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Approximate date of commencement of proposed sale to the public: As soon as
practicable, following the effective date of this Registration Statement.

If any of the securities being registered on this Form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933 check the following box. [ ]

If the registrant elects to deliver its latest annual report to security
holders, or a complete and legal facsimile thereof, pursuant to Item 11 (a) (1) of
this Form, check the following box. [ ]

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. [ ]
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If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ ]

Calculation of Registration Fee

Title of each class of Proposed maximum Proposed maximum
securities to be Amount to be offering price per aggregate offering
registered registered share (1) price
Common Shares of Beneficial 4,025,000 (2) $14.00 $56,350,000
Interest, par value $.10 per

share

(1) Estimated pursuant to Rule 457 (c) of the Securities Act solely for the
purpose of calculating the amount of the registration fee. Estimate based on the
average of the high and low prices of the Registrant's common shares as reported
by the American Stock Exchange on November 26, 2001.

(2) Includes up to 525,000 shares of beneficial interest that the underwriters
have the option to purchase to cover over-allotments, if any.

We will amend this Registration Statement on such date or dates as may be
necessary to delay its effective date until we file a further amendment which
specifically states that this Registration Statement shall thereafter become
effective in accordance with Section 8 (a) of the Securities Act of 1933 or until
this Registration Statement shall become effective on such date as the
Commission, acting according to Section 8(a), may determine.

The information in this prospectus is not complete and may be changed. We may
not sell these securities until the registration statement filed with the
Securities and Exchange Commission is effective. This prospectus 1is not an offer
to sell these securities and it is not soliciting an offer to buy these
securities in any state where such offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED NOVEMBER 30, 2001

PRELIMINARY PROSPECTUS
3,500,000 Common Shares

AMERICAN MORTGAGE ACCEPTANCE COMPANY

We are selling 3,500,000 common shares of beneficial interest and we will
receive all of the net proceeds from the sale. Our common shares are listed on
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the American Stock Exchange under the symbol "AMC". On November 29, 2001, the
closing sale price of our common shares was $13.64.

Investing in our shares involves a high degree of risk. You should
carefully consider the information under the heading "Risk Factors" beginning on
page 11 of this prospectus before buying our common shares.

Per Share Total

Public Offering PriCe. it ee ettt e ieneeennnnn S S
Underwriter discounts and commissionsS...........ceee.e.. S S
Proceeds, before expenses, LO US. ...ttt reennnnnneeeennn S S

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if this
prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

We have granted the underwriters an option for a period of 30 days to
purchase up to 525,000 additional common shares at the public offering price,
less the underwriting discounts, to cover over-allotments, if any. We have also
granted to Friedman, Billings, Ramsey & Co., Inc., as representative of the
underwriters, and its designated affiliates warrants to purchase up to 35,000
common shares (40,250 in the event the underwriters exercise their
over—-allotment option). See "Underwriting" beginning on page 58 of this
prospectus.

We expect the common shares will be ready for delivery to purchasers on or
about , 2002.

FRIEDMAN BILLINGS RAMSEY

, 2001

Forward-Looking Statements

This prospectus contains or incorporates by reference certain
forward-looking statements. When used, statements which are not historical in
nature, including those containing words such as "anticipate," "estimate,"
"should, " "expect," "believe," "intend," and similar expressions are intended to
identify forward-looking statements. These forward-looking statements are
subject to various risks and uncertainties, including those related to:

o our ability to originate or acquire loans, mortgage-backed securities
or other investments on favorable terms;
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o changes in short-term interest rates;

o risks associated with investing in real estate, including changes in
business conditions and the general economy;

o potential conflicts of interest among Related AMI Associates, Inc.
(our advisor), Related Capital and us;

o our ability to obtain borrowings to finance our investments;

o illiquidity of our portfolio of loans, mortgage-backed securities or
other investments;

o increases in the prepayments on the mortgage loans securing our
mortgage-backed securities;

o changes in government regulations affecting our business; and

o our ability to maintain our qualifications as a real estate investment
trust for federal income tax purposes.

