaration  

On October 13, 2017, the board of directors declared an $0.08 dividend per share to stockholders of record on October 24, 2017, which was paid on November 7, 
2017. 

IH 2017-2 Securitization  

On November 9, 2017, we completed a securitization transaction in connection with which we entered into a loan agreement with a third-party lender, providing 
for a new mortgage loan comprised of six components with a total principal amount of $865,027 (“IH 2017-2”). IH 2017-2 has a stated maturity in December 2019, with 
five one-year extension options, and is secured by first priority mortgages on a portfolio of 4,419 of our homes. Each of the six components of IH 2017-2 bears interest 
at a floating rate equal to LIBOR plus an applicable spread that ranges from 85 to 300 bps, with a weighted average spread to LIBOR of 144 bps. IH 2017-2 was 
subsequently transferred to a trust in exchange for pass-through certificates issued by the trust. In connection with IH 2017-2, we purchased and will retain 5% of 
each class of certificates for risk-retention purposes, totaling $43,254. 

We utilized proceeds from IH 2017-2 to repay IH1 2014-2 and IH1 2014-3, to fund certain reserves, and for general corporate purposes.  

Residential Property Dispositions  

Between October 1, 2017 and November 2, 2017, we disposed of 55 homes with a net carrying amount of $8,996 as of September 30, 2017, for an aggregate net 
sales price of $11,546. A portion of the proceeds were used to make various prepayments on our mortgage loans totaling $2,634. At September 30, 2017, 44 of these 
properties were classified as held for  
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sale and presented in other assets, net and 11 were classified as investments in single-family residential properties on our condensed consolidated balance sheet. 
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the information appearing 
elsewhere in this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K for the year ended December 31, 2016. This discussion and analysis 
contains forward-looking statements based upon our current expectations that involve risks and uncertainties. Our actual results may differ materially from those 
anticipated in these forward-looking statements as a result of various factors, including those set further as described in Exhibit 99.1 to this Quarterly Report on 
Form 10-Q and under Part I. Item 1A. “Risk Factors," in our Annual Report on Form 10-K for the year ended December 31, 2016. 

Capitalized terms used without definition have the meaning provided elsewhere in this Quarterly Report on Form 10-Q. 

Overview  

Invitation Homes is a leading owner and operator of single-family homes for lease, offering residents high-quality homes in desirable neighborhoods across 
America. With nearly 50,000 homes for lease in 13 markets across the country as of September 30, 2017, Invitation Homes is meeting changing lifestyle demands by 
providing residents access to updated homes with features they value, such as close proximity to jobs and access to good schools. Our mission, “Together with you, 
we make a house a home,” reflects our commitment to high-touch service that continuously enhances residents’ living experiences and provides homes where 
individuals and families can thrive. 

We have selected locations with strong demand drivers, high barriers to entry and high rent-growth potential, primarily in the Western United States and Florida. 
Through disciplined market and asset selection, we designed our portfolio to capture the operating benefits of local density as well as economies of scale that we 
believe cannot be readily replicated. Since our founding in 2012, we have built a proven, vertically integrated operating platform that allows us to effectively and 
efficiently acquire, renovate, lease, maintain and manage our homes.  

We invest in markets that we expect will exhibit lower new supply, stronger job and household formation growth and superior NOI growth relative to the broader 
U.S. housing and rental market. Within our 13 markets, we target attractive neighborhoods in in-fill locations with multiple demand generators, such as proximity to 
major employment centers, desirable schools and transportation corridors. Our homes average approximately 1,860 square feet with three bedrooms and two 
bathrooms, appealing to a resident base that we believe is less transitory than the typical multifamily resident. As of September 30, 2017, we had made approximately 
$1.2 billion of upfront renovation investment in the homes in our portfolio, representing approximately $25,000 per home, in order to address capital needs, reduce 
ongoing maintenance costs and drive resident demand. As a result, our portfolio benefits from high occupancy and low turnover rates, and we are well positioned to 
drive strong rent growth, attractive margins and predictable cash flows. 

Reorganization and Initial Public Offering 

On January 31, 2017, we and our Pre-IPO Owners effected certain transactions (the “Pre-IPO Transactions”) that resulted in the INVH LP holding, directly or 
indirectly, all of the assets, liabilities, and results of operations reflected in our condensed consolidated financial statements, including the full portfolio of homes held 
by the IH Holding Entities. As a result of the Pre-IPO Transactions, the INVH LP is wholly owned by Invitation Homes Inc. (“INVH”) directly and through its wholly 
owned subsidiary, Invitation Homes OP GP LLC, which serves as the INVH LP’s sole general partner. 

The Pre-IPO Transactions have been accounted for as a reorganization of entities under common control utilizing historical cost basis. Accordingly, after 
January 31, 2017, our condensed consolidated financial statements include the accounts of INVH and its wholly owned subsidiaries. Prior to that date, our condensed 
combined financial statements include the combined accounts of the INVH LP and the IH Holding Entities and their wholly owned subsidiaries. 

On February 6, 2017, INVH completed an initial public offering of 88,550,000 shares of common stock at a price to the public of $20.00 per share (the “IPO”). An 
additional 221,826,634 shares of common stock were issued to the Pre-IPO Owners. 
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Our Portfolio  

The following table provides summary information regarding our total and Same Store portfolio as of and for the period ended September 30, 2017 as noted 
below:  
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Market   
Number  

of Homes(1)   
Average  

Occupancy(2)   
Average Monthly 

Rent(3)   
Average Monthly 

Rent PSF(3)   
% of 

Revenue(4) 

Western United States                     

Southern California   4,631    95.5 %   $ 2,288    $ 1.34    12.8 % 

Northern California   2,857    95.4 %   1,801    1.14    6.7 % 

Seattle   3,246    94.0 %   1,975    1.04    8.3 % 

Phoenix   5,443    94.4 %   1,188    0.75    8.2 % 

Las Vegas   961    95.7 %   1,475    0.76    1.8 % 

Western United States Subtotal   17,138    94.9 %   1,754    1.04    37.8 % 

                     

Florida                     

South Florida   5,577    92.9 %   2,198    1.14    14.5 % 

Tampa   4,915    94.3 %   1,602    0.82    9.6 % 

Orlando   3,736    95.2 %   1,539    0.81    7.1 % 

Jacksonville   1,953    94.8 %   1,577    0.79    3.8 % 

Florida Subtotal   16,181    94.1 %   1,787    0.92    35.0 % 

                     

Southeast United States                     

Atlanta   7,337    94.7 %   1,402    0.68    12.5 % 

Charlotte   3,132    94.2 %   1,395    0.70    5.2 % 

Southeast United States Subtotal   10,469    94.6 %   1,400    0.68    17.7 % 

                     

Midwest United States                     

Chicago   2,898    93.0 %   2,029    1.21    6.9 % 

Minneapolis   1,181    94.5 %   1,786    0.90    2.6 % 

Midwest United States Subtotal   4,079    93.4 %   1,958    1.11    9.5 % 

Total/Average   47,867    94.4 %   $ 1,705    $ 0.92    100.0 % 

                     

Same Store Portfolio Total/Average    42,795    95.4 %   $ 1,706    $ 0.92    90.5 % 

(1) As of September 30, 2017. 
(2) Represents average occupancy for the three months ended September 30, 2017.
(3) Represents average monthly rent for the three months ended September 30, 2017.
(4) Represents the percentage of total revenue generated in each market for the three months ended September 30, 2017.



 

 

Factors That Affect Our Results of Operations and Financial Condition  

Our results of operations and financial condition are affected by numerous factors, many of which are beyond our control. Key factors that impact our results of 
operations and financial condition include market fundamentals, property acquisitions and renovations, rental rates and occupancy levels, turnover and days to re-
resident homes, property improvements and maintenance, and financing arrangements.  

Market Fundamentals: Our results are impacted by housing market fundamentals and supply and demand conditions in our markets, particularly in the Western 
United States and Florida, which represented 72.8% of our revenues during the three months ended September 30, 2017. In recent periods, our Western United States 
and Florida markets have experienced favorable demand fundamentals in the form of employment growth and household formation rates and favorable supply 
fundamentals such as the rate of new supply delivery. We believe these supply and demand fundamentals have driven favorable rental rate growth and home price 
appreciation for our Western United States and Florida markets in recent periods and we expect these trends to continue in the near to intermediate term. 

Rental Rates and Occupancy Levels: Rental rates and occupancy levels are primary drivers of rental revenues and other property income. Our rental rates and 
occupancy levels are affected by macroeconomic factors and local and property-level factors, including market conditions, seasonality, resident defaults, and the 
amount of time it takes to prepare a home for its next resident and re-lease homes when residents vacate. An important driver of rental rate growth is our ability to 
increase monthly rents from expiring leases, which typically have a term of one to two years.  

Turnover and Days to Re-Resident: Other drivers of rental revenues and property operating and maintenance expense include increasing the length of stay of 
our residents, minimizing resident turnover rates, and reducing the number of days a home is unoccupied between residents. Our operating results also are impacted 
by the amount of time it takes to market and lease a property. The period of time to market and lease a property can vary greatly and is impacted by local demand, our 
marketing techniques, the size of our available inventory, and economic conditions and outlook. Increases in turnover rates and the average number of days to re-
resident increase property operating and maintenance expenses and reduce rental revenues as the homes are not generating income during this period.  

Property Improvements and Maintenance: Property improvements and maintenance impact capital expenditures, property operating and maintenance expense, 
and rental revenues. We actively manage our homes on a total portfolio basis to determine what capital and maintenance needs may be required, and what 
opportunities we may have to generate additional revenues or expense savings from such expenditures. Due to our size and scale both nationally and locally, we 
believe we are able to purchase goods and services at favorable prices.  

Property Acquisitions and Renovations: Future growth in rental revenues and operating income may be impacted by our ability to identify and acquire homes, 
our pace of property acquisitions, and the time and cost required to renovate and lease a newly acquired home. Our ability to identify and acquire single-family homes 
that meet our investment criteria is impacted by home prices in targeted acquisition locations, the inventory of homes available for sale through our acquisition 
channels, and competition for our target assets. The acquisition of homes involves expenditures in addition to payment of the purchase price, including payments for 
acquisition fees, property inspections, closing costs, title insurance, transfer taxes, recording fees, broker commissions, property taxes and HOA fees (when 
applicable). Additionally, we typically incur costs to renovate a home to prepare it for rental. Renovation work varies, but may include paint, flooring, carpeting, 
cabinetry, appliances, plumbing hardware, roof replacement, HVAC replacement, and other items required to prepare the home for rental. The time and cost involved 
in accessing our homes and preparing them for rental can significantly impact our financial performance. The time to renovate a newly acquired property can vary 
significantly among homes for several reasons, including the property’s acquisition channel, the condition of the property, and whether the property was vacant 
when acquired. Due to our size and scale both nationally and locally, we believe we are able to purchase goods and services at favorable prices.  

Financing Arrangements: Financing arrangements directly impact our interest expense, mortgage loans, term loan facility, and revolving facility, as well as our 
ability to acquire and renovate homes. We have historically utilized indebtedness to acquire and renovate new homes. Our current financing arrangements contain 
financial covenants, and certain financing arrangements contain variable interest rate terms. Interest rates are impacted by the characteristics of our homes, market 
conditions, and the terms of the underlying financing arrangements. See Item 3. “Quantitative and Qualitative Disclosures about Market Risk” for further discussion 
regarding interest rate risk. Our future financing arrangements may not have similar terms with respect to amounts, interest rates, financial covenants, and durations.  
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Recent Events 

Initial Public Offering 

On February 6, 2017, we completed our IPO in which we sold 88,550,000 shares of common stock at an initial public offering price of $20.00 per share. The shares 
offered and sold in the offering were registered under the Securities Act pursuant to our Registration Statement on Form S-11, which was declared effective by the 
SEC on January 31, 2017. The common stock is listed on the NYSE under the symbol "INVH" and began trading publicly on February 1, 2017. The offering generated 
net proceeds of $1,692.1 million to us after underwriting discounts, but before other transaction costs. We used a portion of the net proceeds, together with the 
borrowings under the Term Loan Facility of our New Credit Facility (described below), to repay all of our existing credit facilities and our mortgage loan relating to the 
IH1 2013-1 securitization and a portion of the mortgage loan relating to the IH1 2014-1 securitization transaction, and to pay fees and expenses related to the offering. 

In March 2017, we used the remaining IPO proceeds, together with cash on hand, to voluntarily prepay approximately $260.0 million of additional borrowings 
outstanding under the mortgage loan relating to the IH1 2014-1 securitization transaction, reducing the outstanding principal balance to approximately $421.0 million. 

New Credit Facility 

On February 6, 2017, INVH LP entered into a new credit agreement with the lenders party thereto, Bank of America, N.A., as administrative agent and the other 
parties party thereto. The new credit agreement provides for senior secured credit facilities (together, collectively, the “New Credit Facility”) consisting of (i) a 
$1,000.0 million revolving facility (the “Revolving Facility”), which will mature on February 6, 2021, with a one-year extension option subject to certain conditions and 
(ii) a $1,500.0 million “Term Loan Facility,” which will mature on February 6, 2022. See “—Liquidity and Capital Resources.”  

Fannie Mae Securitization Transaction 

On April  28, 2017, we completed a securitization transaction pursuant to which we entered into a loan agreement, providing for a new ten-year, fixed rate 
mortgage loan comprised of two components with a total principal amount of $1,000.0 million (the “FNMA Loan”). The FNMA Loan will mature June 9, 2027 and is 
secured by first priority mortgages on a portfolio of 7,204 of our homes. See “—Liquidity and Capital Resources.” 

We used proceeds from the FNMA Loan to repay the remaining $420.0 million outstanding under our mortgage loan relating to the IH1 2014-1 securitization 
transaction, to fund certain reserves and to pay transaction fees and expenses incurred with respect to the FNMA Loan. The IH1 2014-1 mortgage loan outstanding 
balance had been reduced as of April 28, 2017 due to prepayments from IPO proceeds and application of proceeds from sales of homes. On May 9, 2017, we used the 
remaining proceeds to voluntarily prepay $510.0 million of our mortgage loan relating to the IH1 2014-3 securitization transaction. On June 9, 2017, we made a $100.0 
million prepayment, reducing the outstanding principal balance to approximately $151.0 million. 

Proposed Merger with SFR 

On August 9, 2017, we entered into a definitive agreement with SFR to form a combined company in a stock-for-stock merger of equals transaction (the “Merger 
Agreement”). The Merger Agreement provides that, upon the terms and subject to the conditions set forth in the Merger Agreement, (i) SFR will be merged with and 
into IH Merger Sub, LLC, a wholly owned subsidiary of the Company (“REIT Merger Sub”)re, with REIT Merger Sub surviving as our subsidiary (the “REIT Merger”) 
and (ii) as promptly as practicable after the REIT Merger, Starwood Waypoint Homes Partnership, L.P. (“SFR Partnership”) will be merged with and into INVH LP, 
with INVH LP surviving as our wholly owned subsidiary (the “Partnership Merger,” and together with the REIT Merger, the “Mergers”). In connection with the 
Mergers, we filed with the SEC on October 16, 2017 a definitive joint proxy statement/information statement and prospectus (File No. 333-220543) (the “Merger 
Proxy”), which includes more detailed information about the Mergers and the related transactions. 

Under the terms of the Merger Agreement and as described in the Merger Proxy, each outstanding SFR share will be converted into 1.6140 shares of our common 
stock (the “Exchange Ratio”), and each outstanding unit of SFR Partnership will be converted into the right to receive 1.6140 common units, representing limited 
partner interests, in INVH LP. Further, each  
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outstanding restricted share unit of SFR (an “SFR RSU”) that vest as a result of the Mergers or the Merger Agreement will automatically be converted into the right 
to receive our common stock based on the Exchange Ratio, plus any accrued but unpaid dividends (if any) and less certain taxes (if any). At the effective time of the 
REIT Merger, each SFR RSU that does not vest as a result of the Mergers or the Merger Agreement will be automatically assumed by us and converted into an 
equivalent stock-based incentive award unit with respect to our common stock and be subject to the same terms and conditions as applicable to such awards. On a 
pro forma basis giving effect to the Mergers, the combined company will own an approximately 98.2% partnership interest in INVH LP and the combined company will 
have the full, exclusive and complete responsibility for and discretion in the day-to-day management and control of INVH LP. 

The REIT Merger is intended to qualify as a reorganization for U.S. federal income tax purposes, and the Partnership Merger is intended to be treated as a 
transaction that is generally tax free to the holders of units of SFR Partnership for U.S. federal income tax purposes. Upon the closing of the Mergers, our 
stockholders will own approximately 59% of the combined company’s stock, and SFR’s stockholders will own approximately 41% of the combined company’s stock. 
Based on the closing prices of SFR’s common shares and our common stock on October 13, 2017, the equity market capitalization of the combined company would be 
approximately $12.0 billion, and the total enterprise value (including debt) would be approximately $21.3 billion. 

The transaction has been approved by our board of directors and SFR’s board of trustees. Completion of the Mergers is subject to, among other things, approval 
by the holders of the SFR’s common shares. Assuming approval is obtained, the Mergers are expected to close in the fourth quarter of 2017. We can give no 
assurance that the Mergers and related transactions will be completed in the above timeframe, if at all. During the third quarter of 2017, we incurred $4.9 million of fees 
and expenses related to the Mergers, which are included in general and administrative for the three and nine months ended September 30, 2017 in the condensed 
consolidated statements of operations and $2.7 million of direct offering costs which will be charged to equity upon completion of the Mergers and are included in 
other assets, net on the condensed consolidated balance sheet as of September 30, 2017. Other transaction costs are expected to be incurred in the fourth quarter of 
2017 and in 2018 in connection with the closing of the Mergers. 

Two putative class actions have been filed by purported shareholders of SFR challenging the Mergers, one of which names us and certain affiliates as 
defendants. The lawsuits seek, among other things, injunctive relief preventing consummation of the Mergers, rescission of the transactions contemplated by the 
Merger Agreement should they be consummated and litigation costs, including attorneys’ fees. Please see Part II, Item  I. Legal Proceedings “Litigation Relating to 
the Mergers” in this Quarterly Report on Form 10-Q for more details. 

Dividend Declaration  

On October 13, 2017, the board of directors declared an $0.08 dividend per share to stockholders of record on October 24, 2017, which was paid on 
November 7, 2017. 

IH 2017-2 Securitization  

On November 9, 2017, we completed a securitization transaction in connection with which we entered into a loan agreement with a third-party lender, providing 
for a new mortgage loan comprised of six components with a total principal amount of $865.0 million (“IH 2017-2”). IH 2017-2 has a stated maturity in December 2019, 
with five one-year extension options, and is secured by first priority mortgages on a portfolio of 4,419 of our homes. Each of the six components of IH 2017-2 bears 
interest at a floating rate equal to LIBOR plus an applicable spread that ranges from 85 to 300 bps, with a weighted average spread to LIBOR of 144 bps. IH 2017-2 was 
subsequently transferred to a trust in exchange for pass-through certificates issued by the trust. In connection with IH 2017-2, we purchased and will retain 5% of 
each class of certificates for risk-retention purposes, totaling $43.3 million. 

We utilized proceeds from IH 2017-2 to repay IH1 2014-2 and IH1 2014-3, to fund certain reserves, and for general corporate purposes.  
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Components of Revenues and Expenses  

The following is a description of the components of our revenues and expenses:  

Revenues  

Rental Revenues  

Rental revenues, net of any concessions and uncollectible amounts, consist of rents collected under lease agreements related to our single-family homes for 
lease. These include leases that we enter into directly with our residents, which typically have a term of one to two years.  

Other Property Income  

Other property income is comprised of: (i) resident reimbursements for utilities, HOA fines, and other charge-backs; (ii) rent and non-refundable deposits 
associated with pets; and (iii) various other fees including application and lease termination fees.  

Expenses  

Property Operating and Maintenance  

Once a property is available for its initial lease, which we refer to as “rent-ready,” we incur ongoing property-related expenses, which consist primarily of 
property taxes, insurance, HOA fees (when applicable), market-level personnel expenses, utility expenses, repairs and maintenance, leasing costs and marketing. Prior 
to a property being “rent-ready,” certain of these expenses are capitalized as building and improvements. Once a property is “rent-ready,” expenditures for ordinary 
maintenance and repairs thereafter are expensed as incurred and we capitalize expenditures that improve or extend the life of a home.  

Property Management Expense  

Property management expense represents personnel and other costs associated with the oversight and management of our portfolio of homes. All of our homes 
are managed through our internal property manager.  

General and Administrative  

General and administrative expense represents personnel costs, professional fees, and other costs associated with our day to day activities. We have incurred 
additional legal, accounting and other expenses that we have not incurred as a private company, including costs associated with public company reporting 
requirements. General and administrative expense also includes IPO related and merger and transaction-related costs that are of a non-recurring nature. As a result, 
general and administrative expense in the historical periods discussed in “—Results of Operations” may not be comparable to general and administrative expense in 
periods from and after the IPO and the REIT Merger. 

Share-Based Compensation Expense  

Certain current and former employees, as well as certain of our founders, were granted Class B incentive units in certain of the IH Holding Entities or their parent 
entities. In connection with the IPO, all of the Class B units were converted into shares of common stock, canceled, or converted into similar units of newly formed 
subsidiaries of the Pre-IPO Owners. We have recognized incentive compensation expense related to the value of those units in our results of operations. In 
connection with and subsequent to the IPO, we modified certain of our incentive awards and issued new awards in order to align our employees’ interests with those 
of our investors. All incentive unit and share-based compensation expense is recognized on our statements of operations as a component of general and 
administrative expense and property management expense.  

Depreciation and Amortization  

We recognize depreciation and amortization expense associated primarily with our homes and other capital expenditures over their expected useful lives.  
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Impairment and Other  

Impairment and other represents provisions for impairment when the carrying amount of our single-family residential properties is not recoverable and casualty 
losses, net of any insurance recoveries.  

Interest Expense  

Interest expense includes interest expense as well as amortization of discounts and deferred financing costs from our financing arrangements, and unrealized 
gains (losses) on non-designated hedging instruments. Interest expense for periods prior to the IPO and our 2017 refinancing activity discussed in “—Recent 
Events” does not reflect the impact of the following: (i) certain financing transactions that we completed concurrently with the completion of the IPO; (ii) certain 
hedging instruments; (iii) the FNMA Loan that was entered into on April 28, 2017 as defined in “—Liquidity and Capital Resources”; or (iv) the repayment of certain 
indebtedness with a portion of the net proceeds from the IPO, the New Credit Facility, and the FNMA Loan. 

Other, net  

Other, net includes interest income, other miscellaneous income and expenses, and acquisition costs (in periods prior to January 1, 2017).  

Gain (Loss) on Sale of Property, net of tax  

Gain (loss) on sale of property, net of tax consists of net gains and losses resulting from sales of our homes.  
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Results of Operations 

Three Months Ended September 30, 2017 Compared to Three Months Ended September 30, 2016  

The following table sets forth a comparison of the results of operations for the three months ended September 30, 2017 and 2016:  

Rental Revenues  

As of September 30, 2017 and 2016, we owned 47,867 and 48,431 single-family homes for lease, respectively, generating rental revenue of $229.4 million and $221.0 
million, respectively, for the three months then ended. Rental revenues increased 3.8% due to an increase in average monthly rent per occupied home, despite a 
decrease in number of homes owned and a relatively flat occupancy. During the three months ended September 30, 2017 and 2016, we acquired 270 and 209 homes, 
respectively, and sold 128 and 131 homes, respectively. 

Average occupancy for the total portfolio was 94.4% and 94.3% for the three months ended September 30, 2017 and 2016, respectively. Average rent per 
occupied home in actual dollars for the three months ended September 30, 2017 was $1,705, compared to $1,623 for the three months ended September 30, 2016, a 5.1% 
increase.  

For our Same Store portfolio, our average occupancy was 95.4% and 95.5% for the three months ended September 30, 2017 and 2016, respectively, and our 
average rent per occupied home in actual dollars for the three months ended September 30, 2017 was $1,706, compared to $1,637 for the three months ended 
September 30, 2016, a 4.2% increase.  

To monitor prospective changes in average rent per occupied home, we compare the monthly rent from an expiring lease to the monthly rent from the next lease 
for the same home, in each case, net of any amortized concessions. Leases are either renewal leases, where our current resident stays for a subsequent lease term, or a 
new lease, where our previous resident moves out and a new resident signs a lease to occupy the same home. The following information regarding our renewal leases 
and new leases is with respect to our total portfolio. For the three months ended September 30, 2017 and 2016, the blended  
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Three Months Ended 

September 30,         

($ in thousands)   2017   2016   $ Change   % Change 

Revenues:                 

Rental revenues   $ 229,375    $ 221,049    $ 8,326    3.8  % 

Other property income   14,161    11,989    2,172    18.1  % 

Total revenues   243,536    233,038    10,498    4.5  % 

                 

Operating expenses:                 

Property operating and maintenance   93,267    94,246    (979 )   (1.0 )% 

Property management expense   10,852    7,715    3,137    40.7  % 

General and administrative   27,462    18,811    8,651    46.0  % 

Depreciation and amortization   67,466    66,480    986    1.5  % 

Impairment and other   14,572    1,279    13,293    N/M  
Total operating expenses   213,619    188,531    25,088    13.3  % 

Operating income   29,917    44,507    (14,590 )   (32.8 )% 

                 

Other income (expenses):                 

Interest expense   (56,796 )   (68,365 )   (11,569 )   (16.9 )% 

Other, net   613    (1,057 )   (1,670 )   (158.0 )% 

Total other income (expenses)   (56,183 )   (69,422 )   (13,239 )   (19.1 )% 

                 

Loss from continuing operations   $ (26,266 )   $ (24,915 )   $ 1,351    5.4  % 



 

 
average between renewal lease and new lease net effective rental rate growth for the total portfolio averaged 4.4% and 6.2%, respectively. This total portfolio blended 
rate is comprised of an average renewal lease net effective rental rate growth of 5.0% and 5.8% and an average new lease net effective rental rate growth of 3.6% and 
6.5% for the three months ended September 30, 2017 and 2016, respectively.  

For the three months ended September 30, 2017 and 2016, the turnover rate for our Same Store portfolio was 38.1% and 39.6%, respectively. For our total 
portfolio, an average home remained unoccupied for 42 and 38 days between residents for the three months ended September 30, 2017 and 2016, respectively. 

Other Property Income  

For the three months ended September 30, 2017 and 2016, other property income was $14.2 million and $12.0 million, respectively, an 18.1% increase. The primary 
drivers of the increase were pet rent and late fee income attributable to the implementation of our national lease for all leases written beginning in February 2016 and 
the automation and consistent application of these fees beginning in March 2017. 

Operating Expenses  

Operating expenses were $213.6 million and $188.5 million for the three months ended September 30, 2017 and 2016, respectively, a 13.3% increase. Of the 
$25.1 million increase in expenses, $7.3 million relates to share-based compensation expense and $4.9 million relates to merger and transaction-related expenses as 
more fully described below. Set forth below is a discussion of changes in the individual components of operating expenses.  

Property operating and maintenance expense decreased to $93.3 million for the three months ended September 30, 2017 from $94.2 million for the three months 
ended September 30, 2016 primarily due to a decrease in personnel and other services of $2.1 million due to operating efficiencies that resulted in lower personnel 
costs, which represents a 16.3% decrease in those costs. This decrease was partially offset by a $1.0 million increase in property taxes attributable to increased 
California property taxes resulting from our IPO, which represents a 2.4% increase in those costs. 

Property management expense and general and administrative expense increased to $38.3 million for the three months ended September 30, 2017 from $26.5 million 
for the three months ended September 30, 2016. The year over year increase is due to increases in share-based compensation expense of $7.3 million and incurrence of 
merger and transaction-related expenses of $4.9 million that did not occur in the three months ended September 30, 2016. 

Depreciation and amortization expense increased slightly due to a higher average cost basis per home at September 30, 2017 compared to September 30, 2016. 

Impairment and other expenses increased to $14.6 million for the three months ended September 30, 2017 from $1.3 million for the three months ended 
September 30, 2016 due to $16.0 million of accrued costs for losses/damages related to Hurricane Irma. 

Interest Expense 

Interest expense was $56.8 million and $68.4 million for the three months ended September 30, 2017 and 2016, respectively, a 16.9% decrease. The decrease in 
interest expense was due to a reduction in average debt balances outstanding. The decrease in interest expense was partially offset by an increase in our weighted 
average cost of debt by 90 bps for the three months ended September 30, 2017 compared to 2016 due to an increase in LIBOR, a fixed rate on our IH 2017-1 mortgage 
loan which was at a higher rate than prior year variable rate debt, and the impact of interest rate swaps. As of September 30, 2017, we had $5,644.3 million of debt 
outstanding, net of deferred financing costs and discounts, compared to $7,681.0 million as of September 30, 2016, a 26.3% decrease. The decrease in debt 
outstanding was attributable to the $2,321.6 million payoff of our credit facilities, as well as $2,086.6 million of prepayments on our mortgage loans from cash from IPO 
proceeds, operations, and proceeds from home sales, net of borrowings of $1,500.0 million from the Term Loan Facility, and $996.4 million from the IH 2017-1 mortgage 
loan.  
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Gain on Sale of Property, Net of Tax  

Gain on sale of property, net of tax was $3.8 million and $3.0 million for the three months ended September 30, 2017 and 2016, respectively. The primary driver for 
the difference in the gain on sale between periods was the volume and composition of homes sold during the respective periods. 

Results of Operations 

Nine Months Ended September 30, 2017 Compared to Nine Months Ended September 30, 2016  

The following table sets forth a comparison of the results of operations for the nine months ended September 30, 2017 and 2016:  

Rental Revenues  

As of September 30, 2017 and 2016, we owned 47,867 and 48,431 single-family homes for lease, respectively, generating rental revenue of $684.0 million and 
$654.7 million, respectively, for the nine months then ended. Rental revenues increased 4.5% due to an increase in both average occupancy and average monthly rent 
per occupied home, despite a slight decrease in number of homes owned. During the nine months ended September 30, 2017 and 2016, we acquired 620 and 1,135 
homes, respectively, and sold 1,051 and 842 homes, respectively. 

Average occupancy for the total portfolio was 94.8% and 94.6% for the nine months ended September 30, 2017 and 2016, respectively. The increase in average 
occupancy correlates with the decrease in the number of homes acquired during 2017 compared to 2016 as newly acquired homes are unoccupied for a longer period 
of time during initial renovations than during a re-resident period. Average rent per occupied home in actual dollars for the nine months ended September 30, 2017 
was $1,683, compared to $1,600 for the nine months ended September 30, 2016, a 5.2% increase.  
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Nine Months Ended 

September 30,         

($ in thousands)   2017   2016   $ Change   % Change 

Revenues:                 

Rental revenues   $ 683,975    $ 654,726    $ 29,249    4.5  % 

Other property income   40,527    33,310    7,217    21.7  % 

Total revenues   724,502    688,036    36,466    5.3  % 

                 

Operating expenses:                 

Property operating and maintenance   274,275    270,494    3,781    1.4  % 

Property management expense   31,436    22,638    8,798    38.9  % 

General and administrative   104,154    49,579    54,575    110.1  % 

Depreciation and amortization   202,558    198,261    4,297    2.2  % 

Impairment and other   16,482    1,642    14,840    N/M  
Total operating expenses   628,905    542,614    86,291    15.9  % 

Operating income   95,597    145,422    (49,825 )   (34.3 )% 

                 

Other income (expenses):                 

Interest expense   (182,726 )   (209,165 )   (26,439 )   (12.6 )% 

Other, net   (482 )   (1,025 )   (543 )   (53.0 )% 

Total other income (expenses)   (183,208 )   (210,190 )   (26,982 )   (12.8 )% 

                 

Loss from continuing operations   $ (87,611 )   $ (64,768 )   $ 22,843    35.3  % 



 

 
For our Same Store portfolio, our average occupancy was 95.8% and 96.1% for the nine months ended September 30, 2017 and 2016, respectively, and our 

average rent per occupied home in actual dollars for the nine months ended September 30, 2017, was $1,686, compared to $1,617 for the nine months ended 
September 30, 2016, a 4.3% increase.  

To monitor prospective changes in average rent per occupied home, we compare the monthly rent from an expiring lease to the monthly rent from the next lease 
for the same home, in each case, net of any amortized concessions. Leases are either renewal leases, where our current resident stays for a subsequent lease term, or a 
new lease, where our previous resident moves out and a new resident signs a lease to occupy the same home. The following information regarding our renewal leases 
and new leases is with respect to our total portfolio. For the nine months ended September 30, 2017 and 2016, the blended average between renewal lease and new 
lease net effective rental rate growth for the total portfolio averaged 4.7% and 5.8%, respectively. This total portfolio blended rate is comprised of an average renewal 
lease net effective rental rate growth of 5.1% and 5.5% and an average new lease net effective rental rate growth of 4.1% and 6.2% for the nine months ended 
September 30, 2017 and 2016, respectively.  

For the nine months ended September 30, 2017 and 2016, the turnover rate for our Same Store portfolio was 36.2% and 37.2%, respectively. For our total portfolio, 
an average home remained unoccupied for 46 and 40 days between residents for the nine months ended September 30, 2017 and 2016, respectively. 

Other Property Income  

For the nine months ended September 30, 2017 and 2016, other property income was $40.5 million and $33.3 million, respectively, a 21.7% increase. The primary 
drivers of the increase were pet rent and late fee income attributable to the implementation of our national lease for all leases written beginning in February 2016 and 
the automation and consistent application of these fees beginning in March 2017. 

Operating Expenses  

Operating expenses were $628.9 million and $542.6 million for the nine months ended September 30, 2017 and 2016, respectively, a 15.9% increase. Of the 
$86.3 million increase in expenses, $51.4 million relates to share-based compensation expense, $8.3 million relates to IPO related costs, and $4.9 million relates to 
merger and transaction-related expenses as more fully described below. Set forth below is a discussion of changes in the individual components of operating 
expenses.  