Other risks, uncertainties and factors, including those discussed under
"Risk Factors" on page 11 of this prospectus or described in reports that we
file from time to time with the Securities and Exchange Commission such as our
Forms 10-K and 10-Q, could cause our actual results to differ materially from
those projected in any forward-looking statements that we make. We are not
obligated to publicly update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise.

You should rely only on the information contained in or incorporated by
reference into this prospectus. Neither we nor the underwriters have authorized
any other person to provide you with different information. If anyone provides
you with different or inconsistent information, you should not rely on it. The
information in this prospectus is current as of the date of this prospectus. Our
business, financial condition, results of operations and prospects may have
changed since that date.

PROSPECTUS SUMMARY

This summary highlights information in this prospectus. The summary is not
complete and does not contain all of the information you should consider before
investing in our common shares. We urge you to carefully read this entire
prospectus, including the financial statements, along with the information that
is incorporated by reference into this prospectus. You should carefully consider
the information discussed under "Risk Factors" before you decide to purchase our
shares. All references to "we," "us" or the "Company" mean American Mortgage
Acceptance Company and our wholly-owned subsidiaries. Unless otherwise
indicated, the information contained in this prospectus assumes that the
underwriters do not exercise their over-allotment option.

Our Business

We are a real estate investment trust that seeks asset diversification,
capital appreciation and income for distributions to our shareholders primarily
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through the acquisition and origination of both government insured and uninsured
mortgages secured by multifamily properties. These investments may take the form
of government insured first mortgages and uninsured mezzanine loans,
construction loans and bridge loans. We may also invest in other real estate
assets, including commercial mortgage-backed securities.

At September 30, 2001, we had total assets of $99.9 million of which $97.7
million represented mortgage investments. At September 30, 2001, approximately
65% of our assets consisted of mortgages guaranteed or insured by a United
States government agency such as the Federal Housing Authority ("FHA") or the
Government National Mortgage Association ("GNMA" or "Ginnie Mae") or by Fannie
Mae. At September 30, 2001, we owned $46.9 million in Ginnie Mae certificates
and had invested $17.7 million in FHA insured first mortgage loans. We generally
seek to maintain 40% of our mortgage investments in government insured or
guaranteed investments.

At September 30, 2001, we owned $7.4 million in mezzanine loans and $5.5
million in bridge loans funded in connection with the development of multifamily

properties which benefit from the Low Income Housing Tax Credit ("LIHTC")
program under Section 42 of the Internal Revenue Code. We also owned an indirect
investment in commercial mortgage-backed securities ("CMBS") through our $20.2
million preferred equity interest in ARCap Investors L.L.C. ("ARCap").

The following chart depicts our mortgage investments as of September 30,
2001:

[graphic omitted]

Through a program with Fannie Mae, we originate construction and permanent
loans for multifamily properties on Fannie Mae's behalf. We guarantee a first
loss position and receive loss sharing and loan origination fees for loans that
we originate. As of September 30, 2001, we originated loans totaling
approximately $2.2 million and

have made forward commitments for an additional approximately $6.8 million.

Our maximum exposure under the Fannie Mae program and the forward commitments at
September 30, 2001 was $6.0 million. We have not acquired an interest in any of
the loans we have originated on Fannie Mae's behalf. Since we entered into the
loan program, the level of loan origination competition has increased, reducing
our projected financing volume and profitability. As a result, we are
de-emphasizing this program and evaluating the possibility of transferring our
rights and obligations in the loan program to a third party.

We finance the acquisition of our assets primarily through borrowing at
short term rates using demand repurchase agreements. Under our declaration of
trust, we may incur permanent indebtedness of up to 50% of our total market
value calculated at the time the debt is incurred. Permanent indebtedness and
working capital indebtedness may not exceed 100% of our total market value. Our
declaration of trust provides that we may not change our policy regarding
indebtedness without the consent of a majority in interest of our shareholders.