Property operating and maintenance expense increased to $274.3 million for the nine months ended September 30, 2017 from $270.5 million for the 
nine months ended September 30, 2016 primarily due to an increase in property taxes of $8.2 million which represents a 7.2% increase in those costs, with $3.6 million 
of the increase being attributable to increased California property taxes resulting from our IPO. This increase was partially offset by a $6.5 million decrease in 
personnel expenses due to operating efficiencies that resulted in lower personnel costs, which represents a 17.0% decrease in those costs. 

Property management expense and general and administrative expense increased to $135.6 million for the nine months ended September 30, 2017 from $72.2 
million for the nine months ended September 30, 2016. An increase in share-based compensation expense of $51.4 million for the nine months ended September 30, 
2017, was driven by $12.0 million of vesting of Class B Units and $45.9 million of awards issued in connection with the IPO. Additionally, $8.3 million of IPO readiness 
costs and other IPO costs as well as $4.9 million of merger and transaction-related expenses were incurred during the nine months ended September 30, 2017.  

Impairment and other expenses increased to $16.5 million for the nine months ended September 30, 2017 from $1.6 million for the nine months ended September 30, 
2016 due to $16.0 million of accrued losses/damages related to Hurricane Irma. 

Depreciation and amortization expense increased due to a higher average cost basis per home at September 30, 2017 compared to September 30, 2016 driven by 
improvements capitalized over the past 12 months. 

Interest Expense 

Interest expense was $182.7 million and $209.2 million for the nine months ended September 30, 2017 and 2016, respectively, a 12.6% decrease. The decrease in 
interest expense was due to a reduction in average debt balances outstanding, which was offset by an increase in our weighted average cost of debt by 80 bps for the 
nine months ended September 30,  
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2017 compared to 2016 due to an increase in LIBOR, a fixed rate on our IH 2017-1 mortgage loan which was at a higher rate than prior year variable rate debt, and the 
impact of interest rate swaps. Additionally, there was an increase in the fair value mark to market adjustment of $3.7 million related to the interest rate swaps during 
2017. As of September 30, 2017, we had $5,644.3 million of debt outstanding, net of deferred financing costs and discounts, compared to $7,681.0 million as of 
September 30, 2016, a 26.3% decrease. The decrease in debt outstanding was attributable to the $2,321.6 million payoff of our credit facilities, as well as $2,086.6 million 
of prepayments on our mortgage loans from cash from IPO proceeds, operations, and proceeds from home sales, net of borrowings of $1,500.0 million from the Term 
Loan Facility, and $996.4 million from the IH 2017-1 mortgage loan. 

Gain on Sale of Property, Net of Tax  

Gain on sale of property, net of tax was $28.2 million and $13.2 million for the nine months ended September 30, 2017 and 2016, respectively. Of the 1,051 homes 
sold during the nine months ended September 30, 2017, 454 were sold in two bulk transactions for a gain of $9.5 million. The additional 597 homes sold in the 
nine months ended September 30, 2017, sold for a net gain of $18.7 million. Of the 842 homes sold during the nine months ended September 30, 2016, 590 homes were 
sold in one bulk sale transaction for a gain of $9.4 million. The additional 252 homes sold in the nine months ended September 30, 2016 sold at a net gain of 
$3.8 million. The primary driver for the difference in the gain on sale between periods was the composition of homes sold during the respective periods. 

Liquidity and Capital Resources  

Our liquidity and capital resources as of September 30, 2017 and December 31, 2016 included unrestricted cash and cash equivalents of $134.4 million and $198.1 
million, respectively, a 32.1% decrease due primarily to repayments of certain of our indebtedness which is discussed in further detail in “—Cash Flows.” As of 
September 30, 2017 and through the date of this filing, the total balance of our $1,000.0 million Revolving Facility is available for any liquidity requirements.  

Liquidity is a measure of our ability to meet potential cash requirements, maintain our assets, fund our operations, make distributions and dividend payments to 
our equity investors and meet other general requirements of our business. Our liquidity, to a certain extent, is subject to general economic, financial, competitive and 
other factors beyond our control. Our near-term liquidity requirements consist primarily of: (i) renovating newly-acquired homes; (ii) funding HOA fees (as 
applicable), real estate taxes, insurance premiums and the ongoing maintenance for our homes; (iii) interest expense; and (iv) payment of dividends to our equity 
investors. Our long-term liquidity requirements consist primarily of funds necessary to pay for the acquisition of and non-recurring capital expenditures for our homes 
and principal payments on our indebtedness.  

We will seek to satisfy our long-term liquidity needs through cash provided by operations, long-term secured and unsecured borrowings, the issuance of debt 
and equity securities, and property dispositions. We have financed our operations and acquisitions to date through cash provided by operations, capital 
contributions from the Pre-IPO Owners, and financing arrangements. We believe our rental income net of operating expenses will generally provide cash flow 
sufficient to fund our operations and distributions and dividend payments on a near-term basis. Our real estate assets are illiquid in nature. A timely liquidation of 
assets may not be a viable source of short-term liquidity should a cash flow shortfall arise, and we may need to source liquidity from other financing alternatives, 
such as the Revolving Facility. 

As a REIT, INVH is required to distribute to its shareholders at least 90% of its taxable income, excluding net capital gain, on an annual basis. Therefore, as a 
general matter, it is unlikely that we will be able to retain substantial cash balances that could be used to meet our liquidity needs from our annual taxable income. 
Instead, we will need to meet these needs from external sources of capital and amounts, if any, by which our cash flow generated from operations exceeds taxable 
income.  

We have historically utilized credit facilities, mortgage loans and warehouse loans from our Sponsor to fund acquisitions and renovation improvements. As of 
September 30, 2017, we have repaid all outstanding borrowings under the credit facilities, the IH1 2013-1 mortgage loan, the IH1 2014-1 mortgage loan, and the 
warehouse loans. As further described and defined below, we entered into a New Credit Facility on February 6, 2017 which includes a $1,000.0 million revolving line of 
credit component that is currently undrawn and a fully drawn $1,500.0 million term loan component. On April 28, 2017, we entered into a $1,000.0 million FNMA Loan 
(as defined in “—Securitization Transactions”) and used net proceeds to repay  
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all obligations outstanding under the existing IH1 2014-1 mortgage loan and to make voluntary prepayments totaling $510.0 million on the IH1 2014-3 mortgage loan.  

Mortgage Loans  

As of September 30, 2017, we have completed eight securitization transactions (the “Securitizations” or the “mortgage loans”) collateralized by homes owned by 
the respective Invitation Homes Borrower Entities. The proceeds from the mortgage loans were used to fund (i) repayments of then-outstanding indebtedness, 
including credit facilities and prior securitization transactions, (ii) initial deposits in the reserve accounts, (iii) closing costs in connection with the mortgage loans, 
(iv) general costs associated with our operations, and (v) distributions and dividends to the Pre-IPO Owners.  
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The following table sets forth a summary of the mortgage loan indebtedness as of September 30, 2017 and December 31, 2016: 

Securitization Transactions  

IH1 2013-1: In November 2013, we completed our first securitization transaction (“IH1 2013-1”), in which 2013-1 IH Borrower L.P. (“S1 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender made a six component term 
loan to S1 Borrower in the amount of $479.1 million. All six components of the loan were sold at par. On February 6, 2017, the outstanding balance of IH1 2013-1 was 
repaid in full.  

IH1 2014-1: In May 2014, we completed our second securitization transaction (“IH1 2014-1”), in which 2014-1 IH Borrower L.P. (“S2 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third party lender made a six component term 
loan to S2 Borrower in the amount of  
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                    Outstanding Principal Balance(4) 

($ in thousands)   Maturity Date   
Maturity Date if Fully 

Extended(2)   Rate(3)   Range of Spreads   
September 30, 

2017(5)   
December 31, 

2016 

IH1 2013-1   N/A   N/A   N/A   115-365 bps   $ —    $ 462,431  
IH1 2014-1   N/A   N/A   N/A   100-375 bps   —    978,231  

IH1 2014-2(1)(6)   September 9, 2018   September 9, 2019   3.13%   110-400 bps   703,241    710,664  

IH1 2014-3(1)(7)   December 9, 2017   December 9, 2019   3.56%   120-500 bps   147,323    766,753  

IH2 2015-1, net(1)(8)   March 9, 2018   March 9, 2020   3.60%   145-430 bps   529,443    531,318  

IH2 2015-2(1)   June 9, 2018   June 9, 2020   3.18%   135-370 bps   628,574    630,283  

IH2 2015-3(1)   August 9, 2018   August 7, 2020   3.41%   130-475 bps   1,169,048    1,184,314  

IH 2017-1, net(9)   June 9, 2027   N/A   4.17%   N/A   996,365    —  
Total Securitizations   4,173,994   5,263,994  

Less deferred financing costs, net    (16,970 )   (9,256 ) 

Total    $ 4,157,024    $ 5,254,738  

(1) The initial maturity term of each of these mortgage loans is two years, individually subject to three, one-year extension options at the borrower’s discretion 
(provided that there is no continuing event of default under the loan agreement and the borrower obtains a replacement interest rate cap agreement in a form 
reasonably acceptable to the lender). Our IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3 mortgage loans have exercised the first extension options, and IH1 
2014-2 has exercised the second option. The maturity dates above are reflective of all extensions that have been exercised.  

(2) Represents the maturity date if we exercise each of the remaining one-year extension options available, which are subject to certain conditions being met.
(3) For each of our first seven mortgage loans, interest rates are based on a weighted average spread to LIBOR; as of September 30, 2017 LIBOR was 1.23%. Our IH 

2017-1 mortgage loan bears interest at a fixed rate of 4.17% per annum equal to the market determined pass-through rate payable on the certificates, plus 
applicable servicing fees.  

(4) Outstanding Principal Balance is net of discounts and does not include capitalized deferred financing costs, net. 
(5) From October 1, 2017 to November 2, 2017, we made prepayments of $2.6 million on our mortgage loans related to the disposition of properties.
(6) On October 10, 2017, we submitted a notification to request an extension of the maturity of the IH1 2014-3 mortgage loan from December 9, 2017 to December 9, 

2018 upon approval. On November 9, 2017, the outstanding balance of IH1 2014-2 was repaid in full. 
(7) On November 9, 2017, the outstanding balance of IH1 2014-3 was repaid in full.
(8) Net of unamortized discount of $0.0 million and $0.1 million as of September 30, 2017 and December 31, 2016, respectively.
(9) Net of unamortized discount of $3.4 million as of September 30, 2017.



 

 
$993.7 million. All six components of the loan were sold at par. On February 6, 2017 and March 9, 2017, we made voluntary prepayments of $291.5 million and 
$260.0 million, respectively. On April 28, 2017, the outstanding balance of IH1 2014-1 was repaid in full. 

IH1 2014-2: In August 2014, we completed our third securitization transaction (“IH1 2014-2”), in which 2014-2 IH Borrower L.P. (“S3 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender made a term loan comprised of 
(1) six floating rate components and (2) one fixed rate component to S3 Borrower in the amount of $719.9 million. Of the seven loan components, the Class A, B, C, D 
and G certificates were sold at par; however, the Class E and F certificates were sold at a total discount of $4.0 million. We are obligated to make monthly payments of 
interest with the first payment being due upon the closing of the loan, and subsequent payments beginning October 9, 2014 and continuing monthly thereafter. On 
November 9, 2017, the outstanding balance of IH1 2014-2 was repaid in full. 

IH1 2014-3: In November 2014, we completed our fourth securitization transaction (“IH1 2014-3”), in which 2014-3 IH Borrower L.P. (“S4 Borrower”), a newly-
formed special purpose entity and wholly owned subsidiary of IH1, executed a loan agreement with a third-party lender. The third-party lender issued a term loan 
comprised of (1) six floating rate components and (2) one fixed rate component to S4 Borrower in the amount of $769.3 million. Of the seven components, the Class B 
and G certificates were sold at par; however, the Class A, C, D, E and F certificates were sold at a total discount of $7.2 million. We are obligated to make monthly 
payments of interest with the first payment being due upon the closing of the loan, and subsequent payments beginning December 9, 2014 and continuing monthly 
thereafter. On May 9, 2017 and June 9, 2017, we made voluntary prepayments of $510.0 million and $100.0 million, respectively, from the proceeds of IH 2017-1 
securitization transaction and cash flows from operations. On November 9, 2017, the outstanding balance of IH1 2014-3 was repaid in full. 

IH2 2015-1: In January 2015, we completed our fifth securitization transaction (“IH2 2015-1”), in which 2015-1 IH2 Borrower L.P. (“S5 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S5 Borrower in the amount of $540.9 million. Six of the seven components, the Class A, B, C, D, E, and G certificates were sold at par; however, the Class F 
certificates were sold at a total discount of $0.6 million. The unamortized balance of this discount is included in mortgage loans, net on our condensed consolidated 
balance sheets as of September 30, 2017 and December 31, 2016. We are obligated to make monthly payments of interest with the first payment being due upon the 
closing of the loan, and subsequent payments beginning March 9, 2015 and continuing monthly thereafter.  

IH2 2015-2: In April 2015, we completed our sixth securitization transaction (“IH2 2015-2”), in which 2015-2 IH2 Borrower L.P. (“S6 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S6 Borrower in the amount of $636.7 million. All of the components of the loan were sold at par. We are obligated to make monthly payments of interest with 
the first payment being due upon the closing of the loan, and subsequent payments beginning June 9, 2015 and continuing monthly thereafter.  

IH2 2015-3: In June 2015, we completed our seventh securitization transaction (“IH2 2015-3”), in which 2015-3 IH2 Borrower L.P. (“S7 Borrower”), a newly-formed 
special purpose entity and wholly owned subsidiary of IH2, executed a loan agreement with a third-party lender. The third-party lender made a seven component term 
loan to S7 Borrower in the amount of $1,194.0 million. All of the components of the loan were sold at par. We are obligated to make monthly payments of interest with 
the first payment being due upon the closing of the loan, and subsequent payments beginning August 7, 2015 and continuing monthly thereafter.  

IH 2017-1: In April 2017, we completed our eighth securitization transaction (“IH 2017-1”), in which 2017-1 IH Borrower L.P. (“S9 Borrower”), a special purpose 
entity previously formed in connection with IH1 2014-1 and wholly owned subsidiary of IH1, entered into a loan agreement with Wells Fargo Bank, National 
Association (the “FNMA Loan”), providing for a ten-year, fixed rate mortgage loan comprised of two components with a total principal amount of $1,000.0 million, 
secured by first priority mortgages on a portfolio of 7,204 of our homes. The Class A certificates, which benefit from Fannie Mae’s guaranty of timely payment of 
principal and interest, were sold at par. The Class B certificates represent a beneficial interest in the most subordinate component of the FNMA Loan and were sold at 
a total discount of $3.6 million. The unamortized balance of this discount is included in mortgage loans, net on our condensed consolidated  
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balance sheets as of September 30, 2017. We are obligated to make monthly payments of interest with the first payment being due upon the closing of the loan, and 
subsequent payments beginning June 9, 2017 and continuing monthly thereafter.  

Concurrent with the execution of each loan agreement, the respective third-party lender sold each loan it originated with us to individual depositor entities (the 
“Depositor Entities”) who subsequently transferred each loan to Securitization-specific trust entities (the “Trusts”). The Depositor Entities associated with the IH1 
2014-2, IH1 2014-3 and IH 2017-1 securitizations are wholly owned subsidiaries of IH1, the Depositor Entities associated with the IH2 2015-1, IH2 2015-2, and IH2 2015-
3 securitizations are wholly owned subsidiaries of IH2, and the Depositor Entities associated with the IH1 2013-1 and IH1 2014-1 securitizations were wholly owned by 
unaffiliated third parties.  

As consideration for the transfer of each loan to the Trusts, the Trusts issued certificate classes which mirror the components of the individual loan agreements 
(collectively, the “Certificates”) to the Depositor Entities, except that Class R certificates do not have related loan components as they represent residual interests in 
the Trusts. The Certificates represent the entire beneficial interest in the Trusts. Following receipt of the Certificates, the Depositor Entities sold the Certificates to 
investors using the proceeds as consideration for the loans sold to the Depositor Entities by the lenders. These transactions had no effect on our condensed 
consolidated financial statements other than with respect to the Class B certificates purchased by INVH LP, and the Class G certificates purchased by IH1 and IH2.  

For IH1 2014-2, IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3, the Trusts made the Class A through Class F certificates available for sale to both domestic 
and foreign investors. With the introduction of foreign investment, IH1 and IH2, as sponsors of the respective loans, are required to retain a portion of the risk that 
represents a material net economic interest in each loan. The Class G certificates for IH1 2014-2, IH1 2014-3, IH2 2015-1, IH2 2015-2, and IH2 2015-3 are equal to 5% of 
the original principal amount of the loans in accordance with the agreements. Per the terms of the Securitization agreements, the Class G certificates are restricted 
certificates and were made available exclusively to IH1 and IH2, as applicable. The Class G certificates are principal only and bear a stated annual interest rate of 
0.0005%. The Class G certificates are classified as held to maturity investments and are recorded in other assets, net on the condensed consolidated balance sheets. 

For IH 2017-1, the Trust made the Class A certificates available for sale to both domestic and foreign investors. In accordance with risk retention requirements of 
Regulation RR (the “Risk Retention Rules”) under the Securities Exchange Act of 1934 as amended (the “Exchange Act”), INVH LP, as the loan sponsor, is required to 
retain a portion of the credit risk that represents not less than 5% of the aggregate fair value of the loan as of the closing date. Per the terms of the agreement, the 
Class B certificates are restricted certificates that were made available exclusively to INVH LP. The Class B certificates pay interest and bear a stated annual interest 
rate of 4.17% plus applicable servicing fees. The Class B certificates are classified as held to maturity investments and are recorded in other assets, net on the 
condensed consolidated balance sheets. 

The Trusts are structured as pass through entities that receive principal and interest from the Securitizations and distribute those payments to the holders of the 
Certificates. The assets held by the Trusts are restricted and can only be used to fulfill the obligations of those entities. The obligations of the Trusts do not have 
any recourse to the general credit of any entities in these condensed consolidated financial statements. We have evaluated our interests in the Class B and G 
certificates of the Trusts and determined that they do not create a more than insignificant variable interest in the Trusts. Additionally, the Class B and G certificates 
do not provide us with any ability to direct the activities that could impact the Trusts’ economic performance. Therefore, we do not consolidate the Trusts.  

General Terms  

The general terms that apply to all of the mortgage loans require us to maintain compliance with certain affirmative and negative covenants. Affirmative 
covenants with which we must comply include our, and certain of our affiliates’, compliance with (i) licensing, permitting and legal requirements specified in the loan 
agreement, (ii) organizational requirements of the jurisdictions in which we, and certain of our affiliates, are organized, (iii) federal and state tax laws, and (iv) books 
and records requirements specified in the respective loan agreements. Negative covenants with which we must comply include our, and certain of our affiliates’, 
compliance with limitations surrounding (i) the amount of our indebtedness and the nature of our investments, (ii) the execution of transactions with affiliates, (iii) the 
Manager, and (iv) the nature of our business activities. At September 30, 2017, and through the date our financial statements were issued, we believe we were in 
compliance with all affirmative and negative covenants.  
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Prepayments  

For the mortgage loans, prepayments of amounts owed are generally not permitted by us under the terms of the respective loan agreements unless such 
prepayments are made pursuant to the voluntary election and mandatory provisions specified in such agreements. The specified mandatory provisions become 
effective to the extent that a property becomes characterized as a disqualified property, a property is sold, and/or upon the occurrence of a condemnation or casualty 
event associated with a property. To the extent either a voluntary election is made, or a mandatory prepayment condition exists, in addition to paying all interest and 
principal, we must also pay certain breakage costs as determined by the loan servicer and a spread maintenance premium if prepayment occurs before the month 
following the one year anniversary of the closing dates of each of the mortgage loans except for IH 2017-1. For IH 2017-1, prepayments on or before December 2026 
will require a yield maintenance premium. For the nine months ended September 30, 2017 and 2016, voluntary and mandatory prepayments totaling $2,086.6 million and 
$33.5 million, respectively, were made under the terms of the loan agreements.  

New Credit Facility  

On February 6, 2017, we entered into a loan agreement with a syndicate of banks, financial institutions and institutional lenders for a new credit facility (the “New 
Credit Facility”). The New Credit Facility provides $2,500.0 million of borrowing capacity and consists of a $1,000.0 million revolving facility (the “Revolving Facility”), 
which will mature on February 6, 2021, with a one-year extension option, and $1,500.0 million term loan facility (the “Term Loan Facility”), which will mature on 
February 6, 2022. The Revolving Facility also includes borrowing capacity available for letters of credit and for short-term borrowings referred to as swing line 
borrowings, in each case subject to certain sublimits. The New Credit Facility provides us with the option to enter into additional incremental credit facilities 
(including an uncommitted incremental facility that provides us with the option to increase the size of the Revolving Facility and/or the Term Loan Facility by an 
aggregate amount of up to $1,500.0 million), subject to certain limitations. Proceeds from the Term Loan Facility were used to repay existing indebtedness and for 
general corporate purposes. 

The following table sets forth a summary of the new credit facility indebtedness as of September 30, 2017: 

Interest Rate and Fees  

Borrowings under the New Credit Facility bear interest, at our option, at a rate equal to a margin over either (a) a LIBOR rate determined by reference to the 
Bloomberg LIBOR rate (or comparable or successor rate) for the interest period relevant to such borrowing or (b) a base rate determined by reference to the highest of 
(1) the administrative agent’s prime lending rate, (2) the federal funds effective rate plus 0.50%, and (3) the LIBOR rate that would be payable on such day for a LIBOR 
rate loan with a one-month interest period plus 1.00%. The margin is based on a total leverage based grid. The margin for the Revolving Facility ranges from 0.75% to 
1.30%, in the case of base rate loans, and 1.75% to 2.30%, in the case of LIBOR rate loans. The margin for the Term Loan Facility ranges from 0.70% to 1.30%, in the 
case of base rate loans, and 1.70% to  
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            Outstanding Principle Balance 

($ in thousands)   Origination Date   Maturity Date   Interest Rate(1)   
September 30, 

2017 

Term loan facility   February 6, 2017   February 6, 2022   3.03%   $ 1,500,000  
Revolving facility   February 6, 2017   February 6, 2021   N/A   —  

Total   1,500,000  
Less deferred financing costs, net   (12,749 ) 

Total   $ 1,487,251  

(1) Interest rate for the Term Loan Facility is based on LIBOR plus an applicable margin of 1.80%; as of September 30, 2017, LIBOR was 1.23%.



 

 
2.30%, in the case of LIBOR rate loans. In addition, the New Credit Facility provides that, upon receiving an investment grade rating on its non-credit enhanced, 
senior unsecured long term debt of BBB- or better from Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies, Inc., or Baa3 or better from 
Moody’s Investors Service, Inc. (an “Investment Grade Rating Event”), we may elect to convert to a credit rating based pricing grid.  

In addition to paying interest on outstanding principal under the New Credit Facility, we are required to pay a facility fee to the lenders under the Revolving 
Facility in respect of the unused commitments thereunder. The facility fee rate is based on the daily unused amount of the Revolving Facility and is either 0.350% or 
0.200% per annum based on the unused facility amount. Upon converting to a credit rating pricing based grid, the unused facility fee will no longer apply; and we will 
be required to pay a facility fee ranging from 0.125% to 0.300%. We are also required to pay customary letter of credit fees.  

Prepayments and Amortization  

No prepayment or amortization is required under the New Credit Facility. We are permitted to voluntarily repay amounts outstanding under the Term Loan 
Facility at any time without premium or penalty, subject to certain minimum amounts and the payment of customary “breakage” costs with respect to LIBOR loans. 
Once repaid, no further borrowings will be permitted under the Term Loan Facility.  

General Terms  

The New Credit Facility contains certain customary affirmative and negative covenants and events of default. Such covenants will, among other things, restrict, 
subject to certain exceptions, our ability and that of the Subsidiary Guarantors (as defined below) and their respective subsidiaries to (i) engage in certain mergers, 
consolidations or liquidations, (ii) sell, lease or transfer all or substantially all of their respective assets, (iii) engage in certain transactions with affiliates, (iv) make 
changes to the our fiscal year, (v) make changes in the nature of our business and our subsidiaries and (vi) incur additional indebtedness that is secured on a pari 
passu basis with the New Credit Facility.  

The New Credit Facility also requires us, on a consolidated basis with our subsidiaries, to maintain a (i) maximum total leverage ratio, (ii) maximum secured 
leverage ratio, (iii) maximum unencumbered leverage ratio, (iv) minimum fixed charge coverage ratio, (v) minimum unencumbered fixed charge coverage ratio and 
(vi) minimum tangible net worth. If an event of default occurs, the lenders under the New Credit Facility are entitled to take various actions, including the acceleration 
of amounts due under the New Credit Facility and all actions permitted to be taken by a secured creditor. At September 30, 2017, and through the date our financial 
statements were issued, we believe we were in compliance with all affirmative and negative covenants.  

Guarantees and Security  

The obligations under the New Credit Facility are guaranteed on a joint and several basis by each of our direct and indirect domestic wholly owned subsidiaries 
that own, directly or indirectly, unencumbered assets (the “Subsidiary Guarantors”), subject to certain exceptions. The guarantee provided by any Subsidiary 
Guarantor will be automatically released upon the occurrence of certain events, including if it no longer has a direct or indirect interest in an unencumbered asset or as 
a result of certain non-recourse refinancing transactions pursuant to which such Subsidiary Guarantor becomes contractually prohibited from providing its guaranty 
of the New Credit Facility. In addition, INVH may be required to provide a guarantee of the New Credit Facility under certain circumstances, including if INVH does 
not maintain its qualification as a REIT.  

The New Credit Facility is collateralized by first priority or equivalent security interests in all the capital stock of, or other equity interests in any Subsidiary 
Guarantor, held by us and each of the Subsidiary Guarantors. The security interests granted under the New Credit Facility will be automatically released upon the 
occurrence of certain events, including upon an Investment Grade Rating Event or if the total net leverage ratio is less than or equal to 8.00:1.00 for four consecutive 
fiscal quarters.  
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Credit Facilities  

All of the then-existing credit facilities were paid in full on February 6, 2017 in connection with the closing of our IPO. The following table sets forth a summary of 
the outstanding principal amounts of these credit facilities as of September 30, 2017 and December 31, 2016: 

Certain Hedging Arrangements 

Designated Hedges 

We have entered into various interest rate swap agreements, as outlined in the table below. Each of these swaps were accounted for as non-designated hedges 
until January 31, 2017, when the criteria for hedge accounting were met as a result of the Pre-IPO Transactions described in “—Overview.” At that time, we 
designated these swaps for hedge accounting purposes; and the effective portion thereof is recorded in other comprehensive income subsequent to that date.  

The table below summarizes our interest rate swap instruments as of September 30, 2017 ($ in thousands): 

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 on the condensed consolidated balance sheets and is subsequently reclassified into earnings in the period that the hedged forecasted transaction affects 
earnings. During the nine months ended September 30, 2017, such derivatives were used to hedge the variable cash flows associated with existing variable-rate 
interest payments. The ineffective portion of the change in fair value of the derivatives is recognized directly in earnings. Changes in fair value related to the 
ineffective portion of our Designated Hedges resulted in an unrealized gain of less than $0.3 million for the nine months ended September 30, 2017, which is included 
in interest expense in our condensed consolidated statements of operations.  

Non-Designated Hedges 

Concurrent with entering into certain of the mortgage loan agreements, we entered into and maintain interest rate cap agreements with terms and notional 
amounts equivalent to the terms and amounts of the loans made by the third-party lenders  
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            Outstanding Principal Balance(1) 

($ in thousands)   
Origination  

Date   Range of Spreads   
September 30, 

2017   
December 31, 

2016 

IH1 2015   April 3, 2015   325 bps   $ —    $ 85,492  
IH2 2015   September 29, 2015   275 bps   —    43,859  
IH3 2013   December 19, 2013   300-425 bps   —    932,583  
IH4 2014   May 5, 2014   300-425 bps   —    529,866  
IH5 2014   December 5, 2014   275-400 bps   —    564,348  
IH6 2016   April 13, 2016   250-375 bps   —    165,437  

Total   —    2,321,585  
Less deferred financing costs, net   —    (6,044 ) 

Total   $ —    $ 2,315,541  

(1) Outstanding Principal Balance does not include capitalized deferred financing costs, net. 

Agreement Date   
Forward 

Effective Date   Maturity Date   
Strike 
Rate   Index   Notional Amount 

December 21, 2016   February 28, 2017   January 31, 2022   1.97%   One-month LIBOR   $ 750,000  
December 21, 2016   February 28, 2017   January 31, 2022   1.97%   One-month LIBOR   750,000  
January 12, 2017   February 28, 2017   August 7, 2020   1.59%   One-month LIBOR   1,100,000  
January 13, 2017   February 28, 2017   June 9, 2020   1.63%   One-month LIBOR   595,000  
January 20, 2017   February 28, 2017   March 9, 2020   1.60%   One-month LIBOR   325,000  



 

 
and strike prices ranging from approximately 2.59% to 3.39% (collectively, the “Strike Prices”). To the extent that the maturity date of one or more of the loans is 
extended through an exercise of one or more of the extension options, replacement or extension interest rate cap agreements must be executed with terms similar to 
those associated with the initial interest rate cap agreements and strike prices equal to the greater of the Strike Prices and the interest rate at which the debt service 
coverage ratio (as defined) is not less than 1.2 to 1.0. The interest rate cap agreements, including all of our rights to payments owed by the counterparty and all other 
rights, have been pledged as additional collateral for the loans.  

Purchase of Outstanding Debt Securities or Loans  

As market conditions warrant, we and our equity investors, including our Sponsor, its affiliates, and members of our management, may from time to time seek to 
purchase our outstanding debt, including borrowings under our credit facilities and mortgage loans or debt securities that we may issue in the future, in privately 
negotiated or open market transactions, by tender offer or otherwise. Subject to any applicable limitations contained in the agreements governing our indebtedness, 
any purchases made by us may be funded by the use of cash on our balance sheet or the incurrence of new secured or unsecured debt, including borrowings under 
our credit facilities and mortgage loans. The amounts involved in any such purchase transactions, individually or in the aggregate, may be material. Any such 
purchases may be with respect to a substantial amount of a particular class or series of debt, with the attendant reduction in the trading liquidity of such class or 
series. In addition, any such purchases made at prices below the “adjusted issue price” (as defined for U.S. federal income tax purposes) may result in taxable 
cancellation of indebtedness income to us, which amounts may be material, and in related adverse tax consequences to us. 

Cash Flows 

Nine Months Ended September 30, 2017 Compared to Nine Months Ended September 30, 2016  

The following table summarizes our cash flows for the nine months ended September 30, 2017 and 2016:  

Operating Activities  

Net cash provided by operating activities was $267.3 million and $247.7 million for the nine months ended September 30, 2017 and 2016, respectively, an increase 
of 7.9%. The increase was primarily driven by an increase in net operating income from $417.5 million for the nine months ended September 30, 2016 to $450.2 million 
for the nine months ended September 30, 2017 due to revenue growth higher than operating expense growth. Our net loss increased from $(51.6) million for the 
nine months ended September 30, 2016 to $(59.4) million for the nine months ended September 30, 2017, which was offset by a $51.4 million increase in share-based 
compensation expense. Our cash flows provided by operating activities depend on numerous factors, including the occupancy level of our homes, the rental rates 
achieved on our leases, the collection of rent from our residents, and the amount of our operating and other expenses.  

Investing Activities  

Net cash used in investing activities primarily consists of the acquisition costs of homes, capital improvements, changes in restricted cash, and proceeds from 
property sales. Net cash used in investing activities was $11.4 million and $298.8 million for the nine months ended September 30, 2017 and 2016, respectively, leading 
to an increase in cash provided by investing activities of $287.4 million between the periods. The increase was partially due to the release of restricted cash in 
connection with the repayment of our credit facilities and the IH1 2013-1 and IH1 2014-1 mortgage loans during the  

 
 

62 

  Nine Months Ended September 30,         

($ in thousands) 2017   2016   $ Change   % Change 

Net cash provided by operating activities $ 267,267    $ 247,709    $ 19,558    7.9 % 

Net cash used in investing activities (11,429 )   (298,785 )   287,356    96.2 % 

Net cash (used in) provided by financing activities (319,516 )   50,398    (369,914 )   N/M  

Change in cash and cash equivalents $ (63,678 )   $ (678 )   $ (63,000 )   N/M  



 

 
nine months ended September 30, 2017 resulting in an increase of $120.1 million. Additionally, there was a decrease in the number homes acquired, from 1,135 homes 
during the nine months ended September 30, 2016 to 620 homes during the nine months ended September 30, 2017, which resulted in $130.5 million less in acquisition, 
renovation and capital expenditure spend. The increase in number of homes sold during 2017 of 1,051 compared to 842 homes during the nine months ended 
September 30, 2016 resulted in an increase in the amount of proceeds from sale of residential properties of $45.6 million. 

Financing Activities  

Net cash (used in) provided by financing activities was $(319.5) million and $50.4 million for the nine months ended September 30, 2017 and 2016, respectively, or 
a decrease of $369.9 million. For the nine months ended September 30, 2017 we received $1,692.1 million in proceeds, net of underwriting discounts, from our IPO, 
while during the nine months ended September 30, 2016 equity investors contributed $138.0 million of capital. Proceeds from our IPO, Term Loan Facility and the IH 
2017-1 mortgage loan of $4,188.5 million, along with proceeds from home sales and operating cash flows, were used to repay $2,321.6 million of then-outstanding 
credit facilities and $2,086.6 million of mortgage loans, including full repayment of the IH1 2013-1 and IH1 2014-1 mortgage loans, and $610.0 million on the IH1 2014-3 
mortgage loan, and to fund $42.1 million of deferred financing costs associated with the Term Loan Facility and IH 2017-1 mortgage loan.  