We were formed in June 1991 as a Massachusetts business trust. From
formation until April 1999, we were a closed-end, finite-life REIT not permitted
to finance or invest beyond the proceeds raised in our initial public offering.
In April 1999, we reorganized the Company into an open-ended, infinite-life REIT
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authorized to issue debt and equity securities and make a broader range of
investments. Also in April 1999, we changed our name from American Mortgage
Investors Trust to American Mortgage Acceptance Company. In July 1999, we listed
our shares on the American Stock Exchange.

We have engaged Related AMI Associates, Inc., which we refer to as our
"Advisor," to manage our day-to-day affairs. Our Advisor has subcontracted its
management obligations to its affiliate, Related Capital Company, the nation's
largest non-agency financier of affordable multifamily housing. The management
team responsible for our day-to-day affairs has an average of 12 years of
experience with Related Capital and an average of 20 years experience in the
real estate industry.

Our Industry

We focus our origination and acquisition efforts on several types of
multifamily housing financing. Commercial mortgage lenders originated
multifamily housing loans totaling $26.5 billion in 2000, more than half of
which were insured or guaranteed by an agency of the United States government.
Based upon a Prudential Financial report dated May 2001, we believe that the
estimated total amount of multifamily mezzanine loan originations was $5.77
billion in 2000.

According to the National Multi Housing Council, in the year 2001 there
were 16.1 million apartment units in the United States in buildings of more than
five units valued at over $1.3 trillion. This market has increased from 15.4
million apartment units with an estimated value of $767.1 billion in 1990,
representing an average annual increase in value of 5.5% during the past decade.
Over the past 20 years the multifamily sector has delivered one of the highest
average total investment returns of all real estate property types according to
the National Council of Real Estate Investment Fiduciaries. We believe there
will continue to be a strong demand for multifamily housing related to factors
such as population growth and household formations. The National Association of
Home Builders, in its report released in February 2001, has estimated that this
demand will support production of more than 3.4 million new multifamily units
from 2001 to 2010. Improved capital market discipline, including the lower debt
ratios of America's largest apartment real estate investment trusts, bode well
for the multifamily housing industry. We believe the multifamily housing sector
will continue to be the favored sector for income-producing properties as well
as the top performer in terms of rent increases through mid-2002.

Within the multifamily sector, we focus a portion of our originations on
bridge loans that are secured by interests in affordable multifamily housing. We
believe there is a significant unmet demand for affordable multifamily housing.
According to a United States Department of Housing and Urban Development report
dated January, 2001, 4.9 million households are in need of quality affordable
housing. We believe that affordable multifamily housing provides an excellent
form of collateral, which is further described below under "Our Investment
Strategy —-- Bridge Loans."

Our Investment Strategy

Since our 1999 reorganization, our goal has been to increase the return on
our asset base by investing in higher yielding assets while balancing our risk
by maintaining a portion of our investments in government agency guaranteed or
insured assets and maintaining a conservative capital structure.

We invest in the following types of assets:
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Government Insured and Guaranteed Investments. We generally seek to
maintain approximately 40% of our mortgage investments in government insured or
guaranteed investments. We do this primarily through the acquisition or
origination of mortgage loans on multifamily properties, the principal of which
is insured by FHA, and the acquisition of Ginnie Mae mortgage-backed securities
and pass-through certificates. We may also acquire mortgage-backed securities
insured by Fannie Mae or the Federal Loan Mortgage Corporation ("Freddie Mac").
Government agency insured lending offers us safety, liquidity and moderate
yields, while also providing us with a strong asset base for collateralized
borrowing on favorable terms.

Mezzanine Loans. Mezzanine loans are subordinate to senior mortgages and
generally include a participating component, such as a right to a portion of the
cash flow and refinancing and sale proceeds from the underlying properties.

We seek to capitalize on attractive yields available through the funding of
mezzanine debt in combination with our origination of government insured
multifamily first mortgages. We believe that we are one of the few lenders in
the country who offer mezzanine loans in conjunction with agency-insured first
mortgage loans.

Our mezzanine loans typically finance newly constructed or rehabilitated
market-rate multifamily properties and generally have terms of 40 years with an
option to call the loan on 12 months notice at any time after the 10th
anniversary of the equity loan closing. These loans are typically in a
subordinated mortgage position, are secured by equity interests in the borrower
and have limited recourse to the borrower for the three years from the date of
the loan. We seek properties in growing real estate markets with well
capitalized developers or guarantors. We leverage the expertise of our Advisor
and its affiliates in both the initial underwriting of the property, as well as
in the ongoing monitoring of the property through construction, lease-up and
stabilization.

Bridge Loans. Our bridge loans are typically funded in connection with the
development of multifamily properties which benefit from the LIHTC program. We
believe that since 1989, on average, nearly one-third of each year's new
multifamily property construction contains an affordable component that produces
LIHTCs (from 1989 through 1999 the number of affordable units producing LIHTCs
ranged from 62,000 to 126,000). Due to the equity payment schedule typically
associated with LIHTC investment programs, there can be periods in a
construction cycle where a developer needs short term capital. To capitalize on
this demand, we offer bridge loans to developers with typical terms of
approximately 12 months and which are collateralized by the equity interests in
the property owner. We may also provide bridge loans for properties undergoing
rehabilitation by new owners when we believe the rehabilitation process will add
significant value to the property and reduce our effective loan-to-value ratio
and our risk of loss. Our loans may finance the initial purchase or the
subsequent rehabilitation of a property.

We focus our bridge lending on LIHTC properties because we believe that
default risks ordinarily associated with bridge lending are substantially
reduced by the presence of LIHTCs, the value of which typically averages two to
four times the principal amount of the bridge loan. The beneficial owners of
these LIHTC properties are typically Fortune 500 companies that have invested in
order to receive the tax benefits of the LIHTC which are received ratably over
an 11 year period. In the event that these properties cannot support their debt
service, the beneficial owners have an incentive to maintain the debt service so
that they can avoid foreclosure of their equity interests and the loss of the
tax benefits associated with the LIHTCs. According to Fitch IBCA, loans
underlying CMBS collateralized in part by multifamily properties that benefit
from federal LIHTCs are expected to have reduced risk of default due to indirect
collateral enhancement provided by LIHTCs.
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Commercial Mortgage-Backed Securities. We may invest in subordinated CMBS,
which offer the advantage of significantly higher yields than government insured
and guaranteed investments. The market values of subordinated interests in CMBS
and other subordinated securities tend to be more sensitive to changes in
economic conditions than senior, rated classes. As a result of these and other
factors, subordinated interests generally are not actively traded and may not
provide holders with liquidity of investment.

We currently invest indirectly in CMBS through our convertible preferred
equity investment in ARCap. ARCap specializes in, and is a recognized industry
leader in investing in, non-investment grade and unrated subordinated CMBS. The
CMBS which comprise ARCap's portfolio are collateralized by a diverse range of
underlying properties including multifamily, retail, office and hotel.

Our Capital Structure

We seek to maintain a conservative capital structure, which we believe
distinguishes us from other more highly leveraged mortgage REITs. In this
regard, our declaration of trust limits our use of debt financing. Our permanent
indebtedness may not exceed 50% of our total market value calculated at the time
the debt is incurred. Furthermore, our permanent indebtedness, when combined
with our working capital indebtedness, may not exceed 100% of our total market
value calculated at the time the debt is incurred. As of September 30, 2001, our
indebtedness, all of which was working capital indebtedness, was $43.2 million
and our ratio of indebtedness to total market value was 43.2%.

Our Advisor

Related Capital, a financial services subsidiary of The Related Companies,
L.P., has specialized in offering debt and equity products to mid-market
multifamily owners and developers for over 29 years and has provided debt and
equity financing for over 1,200 properties valued at over $11 billion and
located in 45 states and Puerto Rico. According to the 2001 National
Multihousing Council survey, Related Capital is the third largest owner of
apartments in the United States with ownership interests in 160,860 apartment
units.