Off-Balance Sheet Arrangements  

We have no obligations, assets, or liabilities that would be considered off-balance sheet arrangements.  

Contractual Obligations  

We have updated our contractual obligations previously provided in our Annual Report on Form 10-K for the year ended December 31, 2016 for material changes 
to our financing arrangements that occurred during the nine months ended September 30, 2017:  

Critical Accounting Policies and Estimates  

Critical accounting policies are those accounting policies that management believes are important to the portrayal of our financial condition and results and 
require management’s most difficult, subjective or complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently 
uncertain. The critical policies and estimates are summarized in Management’s Discussion and Analysis of Financial Condition and Results of Operations in our 
Annual Report on Form 10-K for the year ended December 31, 2016 with respect to cost capitalization, provisions for impairment, and revenue recognition and 
resident receivables. Material changes during the nine months ended September 30, 2017 to our critical accounting policies are presented below: 
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($ in thousands) Total   2017(1)   2018-2019   2020-2021   Thereafter 

Mortgage loans(2) $ 4,612,759    $ 184,234    $ 3,123,257    $ 83,056    $ 1,222,212  
Term loan facility(2) 1,697,739    11,456    90,900    90,900    1,504,483  
Interest rate swaps(3) 216,651    15,486    123,888    74,814    2,463  

Totals $ 6,527,149    $ 211,176    $ 3,338,045    $ 248,770    $ 2,729,158  

(1) Includes estimated payments for the remaining three months of 2017.
(2) Includes estimated interest payments on the respective debt based on amounts outstanding as of September 30, 2017 at rates in effect as of such date. 
(3) Gross obligation calculated using strike prices established by each instrument.



 

 

Investments in Single-Family Residential Properties  

Upon acquisition, we evaluate our acquired single-family residential properties for purposes of determining whether a transaction should be accounted for as an 
asset acquisition or business combination. Upon adoption of ASU 2017-01, our purchases of homes are treated as acquisitions and are recorded at their purchase 
price which is allocated between land, building and improvements, and in-place lease intangibles (when a tenant is in place at the acquisition date) based upon their 
relative fair values at the date of acquisition. The purchase price for purposes of this allocation is inclusive of acquisition costs which typically include legal fees, 
bidding service and title fees, payments made to cure tax, utility, homeowners’ association (“HOA”), and other mechanic’s and miscellaneous liens, as well as other 
closing costs. The fair values of acquired in-place lease intangibles, if any, are based on the costs to execute similar leases, including commissions and other related 
costs. The origination value of in-place lease intangibles also includes an estimate of lost rent revenue at in-place rental rates during the estimated time required to 
lease the property. The in-place lease intangibles are amortized over the life of the leases and are recorded in other assets, net on our condensed consolidated balance 
sheets.  

Prior to our adoption of ASU 2017-01 effective January 1, 2017, acquisition costs for transactions accounted for as business combinations were expensed in the 
period in which they were incurred and were reflected in other expenses in the accompanying condensed consolidated statements of operations.  

Derivatives 

We enter into interest rate swap and interest rate cap agreements (collectively, “Hedging Derivatives”) for interest rate risk management purposes. We do not 
enter into Hedging Derivatives for trading or other speculative purposes, and all of our Hedging Derivatives are carried at fair value on our condensed consolidated 
balance sheets. Designated hedges are derivatives that meet the criteria for hedge accounting and that we have elected to designate as hedges. Non-designated 
hedges are derivatives that do not meet the criteria for hedge accounting or that we have not elected to designate as hedges.  

Pursuant to the terms of certain of our mortgage loans, we are required to maintain interest rate caps. We have elected not to designate these interest cap 
agreements for hedge accounting (collectively, the “Non-Designated Hedges”). We enter into interest rate swap agreements to hedge the risk arising from changes in 
our interest payments on variable-rate debt due to changes in the one-month London Interbank Offered Rate (“LIBOR”). In connection with the Pre-IPO 
Transactions, as of January 31, 2017, we have elected to account for our interest rate swap agreements as effective cash flow hedges (collectively, the “Designated 
Hedges”). We assess the effectiveness of these interest rate swap cash flow hedging relationships on an ongoing basis. The effect of these interest rate cap 
agreements and interest rate swap agreements is to reduce the variability of interest payments due to changes in LIBOR.  

The fair value of Hedging Derivatives that are in an asset position are included in other assets, net and those in a liability position are included in other liabilities 
on our condensed consolidated balance sheets. For Non-Designated Hedges, the related changes in fair value are reflected within interest expense in the condensed 
consolidated statements of operations. For Designated Hedges, the effective portion of the related changes in fair value is reported as a component of other 
comprehensive income (loss) on our condensed consolidated balance sheets and reclassified into earnings as interest expense in our condensed consolidated 
statements of operations when the hedged transactions affect earnings; the ineffective portion of the changes in fair value is reflected directly within interest expense 
in the condensed consolidated statements of operations. See “—Liquidity and Capital Resources” for further discussion of derivative financial instruments.  

Share-Based Compensation Expense  

Prior to the IPO, we recognized share-based compensation expense for incentive compensation units granted by the Invitation Homes Partnerships (the “Class B 
Units”). In connection with and subsequent to the IPO, we issued restricted stock units (“RSUs”) that settle in shares of common stock and restricted shares of 
common stock (“RSAs”) for which share-based compensation expense is recognized.  

We recognized share-based compensation expense for the Class B Units based on the estimated fair value of the Class B Units and vesting conditions of the 
related incentive unit agreements. Since the Class B Units granted by IH1 were granted to employees of the Manager, a wholly owned subsidiary of IH1, the related 
share-based compensation expense was based on the grant-date fair value of the units and recognized in expense over the service period. Because units in IH2, IH3, 
IH4, IH5, and IH6 were granted to non-employees of those respective partnerships, fair value was remeasured for non-vested units at  
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the end of each reporting period. The fair value of the Class B Units was determined based on a valuation model that took into account discounted cash flows and a 
market approach based on comparable companies and transactions.  

We recognize share-based compensation expense for the RSUs and RSAs based on their grant-date fair value, net of expected forfeitures, over the service period 
from the grant date to vest date for each tranche or when any applicable performance conditions are met in accordance with the related RSU and RSA agreements. 
The grant-date fair value of RSUs and RSAs is generally based on the closing price of our common stock on the grant date except for market based RSU grant-date 
fair values which are based on Monte-Carlo option pricing models.  

Additional compensation expense is recognized if modifications to existing incentive compensation unit, RSU, or RSA agreements result in an increase in the 
post-modification fair value of the units that exceeds their pre-modification fair value.  

Segment Reporting  

Operating segments are defined as components of an enterprise for which discrete financial information is available that is evaluated regularly by the chief 
operating decision maker (“CODM”) in deciding how to allocate resources and in assessing performance. Our CODM is the Chief Executive Officer.  

Under the provision of ASC 280, Segment Reporting, we have determined that we have one reportable segment related to acquiring, renovating, leasing, and 
operating single-family homes as rental properties, including single-family homes in planned unit developments. The CODM evaluates operating performance and 
allocates resources on a total portfolio basis. The CODM utilizes net operating income as the primary measure to evaluate performance of the total portfolio. The 
aggregation of individual homes constitutes the total portfolio. Decisions regarding acquisitions and dispositions of homes are made at the individual home level. 

Non-GAAP Measures  

EBITDA and Adjusted EBITDA  

EBITDA and Adjusted EBITDA are supplemental, non-GAAP measures often utilized to evaluate the performance of real estate companies. We define EBITDA 
as net income (loss) computed in accordance with accounting principles generally accepted in the United States (“GAAP”) before the following items: interest 
expense; income tax expense; and depreciation and amortization. Adjusted EBITDA is defined as EBITDA before the following items: share-based compensation 
expense; IPO related expenses, impairment and other; acquisition costs; gain (loss) on sale of property, net of tax; and interest income and other miscellaneous 
income and expenses. EBITDA and Adjusted EBITDA are used as supplemental financial performance measures by management and by external users of our 
financial statements, such as investors and commercial banks. Set forth below is additional detail on how management uses EBITDA and Adjusted EBITDA as 
measures of performance.  

Our management uses EBITDA and Adjusted EBITDA in a number of ways to assess our condensed consolidated financial and operating performance, and we 
believe these measures are helpful to management and external users in identifying trends in our performance. EBITDA and Adjusted EBITDA help management 
identify controllable expenses and make decisions designed to help us meet our current financial goals and optimize our financial performance, while neutralizing the 
impact of capital structure on results. Accordingly, we believe these metrics measure our financial performance based on operational factors that management can 
impact in the short-term, namely our cost structure and expenses.  

We believe that the presentation of EBITDA and Adjusted EBITDA provides information useful to investors in assessing our financial condition and results of 
operations. The GAAP measure most directly comparable to EBITDA and Adjusted EBITDA is net income or loss. EBITDA and Adjusted EBITDA are not used as 
measures of our liquidity and should not be considered alternatives to net income or loss or any other measure of financial performance presented in accordance with 
GAAP. Our EBITDA and Adjusted EBITDA may not be comparable to the EBITDA and Adjusted EBITDA of other companies due to the fact that not all companies 
use the same definitions of EBITDA and Adjusted EBITDA. Accordingly, there can be no assurance that our basis for computing these non-GAAP measures is 
comparable with that of other companies.  
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The following table presents a reconciliation of GAAP net income (loss) to EBITDA and Adjusted EBITDA on a historical basis for each of the periods indicated:  

Net Operating Income (“NOI”) 

NOI is a non-GAAP measure often used to evaluate the performance of real estate companies. We define NOI for an identified population of homes as rental 
revenues and other property income less property operating and maintenance expense (which consists primarily of property taxes, insurance, HOA fees (when 
applicable), market-level personnel expenses, repairs and maintenance, leasing costs and marketing). NOI excludes: interest expense; depreciation and amortization; 
general and administrative expense; property management expense; impairment and other; acquisition costs; (gain) loss on sale of property, net of tax; and interest 
income and other miscellaneous income and expenses.  

We consider NOI to be a meaningful supplemental financial measure of our performance when considered with the financial statements determined in accordance 
with GAAP. We believe NOI is helpful to investors in understanding the core performance of our real estate operations. The GAAP measure most directly comparable 
to NOI is net income or loss. NOI is not used as a measure of liquidity and should not be considered as an alternative to net income or loss or any other measure of 
financial performance presented in accordance with GAAP. Our NOI may not be comparable to the NOI of other companies due to the fact that not all companies use 
the same definition of NOI. Accordingly, there can be no assurance that our basis for computing this non-GAAP measure is comparable with that of other companies.  

We believe that Same Store NOI is also a meaningful supplemental measure of our operating performance for the same reasons as NOI and is further helpful to 
investors as it provides a more consistent measurement of our performance across reporting periods by reflecting NOI for homes in our Same Store portfolio.  
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    Three Months Ended September 30,   Nine Months Ended September 30, 

($ in thousands)   2017   2016   2017   2016 

Net loss available to common shareholders   $ (22,745 )   $ (21,949 )   $ (59,716 )   $ (51,590 ) 

Net loss available to participating securities   235    —    344    —  
Interest expense   56,796    68,365    182,726    209,165  
Depreciation and amortization   67,466    66,480    202,558    198,261  

EBITDA   101,752   112,896   325,912   355,836  
Share-based compensation expense(1)   12,004    4,711    64,464    13,023  
IPO related expenses   —    4,081    8,287    4,081  
Merger and transaction-related   4,944    —    4,944    —  
Impairment and other(2)   14,572    1,279    16,482    1,642  
Acquisition costs   —    —    —    42  
Gain on sale of property, net of tax   (3,756 )   (2,966 )   (28,239 )   (13,178 ) 

Other, net(3)   (613 )   1,057    482    983  

Adjusted EBITDA   $ 128,903   $ 121,058   $ 392,332   $ 362,429  

(1) For the three months ended September 30, 2017 and 2016, $9,309 and $4,665 was recorded in general and administrative expense, respectively, and $2,695 and $46 
was recorded in property management expense, respectively. For the nine months ended September 30, 2017 and 2016, $56,460 and $12,724 was recorded in 
general and administrative expense, respectively, and $8,004 and $299 was recorded in property management expense, respectively. 

(2) Includes accrual of $16,000 for losses/damages related to Hurricane Irma for the three and nine months ended September 30, 2017.
(3) Includes interest income and other miscellaneous income and expenses. 



 

 
The following table presents a reconciliation of GAAP net income (loss) to NOI for our total portfolio and NOI for our Same Store portfolio on a historical basis 

for each of the periods indicated:  

Funds from Operations (“FFO”), Core Funds from Operations, and Adjusted Funds from Operations  

FFO, Core FFO, and Adjusted FFO are supplemental, non-GAAP measures often utilized to evaluate the performance of real estate companies. FFO is defined by 
the National Association of Real Estate Investment Trusts as net income or loss (computed in accordance with GAAP) excluding net gains or losses from sales of 
previously depreciated real estate assets, plus depreciation, amortization and impairment of real estate assets, and adjustments for unconsolidated partnerships and 
joint ventures.  

We believe that FFO is a meaningful supplemental measure of the operating performance of our business because historical cost accounting for real estate assets 
in accordance with GAAP assumes that the value of real estate assets diminishes predictably over time, as reflected through depreciation and amortization. Because 
real estate values have historically risen or fallen with market conditions, management considers FFO an appropriate supplemental performance measure as it excludes 
historical cost depreciation and amortization, impairment on depreciated real estate investments, as well as gains or losses related to sales of previously depreciated 
homes, from GAAP net income or loss. By excluding depreciation and amortization and gains or losses on sales of real estate, management uses FFO to measure 
returns on its investments in homes. However, FFO excludes depreciation and amortization and captures neither the changes in the value of the homes that result 
from use or market conditions nor the level of capital expenditures to maintain the operating performance of the homes, all of which have real economic effect and 
could materially affect our results from operations, the utility of FFO as a measure of our performance is limited.  
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    Three Months Ended September 30,   Nine Months Ended September 30, 

($ in thousands)   2017   2016   2017   2016 

Net loss available to common shareholders   $ (22,745 )   $ (21,949 )   $ (59,716 )   $ (51,590 ) 

Net loss available to participating securities   235    —    344    —  
Interest expense   56,796    68,365    182,726    209,165  
Depreciation and amortization   67,466    66,480    202,558    198,261  
General and administrative(1)   27,462    18,811    104,154    49,579  
Property management expense(2)   10,852    7,715    31,436    22,638  
Impairment and other(3)   14,572    1,279    16,482    1,642  
Acquisition costs   —    —    —    42  
Gain on sale of property, net of tax   (3,756 )   (2,966 )   (28,239 )   (13,178 ) 

Other, net(4)   (613 )   1,057    482    983  
NOI (total portfolio)   150,269    138,792    450,227    417,542  

Non-Same Store NOI   (14,500 )   (13,183 )   (42,562 )   (35,652 ) 

NOI (Same Store portfolio)(5)   $ 135,769    $ 125,609    $ 407,665    $ 381,890  

(1) Includes $9,309 and $4,665 of share-based compensation expense for the three months ended September 30, 2017 and 2016, respectively. Includes $56,460 and 
$12,724 of share-based compensation expense for the nine months ended September 30, 2017 and 2016, respectively. 

(2) Includes $2,695 and $46 of share-based compensation expense for the three months ended September 30, 2017 and 2016, respectively. Includes $8,004 and $299 of 
share-based compensation expense for the nine months ended September 30, 2017 and 2016, respectively. 

(3) Includes accrual of $16,000 for losses/damages related to Hurricane Irma for the three and nine months ended September 30, 2017.
(4) Includes interest income and other miscellaneous income and expenses.
(5) Same Store (consisting of homes which had commenced their initial post-renovation lease prior to October 3rd of the year prior to the first year of the comparison 

period) homes are 42,795.  



 

 
Management also believes that FFO, combined with the required GAAP presentations, is useful to investors in providing more meaningful comparisons of the 

operating performance of a company’s real estate between periods or as compared to other companies. The GAAP measure most directly comparable to FFO is net 
income or loss. FFO is not used as a measure of our liquidity and should not be considered an alternative to net income or loss or any other measure of financial 
performance presented in accordance with GAAP. Our FFO may not be comparable to the FFO of other companies due to the fact that not all companies use the same 
definition of FFO. Accordingly, there can be no assurance that our basis for computing this non-GAAP measures is comparable with that of other companies.  