Related Capital is currently the nation's largest non-agency provider of
financing for multifamily federal LIHTC housing. In 2000, Related Capital and
its affiliated entities provided over $900 million of debt and equity financing
for affordable multifamily housing. We benefit from the marketing efforts of
Related Capital's origination groups, which offer our bridge loan program in
connection with LIHTC equity investments to developers nationally. We have
access to Related Capital's proprietary client base, which includes some of the
nation's most active and respected developers of affordable multifamily housing.

We also benefit from Related Capital's underwriting and asset management
expertise. Related Capital, through 13 asset management offices throughout the
country, currently provides asset management services for a portfolio of over
765 multifamily properties.

An affiliate of Related Capital also manages another American Stock
Exchange-listed company, Charter Municipal Mortgage Acceptance Company
("CharterMac") . CharterMac predominately invests in tax—-exempt revenue bonds
that secure affordable multifamily housing properties. On October 26, 2001, a
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subsidiary of CharterMac announced that it was acquiring PW Funding, Inc., a
national mortgage banking firm specializing in agency lending to multifamily
housing properties. PW Funding is a Fannie Mae Delegated Underwriting and
Servicing program lender and an FHA lender. In addition, one of PW Funding's
subsidiaries is a Freddie Mac Program Plus Lender. The acquisition is expected
to close by the end of the year, subject to Fannie Mae and Freddie Mac approva
and customary conditions. We believe that we will be able to benefit, through
our affiliation with CharterMac's manager, from the PW Funding acquisition as
may provide us with a pipeline of product for both our bridge lending and our
mezzanine lending products.

The Related Companies, L.P. is one of the nation's largest developers of
premier multifamily and mixed-use real estate assets. Since 1972, The Related
Companies, L.P. and its predecessor, have developed 156 properties, including
142 multifamily properties and 14 commercial properties. Related Management
Company, a division of

The Related Companies, L.P., directly manages 153 multifamily rental propertie
totaling 19,000 residential units. The Related Companies, L.P. currently has 2
fully-financed developments currently under construction, totaling $3.8 billio
the largest of which is AOL Time Warner Center, a 2.8 million square foot mixe
use premier property located in Manhattan at the intersection of Central Park
South and Central Park West. The property will feature AOL Time Warner, Inc.'s
world headquarters, including a CNN broadcasting facility, as well as luxury
retail and restaurants, a Mandarin Oriental Hotel and super-luxury, high-rise
residential units.

General Information

We have elected to be treated as a real estate investment trust (a "REIT"
for federal income tax purposes. This treatment permits us to deduct dividend
distributions to our shareholders for federal income tax purposes, thus
effectively eliminating the "double taxation" that generally results when a
corporation earns income and distributes that income to its shareholders by wa
of dividends. In order to maintain our status as a REIT, we must comply with a
number of requirements under federal income tax law that are discussed under
"Certain Federal Income Tax Considerations."

Our principal executive offices are located at 625 Madison Avenue, New
York, New York 10022. Our telephone number is (212) 421-5333.
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The Offering
Common shares of beneficial interest offered by us..... 3,500,000 shares (1)

Common shares of beneficial interest outstanding
after this offering. ... ...ttt tennnnnnns 7,373,630 shares (2) (

American Stock Exchange symbol............cciiiieeeeo.. AMC

1
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S
2
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d

)
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3)
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(1) 4,025,000 shares if the underwriters exercise their over-allotment option
in full.
(2) Includes 35,000 shares that we will issue to our Advisor upon completion of

this offering (we will issue an additional 5,250 Shares to our Advisor if
the underwriters exercise their over—-allotment in full) pursuant to our
advisory agreement, which entitles our Advisor to receive as compensation a
number of shares equal to 1% of all common shares issued by us.

(3) 7,903,880 shares (including 5,250 shares to be issued as described in
footnote 2 above) if the underwriters exercise their over-allotment option
in full. Does not include 383,924 common shares reserved for issuance under
our Incentive Share Option Plan. Does not include 35,000 common shares
(40,250 assuming exercise of the underwriters' over-allotment) issuable to
the representative of the underwriters upon exercise of its warrant. See
"Underwriting."