We believe that Core FFO and Adjusted FFO are also meaningful supplemental measures of our operating performance for the same reasons as FFO and are 
further helpful to investors as they provides a more consistent measurement of our performance across reporting periods by removing the impact of certain items that 
are not comparable from period to period. We define Core FFO as FFO adjusted for noncash interest expense related to amortization of deferred financing costs and 
discounts related to our financing arrangements, noncash interest expense for derivatives, share-based compensation expense, IPO related expenses, severance 
expenses, casualty losses, net, and acquisition costs, as applicable. We define Adjusted FFO as Core FFO less recurring capital expenditures that are necessary to 
help preserve the value of and maintain functionality of our homes. The GAAP measure most directly comparable to Core FFO and Adjusted FFO is net income or 
loss. Core FFO and Adjusted FFO are not used as measures of our liquidity and should not be considered alternatives to net income or loss or any other measure of 
financial performance presented in accordance with GAAP. Our Core FFO and Adjusted FFO may not be comparable to the Core FFO and Adjusted FFO of other 
companies due to the fact that not all companies use the same definition of Core FFO and Adjusted FFO. Accordingly, there can be no assurance that our basis for 
computing this non-GAAP measures is comparable with that of other companies.  
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The following table presents a reconciliation of GAAP net income (loss) to FFO, Core FFO, and Adjusted FFO on a historical basis for each of the periods 

indicated:  
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    Three Months Ended September 30,   Nine Months Ended September 30, 

(in thousands, except share and per share data)   2017   2016   2017   2016 

Net loss available to common shareholders   $ (22,745 )   $ (21,949 )   $ (59,716 )   $ (51,590 ) 

Add (deduct) adjustments from net loss available to common 
shareholders to derive FFO:                 

Net loss available to participating securities   235    —    344    —  
Depreciation and amortization on real estate assets   66,671    65,446    200,023    194,630  
Impairment on depreciated real estate investments   424    1,076    1,556    1,595  
Net gain on sale of previously depreciated investments in real estate   (3,756 )   (2,966 )   (28,239 )   (13,178 ) 

FFO   40,829    41,607    113,968    131,457  
Noncash interest expense related to amortization of deferred financing 

costs, mortgage loan discounts and noncash interest expense from 
derivatives   3,473    11,665    23,744    41,481  

Share-based compensation expense(1)   12,004    4,711    64,464    13,023  
IPO related expenses   —    4,081    8,287    4,081  
Merger and transaction-related   4,944    —    4,944    —  
Severance expense   (20 )   377    417    2,285  
Casualty losses, net(2)   14,148    203    14,926    47  
Acquisition costs   —    —    —    42  

Core FFO   75,378    62,644    230,750    192,416  
Recurring capital expenditures   (13,391 )   (14,324 )   (34,225 )   (37,231 ) 

Adjusted FFO   $ 61,987    $ 48,320    $ 196,525    $ 155,185  

                 

    

Three Months Ended 
September 30, 

2017       

February 1, 2017 
through 

September 30, 
2017     

Weighted average common shares outstanding — diluted(3)   311,559,780        311,674,226      

                 

FFO per common share – diluted   $ 0.13        $ 0.37      

Core FFO per common share – diluted   $ 0.24        $ 0.74      

AFFO per common share – diluted   $ 0.20        $ 0.63      

(1) For the three months ended September 30, 2017 and 2016, $9,309 and $4,665 was recorded in general and administrative expense, respectively, and $2,695 and $46 
was recorded in property management expense, respectively. For the nine months ended September 30, 2017 and 2016, $56,460 and $12,724 was recorded in 
general and administrative expense, respectively, and $8,004 and $299 was recorded in property management expense, respectively. 

(2) Includes accrual of $16,000 for losses/damages related to Hurricane Irma for the three and nine months ended September 30, 2017.
(3) Weighted average common shares outstanding – diluted was calculated using the two-class method and represents common share equivalents that are dilutive 

for FFO, Core FFO, and AFFO. 



 

 

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Our future income, cash flows, and fair values relevant to financial instruments are dependent upon prevalent market interest rates. Market risk refers to the risk 
of loss from adverse changes in interest rates, seasonality, market prices, commodity prices, and inflation. The primary market risks to which we are exposed are 
interest rate risk and seasonality. We may in the future use derivative financial instruments to manage, or hedge, interest rate risks related to any borrowings we may 
have. We may enter into such contracts only with major financial institutions based on their credit ratings and other factors. Our exposure to market risk has not 
materially changed from what we previously disclosed in Part II. Item 7A. “Quantitative and Qualitative Disclosures about Market Risk" of our Annual Report on 
Form 10-K for the fiscal year ended December 31, 2016 except as noted below. 

Interest Rate Risk  

A primary market risk to which we believe we are exposed is interest rate risk, which may result from many factors, including government monetary and tax 
policies, domestic and international economic and political considerations, and other factors that are beyond our control. We may incur additional variable rate debt 
in the future, including additional amounts that we may borrow under our credit facilities. In addition, decreases in interest rates may lead to additional competition for 
the acquisition of single-family homes, which may lead to future acquisitions being more costly and resulting in lower yields on single-family homes targeted for 
acquisition. Significant increases in interest rates may also have an adverse impact on our earnings if we are unable to increase rents on expired leases or acquire 
single-family homes with rental rates high enough to offset the increase in interest rates on our borrowings.  

At December 31, 2016, the total outstanding balance of our variable-rate debt was comprised of borrowings on our mortgage loans of $5,264.0 million and our 
credit facilities of $2,321.6 million. As of September 30, 2017, our outstanding variable-rate debt was comprised of borrowings on our mortgage loans of $3,177.6 
million and Term Loan Facility of $1,500.0 million of which 75.3% was effectively converted to fixed rate through interest rate swap agreements. Additionally, all 
borrowings bear interest at LIBOR plus the applicable spread. Assuming no change in the outstanding balance of our existing debt, the following table illustrates the 
projected effect of a 100 basis point increase or decrease in the LIBOR rate on our annual interest expense as of September 30, 2017 and December 31, 2016: 

 
This analysis does not consider the effects of the reduced level of overall economic activity that could exist in such an environment. Further, in the event of a 

change of such magnitude, we may consider taking actions to further mitigate our exposure to the change. However, because of the uncertainty of the specific 
actions that would be taken and their possible effects, the sensitivity analysis assumes no changes in our capital structure.  

Seasonality  

Our business and related operating results have been, and we believe that they will continue to be, impacted by seasonal factors throughout the year. In 
particular, we have experienced higher levels of resident move-outs during the summer months, which impacts both our rental revenues and related turnover costs. 
Further, our property operating costs are  
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($ in thousands) Change in Interest Expense(1) 

Impact to future earnings due to variable rate debt: 
As of  

September 30, 2017   
As of  

December 31, 2016 

Rate increase of 1%(2) $ 11,576    $ 75,856  
Rate decrease of 1%(3) (11,576 )   (52,323 ) 

(1) The interest rate swap agreements were factored into the September 30, 2017 disclosure, but were not factored into the December 31, 2016 disclosure as the 
forward looking swaps did not begin until February 28, 2017. 

(2) Calculation of additional projected annual interest expense as a result of a 100 basis point increase considers the potential impact of our interest rate cap 
agreements as of September 30, 2017.  

(3) Calculation of projected decrease in annual interest expense as a result of a 100 basis point decrease is reflective of any LIBOR floors or minimum interest rates 
stated in the agreements of the respective borrowings.  



 

 
seasonally impacted in certain markets by increases in expenses such as HVAC repairs, costs to re-resident, and landscaping expenses during the summer season. 

ITEM 4. CONTROLS AND PROCEDURES 

Evaluation of Disclosure Controls and Procedures 

We maintain a set of disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) designed to ensure that 
information required to be disclosed in reports we file or submit under the Exchange Act, is recorded, processed, summarized and reported within the time periods 
specified in SEC rules and forms and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief 
Financial Officer, as appropriate, to allow timely decisions regarding required disclosures. The design of any disclosure controls and procedures is based in part upon 
certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its goals under all potential future 
conditions. Any controls and procedures, no matter how well designed and operated, can provide only reasonable, not absolute, assurance of achieving the desired 
control objectives. Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of the design 
and operation of our disclosure controls and procedures as of September 30, 2017. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer 
concluded that, as of September 30, 2017, the design and operation of our disclosure controls and procedures were effective to accomplish their objectives at the 
reasonable assurance level. 

Changes in Internal Control over Financial Reporting 

There were no changes in our internal control over financial reporting as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act during the 
quarter ended September 30, 2017 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 
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PART II 

ITEM 1. LEGAL PROCEEDINGS 

Litigation Relating to the Mergers 

Two putative class actions have been filed by purported shareholders of SFR challenging the Mergers, one of which names us and certain affiliates as 
defendants. The first suit, styled as Berg v. Starwood Waypoint Homes, et al., No. 1:17-cv-02896 (the “Berg Lawsuit”), was filed in the United States District Court for 
the District of Maryland on September 29, 2017, and is against SFR, SFR Partnership, SFR’s trustees, the Company, INVH LP and REIT Merger Sub. The second suit, 
styled as Bushansky v. Starwood Waypoint Homes, et al., No. 1:17-cv-02936 (the “Bushansky Lawsuit” and, collectively with the Berg Lawsuit, the “Lawsuits”), was 
filed in the United States District Court for the District of Maryland on October 4, 2017, and is against SFR, SFR Partnership and SFR’s trustees. The Bushansky 
Lawsuit does not name the Company or any of its affiliates as defendants. The Lawsuits allege that SFR and its trustees violated Section 14(a) of the Securities 
Exchange Act of 1934 (the “Exchange Act”) and Rule 14a-9 promulgated thereunder by allegedly disseminating a false and misleading Form S-4 containing a joint 
proxy statement/prospectus. The Lawsuits further allege that SFR’s trustees allegedly violated Section 20(a) of the Exchange Act by failing to exercise proper control 
over the person(s) who violated Section 14(a) of the Exchange Act. The Berg Lawsuit additionally alleges that the Company violated Section 20(a) of the Exchange 
Act. The Lawsuits seek, among other things, injunctive relief preventing consummation of the Mergers, rescission of the transactions contemplated by the Merger 
Agreement should they be consummated and litigation costs, including attorneys’ fees. The Berg Lawsuit also seeks injunctive relief directing SFR’s trustees to 
disseminate a registration statement that does not contain any untrue statements of material fact and declaratory relief that defendants violated Sections 14(a) and/or 
20(a) of the Exchange Act. The Bushansky Lawsuit also seeks rescissory damages in the event of a merger. The Company and SFR intend to defend vigorously 
against the Lawsuits. 

SEC Investigation “In the Matter of Certain Single Family Rental Securitizations”  

Radian Group Inc. (“Radian”), the indirect parent company of Green River Capital LLC (“GRC”), which is a service provider that provides certain broker price 
opinions (“BPO”) to us, disclosed in its Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 that GRC had received a letter in March 2017 
from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of Certain Single Family Rental Securitizations” and requesting 
information from market participants. Radian disclosed that the letter asked GRC to provide information regarding BPOs that GRC provided on properties included in 
single family rental securitization transactions (“Securitizations”).  

In September 2017, we received a letter from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of Certain Single Family 
Rental Securitizations.” The letter enclosed a subpoena that requests the production of certain documents and communications related to our Securitizations, 
including, without limitation: transaction documents and offering materials; agreements with providers of BPOs and/or due diligence services for Securitizations; 
identification of employees primarily responsible for handling BPOs; documents provided to rating agencies or third-party BPO providers regarding capital 
expenditures and/or renovation costs for properties underlying Securitizations; communications with certain transaction parties regarding BPOs in Securitizations; 
and documents regarding BPO orders and documents and communications with BPO providers regarding requests that a BPO be reviewed, re-done, analyzed, 
modified, corrected and/or adjusted. The SEC’s letter indicates that its investigation is a fact-finding inquiry and does not mean that the SEC has a negative opinion 
of any person or security. We are cooperating with the SEC. We understand that other transaction parties in securitizations have received requests in this matter. 
Please refer to the risk factor entitled, “SEC investigation “In the Matter of Certain Single Family Rental Securitizations” described in Exhibit 99.1 to this Quarterly 
Report on Form 10-Q. 

The Company is also subject to routine litigation and administrative proceedings arising in the ordinary course of business. 
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ITEM 1A. RISK FACTORS 

For a discussion of our potential risks or uncertainties, you should carefully read and consider risk factors previously disclosed under (i) Part I. Item 1A. “Risk 
Factors” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2016 and (ii) the caption “Risk Factors” in our Merger Proxy, which risk factors 
referenced in clause (ii) are filed as Exhibit 99.1 to this Quarterly Report on Form 10-Q and incorporated herein by reference. 

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 

None. 

ITEM 3. DEFAULTS UPON SENIOR SECURITIES 

None. 

ITEM 4. MINE SAFETY DISCLOSURES 

Not applicable. 

ITEM 5. OTHER INFORMATION 

None. 

ITEM 6. EXHIBITS  
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Exhibit Number   Description 

2.1 

  

Agreement and Plan of Merger, dated August 9, 2017, by and among Invitation Homes Inc., Invitation Homes Operating 
Partnership LP, IH Merger Sub, LLC, Starwood Waypoint Homes and Starwood Waypoint Homes Partnership, L.P. 
(incorporated by reference to Exhibit 2.1 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 
2017). 

     

3.1 
  

Charter of Invitation Homes Inc., dated as of February 6, 2017 (incorporated by reference to Exhibit 3.1 to the Company's 
Current Report on Form 8-K (File No. 1-38004) filed on February 6, 2017). 

     

3.2 
  

Amended and Restated Bylaws of Invitation Homes Inc., dated as of February 6, 2017 (incorporated by reference to Exhibit 
3.2 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on February 6, 2017). 

     

10.1 

  

Amended and Restated Stockholders Agreement by and among Invitation Homes Inc., each of the parties from time to time 
party thereto and, solely for the purposes of Section 4.1, Blackstone Real Estate Advisors L.P. (incorporated by reference to 
Exhibit 10.1 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 2017). 

     

10.2 

  

Amended and Restated Agreement of Limited Partnership of Invitation Homes Operating Partnership LP, dated as of August 
9, 2017, by and among Invitation Homes OP GP LLC and Invitation Homes Inc. (incorporated by reference to Exhibit 10.2 to 
the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 2017). 

     



 

 

† This document has been identified as a management contract or compensatory plan or arrangement. 

Certain agreements and other documents filed as exhibits to this Quarterly Report on Form 10-Q contain representations and warranties that the parties thereto 
made to each other. These representations and warranties have been made solely for the  
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10.3 
  

Letter Agreement, dated August 9, 2017 by and between Invitation Homes Inc. and John Bartling (incorporated by reference 
to Exhibit 10.3 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 2017). † 

     

10.4 
  

Letter Agreement, dated August 9, 2017 by and between Invitation Homes Inc. and Ernest Freedman (incorporated by 
reference to Exhibit 10.4 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 2017). † 

     

10.5 
  

Letter Agreement, dated August 9, 2017 by and between Invitation Homes Inc. and Dallas Tanner (incorporated by reference 
to Exhibit 10.5 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on August 14, 2017). † 

     

10.6 
  

Term Sheet, dated September 19, 2017, between Invitation Homes Inc. and Frederick C. Tuomi (incorporated by reference to 
Exhibit 10.1 to the Company's Current Report on Form 8-K (File No. 1-38004) filed on September 19, 2017). † 

     

31.1 
  

Certificate of John B. Bartling Jr., President and Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 
2002. 

     

31.2 
  

Certificate of Ernest M. Freedman, Executive Vice President and Chief Financial Officer, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002. 

     

32.1 
  

Certificate of John B. Bartling Jr., President and Chief Executive Officer, pursuant to Section 18 U.S.C. Section 1350, as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith). 

     

32.2 
  

Certificate of Ernest M. Freedman, Executive Vice President and Chief Financial Officer, pursuant to Section 18 U.S.C. Section 
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith). 

     

99.1   The section entitled “Risk Factors” in the Company’s Joint Proxy Statement/Information Statement and Prospectus.  

     

101.INS   XBRL Instance Document. 

     

101.SCH   XBRL Taxonomy Extension Schema Document. 

     

101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document. 

     

101.DEF   XBRL Taxonomy Extension Definition Linkbase Document. 

     

101.LAB   XBRL Taxonomy Extension Label Linkbase Document. 

     

101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document. 



 

 
benefit of the other parties to such agreements and may have been qualified by certain information that has been disclosed to the other parties to such agreements 
and other documents and that may not be reflected in such agreements and other documents. In addition, these representations and warranties may be intended as a 
way of allocating risks among parties if the statements contained therein prove to be incorrect, rather than as actual statements of fact. Accordingly, there can be no 
reliance on any such representations and warranties as characterizations of the actual state of facts. Moreover, information concerning the subject matter of any such 
representations and warranties may have changed since the date of such agreements and other documents. 
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SIGNATURES 

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

 

Date: November 9, 2017  
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Exhibit 31.1 
CERTIFICATION OF CHIEF EXECUTIVE OFFICER 

 
I, John B. Bartling Jr., certify that: 

     

 

 

 

 

 

 

 

     

 

 

 

Invitation Homes Inc. 