Use of Proceeds

We intend to use the net proceeds from the sale of our common shares to
acquire and originate government insured and uninsured mortgage investments
consistent with our investment policy limitations as stated in our declaration
of trust.

The net proceeds from the sale of 3,500,000 common shares will be
approximately $[ ] after deducting the underwriting discount and the estimated
expenses of the offering.

Summary Financial Data

The summary financial data as of December 31, 2000, 1999 and 1998 and for
the years then ended are derived from our audited financial statements for those
years. The summary financial data for the nine months ended September 30, 2000
and 2001 are derived from our unaudited financial statements for those periods.
You should read this summary financial data along with "Management's Discussion
and Analysis of Financial Condition and Results of Operations," and our audited
and unaudited financial statements and notes thereto included and incorporated
by reference in this prospectus beginning on page F-1.

Nine Months Ended September 30, Year Ended D
2001 2000 2000

Operating Data:
Mortgage loan 1NCOME. .. vve v e eeeeeeeeennnnnn $ 2,256,514 $ 1,188,021 $ 1,565,219 s 2,
GNMA INCOME . ¢ v vttt ettt ettt e e eeeeeennaeeeens 1,354,307 355,962 472,693
CMBS INCOME . v v vttt et ettt et eeeeeeeennaeeeens - 2,867,659 3,189,407
Equity in earnings of ARCAP...ccuevveweeen.. 1,788,137 —— 401,096
Temporary investment income................ 46,544 1,845,770 2,084,417 1,
Other 1NCOmMe. .. i ittt ittt ittt eeeeeenns 304,345 444,828 598,307
Net (loss) gain on investments............. (211,572) (392,445) (227,541) 3,
Interest eXPEeNSE . . vttt it eeeeeeeeeeannns (1,099,607) (2,856,936) (3,371,906) (
Other EeXPeNnSeS . .c ittt ittt ittt teeeeeeneenn (793, 384) (1,075,939) (1,393,935) (1,
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Net 1nCome. ...ttt ettt ettt eeennnnns $ 3,645,284 $ 2,376,920 $ 3,317,757 S 6,
Net income per share (basic and diluted)... S 0.95 S 0.62 S 0.86 S
Weighted average shares outstanding (basic

and diluted) ..... .t 3,838,630 3,838,630 3,838,630 3,

Balance Sheet Data: 2001 2000 2000 1999
Total assets. ..o, $ 99,912,427 $ 121,322,167 S 70,438,313 $ 115,565,
Repurchase facilities payable........ $ 43,191,173 s 20,061,000 S 12,655,940 s 19,127,
Total shareholders' equity........... $ 54,720,311 s 55,453,276 S 55,075,873 S 57,091,
9
Capitalization

Our actual capitalization at September 30, 2001, and our capitalization as

adjusted to give effect to the issuance of 3,500,000 common shares in this
offering at an assumed price of $ per share (the closing price on November ,
2001), is set forth below.

Shares of beneficial interest; par value $.10 per share;
12,500,000 shares authorized; 4,213,826 issued and 3,838,630
outstanding (as adjusted 7,748,826 issued and 7,373,630
OUESLANAING) « vt vt ettt et e e e e e e e e e e e e e e e e e e

Treasury shares of beneficial interest; 375,196 shares........

Additional paid-in-capital......ciiii ittt ittt

Distributions in excess of net income............cciiiiieeeenn.

* After deducting estimated underwriting discounts and commissions and

September 30,

S 421,383
(37,520)
68,840,500
(14,655,543)
151,491

$54,720,311

11
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estimated offering expenses payable by us. Includes 35,000 shares that we
will issue to our Advisor (40,250 if the underwriters exercise their
over—allotment option in full) upon completion of this offering pursuant to
our advisory agreement with our Advisor. Assumes no exercise of the
underwriters' over—-allotment option to purchase up to an additional 525,000
shares. Does not include 35,000 common shares (40,250 assuming exercise of
the underwriters' over-allotment) issuable to the representative of the
underwriters upon exercise of its warrant. See "Underwriting."

10

RISK FACTORS

An investment in our common shares involves a number of risks. Before
making an investment decision, you should carefully consider all of the risks
described in this prospectus. If any of the risks discussed in this prospectus
actually occur, our business, financial condition and results of operations
could be materially adversely affected. If this were to occur, the trading price
of our common shares could decline and you may lose all or part of your
investment.

Mortgage investments that are not United States government insured and
non-investment grade mortgage assets involve risk of loss

o General

We intend to continue to originate and acquire uninsured and non-investment
grade mortgage loans and mortgage assets as part of our investment strategy.
Such loans and assets may include mezzanine loans, bridge loans and CMBS. While
holding such interests, we will be subject to risks of borrower defaults,
bankruptcies, fraud and losses and special hazard losses that are not covered by
standard hazard insurance. Also, the costs of financing the mortgage loans could
exceed the return on the mortgage loans. In the event of any default under
mortgage loans held by us, we will bear the risk of loss of principal and
non-payment of interest and fees to the extent of any deficiency between the
value of the mortgage collateral and the principal amount of the mortgage loan.
To the extent we suffer such losses with respect to our investments in mortgage
loans, the value of the Company and the price of our common shares may be
adversely affected.

o Limited recourse loans may limit our recovery to the value of the
mortgaged property

Our mortgage loans are generally non-recourse, except for our mezzanine
loans, which typically have limited recourse provisions for the first three
years from the date of the loan. In addition, limited recourse against the
borrower may be further limited by applicable provisions of the laws of the
jurisdictions in which the mortgaged properties are located or by the selection
of remedies and the impact of those laws on that selection. With respect to our
non-recourse mortgage loans, in the event of a borrower default, the specific
mortgaged property and other assets, if any, pledged to secure the relevant
mortgage loan, may be less than the amount owed under the mortgage loan. As to
those mortgage loans that provide for recourse against the borrower and its
assets generally, there can be no assurance that such recourse will provide a
recovery in respect of a defaulted mortgage loan greater than the liquidation
value of the mortgaged property securing that mortgage loan.

Competition in acquiring desirable mortgage investments may limit the
availability of desirable investments which could, in turn, negatively affect

12
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our ability to maintain our dividend distribution

We compete for mortgage asset investments with numerous public and private
real estate investment vehicles, such as mortgage banks, pension funds, real
estate investment trusts, institutional investors and individuals. Mortgages,
subordinated interests in CMBS and other investments are often obtained through
a competitive bidding process. In addition, competitors may seek to establish
relationships with the financial institutions and other firms from which we
intend to purchase such assets. Many of our anticipated competitors are larger
than us, may have access to greater capital and other resources, may have
management personnel with more experience than our officers or our Advisor and
may have other advantages over us and the Advisor in conducting certain business
and providing certain services. Competition may result in higher prices for
mortgage assets, lower yields and a narrower spread of yields over our borrowing
costs. In addition, competition for desirable investments could delay the
investment of proceeds from this offering in desirable assets, which may, in
turn, reduce earnings per share and may negatively affect our ability to
maintain our dividend distribution. There can be no assurance that we will
achieve investment results that will allow any specified level of cash
distribution.

11

Interest rate fluctuations will affect the value of mortgage assets, net income
and the common shares

o General

Interest rates are highly sensitive to many factors, including governmental
monetary and tax policies, domestic and international economic and political
considerations and other factors beyond our control. Interest rate fluctuations
can adversely affect our income and value of our common shares in many ways and
present a variety of risks, including the risk of a mismatch between asset
yields and borrowing rates, variances in the yield curve and changing prepayment
rates.

o Interest rate mismatch could occur between asset yields and borrowing
rates resulting in decreased yield