   

By: /s/ Ernest M. Freedman 

  Name: Ernest M. Freedman 

  Title: Executive Vice President and Chief Financial Officer 

  (Principal Financial Officer) 

   

By: /s/ Kimberly K. Norrell 

  Name: Kimberly K. Norrell 

  Title: Senior Vice President and Chief Accounting Officer 

  (Principal Accounting Officer) 

Section 2: EX-31.1 (EXHIBIT 31.1) 

1. I have reviewed this this Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2017 of Invitation Homes Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

a.Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

b.[Intentionally omitted];

c.Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

d.Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter 
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s 
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions): 

a.All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to 
adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

b.Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial 
reporting. 
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Exhibit 31.2 
CERTIFICATION OF CHIEF FINANCIAL OFFICER 

 
I, Ernest M. Freedman, certify that: 
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By: /s/ John B. Bartling Jr. 

  John B. Bartling Jr. 

  President and Chief Executive Officer 

  (Principal Executive Officer) 

  November 9, 2017 

Section 3: EX-31.2 (EXHIBIT 31.2) 

1. I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2017 of Invitation Homes Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

a.Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

b.[Intentionally omitted];

c.Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

d.Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter 
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s 
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions): 

a.All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to 
adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

b.Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial 
reporting. 

By: /s/ Ernest M. Freedman 

  Ernest M. Freedman 

  Chief Financial Officer 

  (Principal Financial Officer) 

  November 9, 2017 

Section 4: EX-32.1 (EXHIBIT 32.1) 



 
Exhibit 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY 

ACT OF 2002 
 

In connection with the Quarterly Report on Form 10-Q of Invitation Homes Inc. (the “Company”) for the fiscal quarter ended September 30, 2017 as filed with the 
Securities and Exchange Commission on the date hereof (the “Report”), I, John B. Bartling Jr., President and Chief Executive Officer of the Company, certify, pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

     

 

  

 
 
November 9, 2017 
 

A signed original of this certification required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that 
appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the Company and will be retained by 
the Company and furnished to the Securities and Exchange Commission or its staff upon request. The foregoing certification is being furnished solely pursuant to 
18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate disclosure document. 
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Exhibit 32.2 
CERTIFICATION PURSUANT TO 

18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY 
ACT OF 2002 

 
In connection with the Quarterly Report on Form 10-Q of Invitation Homes Inc. (the “Company”) for the fiscal quarter ended September 30, 2017 as filed with the 

Securities and Exchange Commission on the date hereof (the “Report”), I, Ernest M. Freedman, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 

     

 

  

 
 
November 9, 2017 
 

A signed original of this certification required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that 
appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the Company and will be retained by 
the Company and furnished to the Securities and Exchange Commission or its staff upon request. The foregoing certification is being furnished solely pursuant to 
18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate disclosure document. 
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1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By: /s/ John B. Bartling Jr. 

  John B. Bartling Jr. 

  President and Chief Executive Officer 

  (Principal Executive Officer) 

Section 5: EX-32.2 (EXHIBIT 32.2) 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By: /s/ Ernest M. Freedman 

  Ernest M. Freedman 

  Chief Financial Officer 

  (Principal Financial Officer) 



 

Exhibit 99.1 
 

For any terms used but not defined herein and for references to disclosure in the joint proxy statement/information statement, please refer to the joint proxy 
statement/information statement and prospectus, dated October 16, 2017 and filed with the SEC under Rule 424(b)(3) on October 16, 2017 

 
 

RISK FACTORS 

In addition to other information included elsewhere in this joint proxy statement/information statement and prospectus and in the annexes to this joint proxy 
statement/information statement and prospectus, including the matters addressed in the section entitled “Cautionary Statement Regarding Forward-Looking 
Statements” beginning on page 38, you should carefully consider the following risk factors in deciding whether to vote for the REIT Merger Proposal. You should 
also read and consider the other information in this joint proxy statement/information statement and prospectus and the other documents incorporated by reference 
into this joint proxy statement/information statement and prospectus. Please also see “Where You Can Find More Information and Incorporation by Reference” on 
page 222. 

Risks Related to the Mergers 

The Mergers are subject to a number of conditions which, if not satisfied or waived in a timely manner, would delay the Mergers or adversely impact INVH’s 
and SFR’s ability to complete the transactions. 

The completion of the Mergers is subject to the satisfaction or waiver of a number of conditions. In addition, under circumstances specified in the Merger 
Agreement, INVH or SFR may terminate the Merger Agreement. In particular, completion of the Mergers requires the approval of the REIT Merger Proposal by the 
SFR common shareholders. While it is currently anticipated that the Mergers will be completed shortly after the SFR special meeting to approve the REIT Merger 
Proposal, there can be no assurance that the conditions to closing will be satisfied in a timely manner or at all, or that an effect, event, circumstance, occurrence, 
development or change will not transpire that could delay or prevent these conditions from being satisfied. Accordingly, INVH and SFR cannot provide any 
assurances with respect to the timing of the Closing, whether the Mergers will be completed at all and when the SFR shareholders would receive the consideration for 
the Mergers, if at all. 

Failure to consummate the Mergers as currently contemplated or at all could adversely affect the price of INVH Common Stock or SFR Common Shares and the 
future business and financial results of INVH and SFR. 

Completion of the Mergers is subject to the satisfaction or waiver of a number of conditions, including approval by the SFR shareholders of the REIT Merger 
Proposal. INVH and SFR cannot guarantee when or if these conditions will be satisfied or that the Mergers will be successfully completed. The consummation of the 
Mergers may be delayed, the Mergers may be consummated on terms different than those contemplated by the Merger Agreement, or the Mergers may not be 
consummated at all. If the Mergers are not completed, or are completed on different terms than as contemplated by the Merger Agreement, INVH and SFR could be 
adversely affected and subject to a variety of risks associated with the failure to complete the Mergers, or to complete the Mergers as contemplated by the Merger 
Agreement, including the following: 
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Section 6: EX-99.1 (EXHIBIT 99.1) 

• the INVH stockholders and the SFR shareholders may be prevented from realizing the anticipated benefits of the Mergers;

• the market price of INVH Common Stock or SFR Common Shares could decline significantly;

• reputational harm due to the adverse perception of any failure to successfully complete the Mergers;

• INVH and SFR being required, under certain circumstances, to pay to the other party a termination fee and/or expense amount; and

• the attention of INVH’s and SFR’s management and employees may be diverted from their day-to-day business and operational matters, including the 
pursuit of other opportunities that could be beneficial to INVH and SFR, may be disrupted as a result of efforts relating to attempting to consummate the 
Mergers. 



 

Any delay in the consummation of the Mergers or any uncertainty about the consummation of the Mergers on terms other than those contemplated by the 
Merger Agreement, or if the Mergers are not completed, could materially adversely affect the business, financial results and share price of INVH and SFR. 
  
If the Mergers do not occur, SFR may incur payment obligations to INVH. 

In connection with the termination of the Merger Agreement under specified circumstances, SFR may be required to pay to INVH a termination fee of $161 
million and/or an expense amount equal to $25 million. For more information, see “The Merger Agreement—Termination of the Merger Agreement.” These provisions 
could discourage a potential competing acquirer that might have an interest in acquiring all or a significant part of SFR from considering or proposing a competing 
acquisition, even if the potential competing acquirer was prepared to pay consideration with a higher per share cash value than that market value proposed to be 
received or realized in the Mergers, or might result in a potential competing acquirer proposing to pay a lower price than it might otherwise have proposed to pay 
because of the added expense of the termination fee or expense amount that may become payable in certain circumstances under the Merger Agreement. Following 
the execution of the INVH Written Consent on August 10, 2017, the INVH Stockholder Approval was obtained, obviating the requirement to hold an INVH 
stockholder meeting, and the INVH Board is not able to terminate the Merger Agreement in connection with an alternative transaction that is more favorable to the 
INVH’s stockholders. 

INVH and SFR and, after the Mergers, the Combined Company, are expected to incur substantial expenses related and unrelated to the Mergers. 

INVH and SFR have incurred substantial accounting, financial advisory, legal and other costs, and the management teams of INVH and SFR have devoted 
considerable time and effort in connection with the Mergers. INVH and SFR may incur significant additional costs in connection with the completion of the Mergers 
or in connection with any delay in completing the Mergers or termination of the Merger Agreement, in addition to the other costs already incurred. If the Mergers are 
not completed, INVH and SFR will separately bear certain fees and expenses associated with the Mergers without realizing the benefits of the Mergers. In connection 
with the termination of the Merger Agreement under specified circumstances, SFR may be required to pay to INVH a termination fee of $161 million and/or an expense 
amount equal to $25 million or INVH may be required to pay to SFR a termination fee of $230 million and/or an expense amount equal to $25 million. For more 
information, see “The Merger Agreement—Termination of the Merger Agreement.” 

If the Mergers are completed, the Combined Company expects to incur substantial expenses in connection with integrating the business, operations, network, 
systems, technologies, policies and procedures of the two companies. The fees and expenses may be significant and could have an adverse impact on the Combined 
Company’s results of operations. 

Although INVH and SFR have assumed that a certain level of transaction and integration expenses would be incurred, there are a number of factors beyond the 
control of either INVH or SFR that could affect the total amount or the timing of the integration expenses. Many of the expenses that will be incurred, by their nature, 
are difficult to estimate accurately at the present time. As a result, the transaction and integration expenses associated with the Mergers could, particularly in the near 
term, exceed the savings that the Combined Company expects to achieve from the elimination of duplicative expenses and the realization of economies of scale and 
cost savings related to the integration of the businesses following the completion of the Mergers. 

SFR’s trustees and officers have interests in the Mergers that may be different from, or in addition to, those of SFR’s shareholders more generally. 

When considering the recommendation of the SFR Board with respect to the REIT Merger Proposal and the SFR Compensation Proposal, SFR’s shareholders 
should be aware that trustees and executive officers of SFR have interests in the Mergers that may be different from, or in addition to, the interests of SFR’s 
shareholders generally and that may present actual or potential conflicts of interests. See “The Mergers—Interests of SFR’s Trustees and Executive Officers in the 
Mergers.” These interests may present such executive officers and trustees with actual or  
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potential conflicts of interest. The SFR Board was aware of, and considered the interests of, its trustees and executive officers in reaching its decision to recommend 
that SFR’s shareholders vote for the REIT Merger Proposal and the SFR Compensation Proposal. 
  
The pendency of the Mergers could adversely affect INVH’s and SFR’s business and operations. 

In connection with the pending Mergers, some of INVH’s or SFR’s current or prospective tenants, operators, borrowers, managers or vendors may delay or 
defer decisions related to their business dealings with INVH and/or SFR, which could negatively impact INVH’s and/or SFR’s revenues, earnings, cash flows and 
expenses, regardless of whether the Mergers are completed. In addition, under the Merger Agreement, INVH and SFR are each subject to certain restrictions on the 
conduct of its respective business prior to completing the Mergers. These restrictions may prevent INVH or SFR from pursuing certain strategic transactions, 
acquiring and disposing assets, undertaking certain capital projects, undertaking certain financing transactions and otherwise pursuing other actions that are not in 
the ordinary course of business, even if such actions could prove beneficial. These restrictions may impede INVH’s or SFR’s growth which could negatively impact 
its respective revenue, earnings and cash flows. Additionally, the pendency of the Mergers may make it more difficult for INVH or SFR to effectively retain and 
incentivize key personnel. 

The Mergers will result in changes to the board of directors and management that may affect the strategy and operations of the Combined Company. 

Following the consummation of the Mergers, the board of directors of the Combined Company will consist of eleven members, comprised of Bryce Blair, 
Frederick C. Tuomi, Richard D. Bronson, Michael D. Fascitelli, Jonathan D. Gray, Robert G. Harper, Jeffrey E. Kelter, John B. Rhea, Janice L. Sears, William J. Stein and 
Barry S. Sternlicht, with Bryce Blair to be appointed Chairman of the Combined Company’s board of directors and Michael D. Fascitelli to be appointed Chairman of 
the Investment Committee of the Combined Company’s board of directors. Effective as of the closing of the Mergers, the Combined Company’s executive officers are 
expected to include Frederick C. Tuomi as Chief Executive Officer, Ernest M. Freedman as Chief Financial Officer, Charles D. Young as Chief Operating Officer, Dallas 
B. Tanner as Chief Investment Officer, Arik Prawer as Chief Integration Officer and Mark A. Solls as Chief Legal Officer. This new composition of the board of 
directors and management team may affect the Combined Company’s business strategy and operating decisions following the closing of the Mergers. In addition, 
there can be no assurances that the new board of directors and management team will function effectively as a team and that there will not be any adverse effects on 
the Combined Company’s business as a result. 

The REIT Merger is subject to SFR Shareholder Approval. 

The REIT Merger cannot be completed unless SFR’s common shareholders approve the REIT Merger Proposal by the affirmative vote of the holders of a 
majority of all outstanding SFR Common Shares. If such approval by SFR’s shareholders is not obtained, the REIT Merger cannot be completed. The INVH 
Stockholder Approval has already been obtained. 

INVH’s stockholders and SFR’s shareholders will be diluted by the REIT Merger. 

The REIT Merger will dilute the ownership position of INVH’s stockholders and result in SFR’s shareholders having an ownership stake in the Combined 
Company that is smaller than their current stake in SFR. Following the INVH Stock Issuance, INVH and SFR estimate that INVH’s current stockholders will own 
approximately 59.1% of outstanding shares of INVH Common Stock, and SFR’s current shareholders will own approximately 40.9% of outstanding shares of INVH 
Common Stock immediately after the Mergers. Consequently, INVH’s stockholders and SFR’s shareholders, as a general matter, will have less influence over the 
Combined Company’s management and policies after the effective time of the REIT Merger than they currently exercise over the management and policies of INVH 
and SFR, respectively. 
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If the Mergers are not consummated by May 9, 2018, INVH or SFR may terminate the Merger Agreement. 

Either INVH or SFR may terminate the Merger Agreement under certain circumstances, including if the Mergers have not been consummated by May 9, 2018. 
However, this termination right will not be available to a party if that party failed to fulfill its obligations under the Merger Agreement and that failure was the cause 
of, or resulted in, the failure to consummate the Mergers. 

The market price of INVH Common Stock may decline as a result of the Mergers and the market price of INVH Common Stock after the consummation of the 
Mergers may be affected by factors different from those affecting the price of INVH Common Stock or the SFR Common Shares before the Mergers. 

The market price of INVH Common Stock may decline as a result of the Mergers if the Combined Company does not achieve the perceived benefits of the 
Mergers or the effect of the Mergers on the Combined Company’s financial results is not consistent with the expectations of financial or industry analysts. 

In addition, upon completion of the Mergers, INVH’s stockholders and SFR’s shareholders will own interests in the Combined Company operating an expanded 
business with a different mix of properties, risks and liabilities. INVH’s current stockholders and SFR’s current shareholders may not wish to continue to invest in the 
Combined Company, or for other reasons may wish to dispose of some or all of their INVH Common Stock. If, following the effective time of the Mergers, large 
amounts of INVH Common Stock are sold, the price of INVH Common Stock could decline. 

Further, the Combined Company’s results of operations, as well as the market price of INVH Common Stock after the Mergers may be affected by factors in 
addition to those currently affecting INVH’s or SFR’s results of operations and the market prices of INVH Common Stock and the SFR Common Shares, and other 
differences in assets and capitalization. Accordingly, INVH’s and SFR’s historical market prices and financial results may not be indicative of these matters for the 
Combined Company after the Mergers. 

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

Two putative class actions have been filed by purported shareholders of SFR challenging the Mergers. For more information regarding the putative class 
action, see “The Mergers—Litigation Relating to the Mergers” beginning on page 92. It is possible that SFR shareholders and INVH stockholders may file additional 
lawsuits challenging the Mergers or the other transactions contemplated by the Merger Agreement, which may name INVH, the INVH Board, SFR and/or the SFR 
Board as defendants. The outcome of such lawsuits cannot be assured, including the amount of costs associated with defending these claims or any other liabilities 
that may be incurred in connection with the litigation of these claims. If plaintiffs are successful in obtaining an injunction prohibiting the parties from completing the 
Mergers on the agreed-upon terms, such an injunction may delay the consummation of the Mergers in the expected timeframe, or may prevent the Mergers from being 
consummated altogether. Whether or not any plaintiff’s claim is successful, this type of litigation may result in significant costs and divert management’s attention 
and resources, which could adversely affect the operation of SFR’s and INVH’s business. 

Risks Related to INVH 

INVH is, and will continue to be, subject to the risks described in Part I, Item 1A in the INVH 10-K attached as Annex D to this joint proxy statement/information 
statement and prospectus. 

Risks Related to SFR 

SFR is, and will continue to be, subject to the risks described in Part I, Item 1A in SFR’s Annual Report on Form 10-K for the fiscal year ended December 31, 
2016 and in Item 8.01 in SFR’s Current Report on Form 8-K dated June 5, 2017, each as filed with the SEC and incorporated by reference into this joint proxy statement/ 
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information statement and prospectus. See “Where You Can Find More Information and Incorporation by Reference.” 
 
  

Risks Related to the Combined Company Following the Mergers 

Following the REIT Merger, the Combined Company may not pay dividends at or above the rate currently paid by INVH or SFR. 

Following the REIT Merger, the Combined Company’s stockholders may not receive dividends at the same rate that they did as INVH’s stockholders or SFR’s 
shareholders prior to the REIT Merger for various reasons, including the following: 

The Combined Company’s stockholders will have no contractual or other legal right to dividends that have not been declared by its board of directors. 

The Combined Company will have a significant amount of indebtedness and may need to incur more in the future. 

The Combined Company will have substantial indebtedness following completion of the Mergers. In addition, in connection with executing its business 
strategies following the Mergers, the Combined Company expects to evaluate the possibility of acquiring additional properties and making strategic investments, and 
it may elect to finance these endeavors by incurring additional indebtedness. The amount of such indebtedness could have material adverse consequences for the 
Combined Company, including: 

Moreover, to respond to competitive challenges, the Combined Company may be required to raise substantial additional capital to execute its business 
strategy. The Combined Company’s ability to arrange additional financing will depend on, among other factors, its financial position and performance, as well as 
prevailing market conditions and other factors beyond its control. If the Combined Company is able to obtain additional financing, its credit ratings could be further 
adversely affected, which could further raise its borrowing costs and further limit its future access to capital and its ability to satisfy its obligations under its 
indebtedness. 

The Mergers may not be accretive to the Combined Company’s stockholders. 

Because INVH Common Stock will be issued in the Mergers, it is possible that, although INVH and SFR currently expect the Mergers to be accretive to core 
funds from operations (“Core FFO”) per share and adjusted  
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• the Combined Company may not have enough cash to pay such dividends due to changes in its cash requirements, capital spending plans, cash flow or 
financial position; 

• decisions on whether, when and in what amounts to make any future dividends will remain at all times entirely at the discretion of the Combined Company’s 
board of directors, which reserves the right to change its dividend practices at any time and for any reason; and 

• the amount of dividends that the Combined Company’s subsidiaries may distribute to the Combined Company may be subject to restrictions imposed by 
state law and restrictions imposed by the terms of any current or future indebtedness that these subsidiaries may incur. 

• hindering its ability to adjust to changing market, industry or economic conditions;

• limiting its ability to access the capital markets to raise additional equity or refinance maturing debt on favorable terms or to fund acquisitions or emerging 
businesses; 

• limiting the amount of free cash flow available for future operations, acquisitions, dividends, stock repurchases or other uses;

• making it more vulnerable to economic or industry downturns, including interest rate increases; and

• placing it at a competitive disadvantage compared to less leveraged competitors.



 

funds from operations (“AFFO”) per share, the Mergers may be dilutive to Core FFO per share and AFFO per share, if, among other thing, the Combined Company 
incurs higher than expected expenses in connection with 
 the Mergers or fails to realize the cost savings and other benefits of the Mergers in a timely manner or at all. The failure of the Mergers to be accretive to the 
Combined Company’s stockholders could have a material adverse effect on the Combined Company’s business, financial condition and results of operations. 

The unaudited pro forma condensed combined financial information included elsewhere in this joint proxy statement/information statement and prospectus may 
not be representative of the Combined Company’s results after the Mergers, and accordingly, you have limited financial information on which to evaluate the 
Combined Company following the Mergers. 

The unaudited pro forma condensed combined financial information included elsewhere in this joint proxy statement/information statement and prospectus has 
been presented for informational purposes only and is not necessarily indicative of the financial position or results of operations that actually would have occurred 
had the Mergers been completed as of the dates indicated, nor is it indicative of the future operating results or financial position of the Combined Company following 
the Mergers. The unaudited pro forma condensed combined financial information does not reflect future events that may occur after the Mergers. The unaudited pro 
forma condensed combined financial information presented elsewhere in this joint proxy statement/information statement and prospectus is based in part on certain 
assumptions regarding the Mergers that INVH and SFR believe are reasonable under the circumstances. Neither INVH nor SFR can assure you that the assumptions 
will prove to be accurate over time. 

Following the Mergers, the Combined Company may be unable to integrate INVH’s business and SFR’s business successfully and realize the anticipated 
synergies and other expected benefits of the Mergers on the anticipated timeframe or at all. 

The Mergers involve the combination of two companies that currently operate as independent public companies. The Combined Company expects to benefit 
from the elimination of duplicative costs associated with supporting a public company platform and the resulting economies of scale. These savings are not expected 
to be fully realized until full integration, which is not expected to occur until 2019. The Combined Company will be required to devote significant management 
attention and resources to the integration of INVH’s and SFR’s business practices and operations. The potential difficulties the Combined Company may encounter 
in the integration process include the following: 

For all these reasons, you should be aware that it is possible that the integration process could result in the distraction of the Combined Company’s 
management, the disruption of the Combined Company’s ongoing business or inconsistencies in its operations, services, standards, controls, policies and 
procedures, any of which could  
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• the inability to successfully combine INVH’s and SFR’s business in a manner that permits the Combined Company to achieve the cost savings anticipated to 
result from the Mergers, which would result in the anticipated benefits of the Mergers not being realized in the timeframe currently anticipated or at all; 

• the complexities associated with integrating personnel from the two companies;

• the complexities of combining two companies with different histories, geographic footprints and rental properties;

• the complexities in combining two companies with separate technology systems;

• potential unknown liabilities and unforeseen increased expenses, delays or conditions associated with the Mergers;

• failure to perform by third party service providers who provide key services for the Combined Company; and

• performance shortfalls as a result of the diversion of management’s attention caused by completing the Mergers and integrating the companies’ operations.



 

adversely affect the Combined Company’s ability to maintain relationships with operators, vendors and employees, to achieve the anticipated benefits of the 
Mergers, or could otherwise materially and adversely affect its business and financial results. 
  
Because the number of shares of INVH Common Stock exchanged per SFR Common Share is fixed and will not be adjusted in the event of any change in 
INVH’s stock price or SFR’s share price, the value of the shares of INVH Common Stock issued by INVH and received by SFR’s shareholders may be higher or 
lower at the Closing than when the Merger Agreement was executed. 

Upon the consummation of the REIT Merger, each SFR Common Share (other than those owned by any wholly-owned subsidiary of SFR, or by INVH, REIT 
Merger Sub or any subsidiary of INVH, which will be automatically cancelled and retired and cease to exist) will be converted into the right to receive shares of INVH 
Common Stock based on the Exchange Ratio. The Exchange Ratio is fixed in the Merger Agreement and will not be adjusted for changes in the market price of either 
INVH Common Stock or SFR Common Shares. Changes in the market price of INVH Common Stock prior to the REIT Merger will affect the market value of the 
consideration that SFR’s shareholders will receive on the closing date of the Mergers. Stock price changes may result from a variety of factors (many of which are 
beyond the control of either INVH or SFR), including the following factors: 

The market price of INVH Common Stock at the closing of the REIT Merger may vary from its price on the date the Merger Agreement was executed, on the 
date of this joint proxy statement/information statement and prospectus and on the date of SFR’s special meeting. As a result, the market value of the consideration 
for the REIT Merger represented by the Exchange Ratio also will vary. 

Therefore, while the number of shares of INVH Common Stock to be issued per SFR Common Share is fixed, (i) INVH’s stockholders cannot be sure of the 
market value of the consideration that will be paid to SFR’s shareholders upon completion of the Mergers and (ii) SFR’s shareholders cannot be sure of the market 
value of the consideration they will receive upon completion of the Mergers. Neither INVH nor SFR has the right to terminate the Merger Agreement based on an 
increase or decrease in the market price of INVH Common Stock or SFR Common Shares. 

The Combined Company faces other risks. 

The foregoing risks are not exhaustive, and you should be aware that, following the Mergers, the Combined Company will face various other risks, including 
those discussed in reports filed by the Combined Company with the SEC. See “Where You Can Find More Information and Incorporation by Reference.” 
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• market reaction to the announcement of the Mergers;

• changes in INVH’s or SFR’s respective businesses, operations, assets, liabilities and prospects;

• changes in market assessments of the business, operations, financial position and prospects of either INVH or SFR or the Combined Company;

• market assessments of the likelihood that the Mergers will be completed;

• interest rates, general market and economic conditions and other factors generally affecting the market prices of INVH Common Stock and the SFR Common 
Shares; 

• the actual or perceived impact of U.S. monetary policy;

• federal, state and local legislation, governmental regulation and legal developments in the businesses in which INVH and SFR operate; and

• other factors beyond the control of either INVH or SFR, including those described or referred to elsewhere in this “Risk Factors” section.



 
Risks Related to Taxes and the Mergers 

The Combined Company would succeed to, and may incur, adverse tax consequences if INVH or SFR has failed or fails to qualify as a REIT. 

Each of INVH and SFR believes that it has been organized and has operated in a manner that enables it to qualify as a REIT and each company intends to 
operate so as to qualify as a REIT through the closing date, and in the case of INVH, following the closing date of the Mergers. If either INVH or SFR has failed or 
fails to qualify as a REIT and the Mergers are completed, the Combined Company generally would succeed to and may incur significant tax liabilities, and the 
Combined Company could possibly fail to qualify as a REIT. 

REITs are subject to a range of complex organizational and operational requirements. 

Qualification as a REIT requires each company to satisfy numerous technical and highly complex requirements established under the Code, for which in many 
cases there are only limited judicial and administrative interpretations, and involves the determination of various factual matters and circumstances not entirely within 
each company’s control. The complexity of these provisions and of applicable regulations promulgated under the Code (which we refer to as the “Treasury 
regulations”) is greater in the case of REITs that, like INVH and SFR, intend to hold their assets through partnerships. In order to qualify as a REIT, each of INVH and 
SFR must satisfy a number of requirements regarding the composition of the assets and the sources of its gross income. The ability to satisfy the asset tests depends 
on each company’s analysis of the characterization and fair market value of its assets, some of which are not susceptible to precise determination, and for which it will 
not obtain independent valuations. Also, each of INVH and SFR must make distributions to its shareholders and stockholders, as applicable, aggregating annually at 
least 90% of its net taxable income (which does not equal net income, as calculated in accordance with GAAP), without regard to the deduction for dividends paid 
and excluding net capital gains. In addition, legislation, new regulations, administrative interpretations or court decisions may adversely affect, possibly retroactively, 
INVH’s and SFR’s ability to qualify as REITs. 

For any taxable year that INVH or SFR fails to qualify as a REIT, it will not be allowed a deduction for dividends paid to its stockholders or shareholders, as 
applicable, in computing taxable income and thus would become subject to U.S. federal and state income tax as if it were a regular taxable corporation. In such an 
event, INVH or SFR, as the case may be, could be subject to potentially significant tax liabilities. Unless entitled to relief under certain statutory provisions, INVH or 
SFR, as the case may be, would also be disqualified from treatment as a REIT for the four taxable years following the year in which it lost its qualification. If INVH or 
SFR failed to qualify as a REIT, the market price of the shares of common stock of the Combined Company may decline and the Combined Company may need to 
reduce substantially the amount of distributions to its stockholders because of its increased tax liability. 

Other Risks 

Certain homes of INVH and SFR have been or may be adversely affected by Hurricane Harvey and Hurricane Irma. 

Hurricane Harvey made landfall along the coast of Texas on August 25, 2017. Based on SFR’s assessments of its properties in the Houston, Texas area 
impacted by Hurricane Harvey, SFR believes that approximately 5% of its 2,695 homes in the Houston, Texas area incurred major flooding, while an additional 
approximately 23% of its 2,695 homes in the Houston, Texas area incurred some damage related to roofs or water intrusion, with the majority being minor in nature. 
Although SFR estimates the total cost of repair for homes damaged by Hurricane Harvey to be less than $10 million, SFR cannot assure you that any property damage 
or any loss of revenue or value experienced by homes affected by Hurricane Harvey will not be materially higher than this estimate. SFR carries insurance for wind 
damage, flood damage and business interruption, which are subject to deductibles and limits. SFR cannot assure you that insurance will be sufficient to fully 
compensate for any property damage or any loss of revenue or value experienced by homes affected by Hurricane Harvey. None of INVH’s homes are located in 
Texas. 
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Hurricane Irma made landfall in Southern Florida on September 10, 2017, traveled through Florida and was downgraded to a tropical storm before entering 

Georgia. INVH’s current assessment is that approximately 30% of its 23,449 homes in Florida and Atlanta sustained minor damage, primarily limited to roofing, 
fencing, and landscaping issues, and a total of five homes incurred severe damage. INVH estimates that damages caused by Hurricane Irma totaled $14 million to $17 
million. Based on SFR’s initial evaluation of its properties in Florida and its assessments, SFR estimates approximately $10 million total cost of repair for homes 
damaged by Hurricane Irma. Specifically, approximately 25 of SFR’s homes incurred significant damage from Hurricane Irma, while approximately 33% of its 14,705 
homes in Florida and Atlanta incurred minor damage primarily related to landscaping, roof damage and fence damage. A portion of the foregoing damages may be 
recoverable through INVH’s or SFR’s respective insurance policies that provide coverage for wind damage, flood damage and business interruption, which are 
subject to deductibles and limits. INVH and SFR cannot assure you that any property damage or any loss of revenue or value experienced by homes affected by 
Hurricane Irma will not be materially higher than the foregoing estimates. INVH and SFR cannot assure you that insurance will be sufficient to fully compensate for 
any property damage or any loss of revenue or value experienced by homes affected by Hurricane Irma. 

Continued rain and flooding in the wake of Hurricane Harvey and Hurricane Irma may result in new or further damage to INVH’s and/or SFR’s homes or damage 
to additional homes located outside such areas of impact. Certain homes, including homes that have not experienced property damage, may also be adversely affected 
by Hurricane Harvey and/or Hurricane Irma due to their other effects, such as power, telephone and other utility service outages, and scarcity of building materials 
and labor resources, which could adversely affect residents and increase costs to INVH and SFR related to repairs and maintenance. To the extent residents 
evacuated any of the affected homes and delay returning to such homes, such homes may be at higher risk for being vandalized in the aftermath of Hurricane Harvey 
and Hurricane Irma or the conditions of such homes may further deteriorate. Additionally, travel to the region could decline due to Hurricane Harvey and Hurricane 
Irma, which could adversely affect the local economy. Further, Hurricane Harvey and Hurricane Irma could adversely affect the growth of the rental market in the 
areas of impact and drive down rents and demand for rental housing as well as property values in such areas. 

SEC investigation “In the Matter of Certain Single Family Rental Securitizations.” 

Radian Group Inc. (“Radian”), the indirect parent company of Green River Capital LLC (“GRC”), which is a service provider that provides certain broker price 
opinions (“BPO”) to INVH and SFR, disclosed in its Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 that GRC had received a letter in 
March 2017 from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of Certain Single Family Rental Securitizations” and 
requesting information from market participants. Radian disclosed that the letter asked GRC to provide information regarding BPOs that GRC provided on properties 
included in single family rental securitization transactions (“Securitizations”). 

In September 2017, INVH and SFR each received a letter from the staff of the SEC stating that it is conducting an investigation captioned “In the Matter of 
Certain Single Family Rental Securitizations.” Each letter enclosed a subpoena that requests the production of certain documents and communications related to 
Securitizations of INVH and SFR (and their predecessors), respectively, including, without limitation: transaction documents and offering materials; agreements with 
providers of BPOs and/or due diligence services for Securitizations; identification of employees primarily responsible for handling BPOs; documents provided to 
rating agencies or third-party BPO providers regarding capital expenditures and/or renovation costs for properties underlying Securitizations; communications with 
certain transaction parties regarding BPOs in Securitizations; and documents regarding BPO orders and documents and communications with BPO providers 
regarding requests that a BPO be reviewed, re-done, analyzed, modified, corrected and/or adjusted. INVH and SFR intend to cooperate with the SEC. INVH and SFR 
understand that other transaction parties in Securitizations have received requests in this matter. 
  

To the extent that an investigation results in allegations or a determination that INVH and/or SFR failed to comply with applicable laws or regulations (including 
without limitation, the securities laws and their disclosure requirements), this could lead to: regulatory enforcement actions or other litigation; civil or criminal liability 
for such party; the imposition of fines, penalties or damages on such party; impairment of such party’s ability to raise  
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capital; and losses on, or decreases in market value of, such party’s shares and securities issued in Securitizations sponsored by such party (and its predecessors). 
These occurrences could materially and adversely affect such party’s business, reputation, financial condition, liquidity and results of operations and could also 
materially and adversely affect such party’s ability to make payments, including payments at maturity, under the loans relating to its Securitizations. As the SEC’s 
investigation is ongoing, neither INVH or SFR can currently predict the timing, the outcome or the scope of such investigation. 

Additionally, if the SEC determines that the BPO values used by such party were flawed, losses on, or a decrease in market value of, such party’s shares and 
securities issued in Securitizations sponsored by such party (and its predecessors) could occur. BPOs are inherently subjective, and variances may occur between 
valuations of a property for a variety of reasons, including, without limitation: BPO providers are not licensed appraisers, perform less formal evaluations of properties 
than full appraisals and do not perform physical inspections or evaluate the condition of the interiors or other factors not easily viewed from outside of the 
properties; differences in the point in time at which an agent examined properties; inherent limitations in the methodologies for estimating property values through the 
use of BPOs; and differences in the application of methodologies by agents (including selection of different comparable sales properties). 
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