Our operating results will depend in large part on differences between the
income from our assets (net of credit losses) and our borrowing costs. We expect
that most of our assets will bear fixed interest rates and will have terms in
excess of five years. We fund the origination and acquisition of a significant
portion of our assets with borrowings which have interest rates that reset
relatively rapidly, such as monthly or quarterly. We anticipate that, in most
cases, the income from our assets will respond more slowly to interest rate
fluctuations than the cost of our borrowings, creating a mismatch between asset
yields and borrowing rates. Consequently, changes in interest rates,
particularly short-term interest rates, may influence our net income. For
example, our borrowings under our repurchase agreements bear interest at rates
that fluctuate with LIBOR. Based on the $43.2 million of borrowings outstanding
under these facilities at September 30, 2001, a 1% change in LIBOR would impact
our annual net income and cash flows by approximately $432,000. Increases in
these rates will tend to decrease our net income and market value of our net
assets. Interest rate fluctuations that result in our interest expense exceeding
interest income would result in our incurring operating losses.

o Prepayment rates can increase, thus adversely affecting yields

The value of our assets may be affected by prepayment rates on investments.
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Prepayment rates are influenced by changes in current interest rates and a
variety of economic, geographic and other factors beyond our control, and
consequently, such prepayment rates cannot be predicted with certainty. To the
extent we originate mortgage loans, we expect that such mortgage loans will have
a measure of protection from prepayment in the form of prepayment lock-out
periods or prepayment penalties. However, such protection may not be available
with respect to investments which we acquire, but do not originate. In periods
of declining mortgage interest rates, prepayments on mortgages generally
increase. If general interest rates decline as well, the proceeds of such
prepayments received during such periods are likely to be reinvested by us in
assets yielding less than the yields on the investments that were prepaid. In
addition, the market value of mortgage investments may, because of the risk of
prepayment, benefit less from declining interest rates than from other
fixed-income securities. Conversely, in periods of rising interest rates,
prepayments on mortgages generally decrease, in which case we would not have the
prepayment proceeds available to invest in assets with higher yields. Under
certain interest rate and prepayment scenarios we may fail to recoup fully our
cost of acquisition of certain investments.

We are dependent on our Advisor and if our Advisor terminates our advisory
agreement, we may not be able to find an adequate replacement advisor

We have no employees, although for administrative purposes we have
appointed officers. We have entered into an advisory agreement with our Advisor
under which our Advisor provides us with all of the services vital to our
operations. We are dependent on our Advisor for the management and
administration of our business and investments. The results of our operations
will be dependent upon the availability of, and our Advisor's ability to
identify and capitalize on, investment opportunities. The agreement may be
terminated (i) without cause by our Advisor or (ii) with or without cause by a
majority of our independent trustees, each without penalty and each upon 60
days' prior written notice to the non-terminating party. If our Advisor
terminates our agreement, we may not be able to find an adequate replacement
advisor.
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Conflicts of interest could arise among our Advisor, Related Capital and us with
respect to investment opportunities

Our Advisor has subcontracted to Related Capital the obligation to provide
the services which our Advisor is required to provide under an advisory
agreement with us. There are risks involved with this arrangement. Under our
advisory agreement, our Advisor and Related Capital are permitted to act as
advisor to any other person or entity having investment policies similar to
ours, including other real estate investment trusts. Generally, in conflict
situations with non-affiliated entities, our Advisor must present an investment
opportunity to us if the opportunity is within our investment objectives and
policies, the opportunity is of a character that could be taken by us, and we
have the financial resources to take advantage of the opportunity. However, to
the extent that other companies advised by or affiliated with our Advisor or
Related Capital have similar investment objectives to ours and have funds
available for investment at the same time as us or to the extent that an
investment is potentially suitable for us and at least one such entity,
conflicts of interest could arise as to which entity should acquire the
investment.

Related Capital effectively controls and manages a closed-end publicly held
limited partnership with similar investment objectives that may invest in
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mortgages suitable for investment by us (although, barring reinvestment of
refinancing proceeds, this entity has fully invested its available funds and is

not permitted to raise additional capital). In addition, an affiliate of Related
Capital is the manager of Charter Municipal Mortgage Acceptance Company
("CharterMac"), which is an American Stock Exchange-listed company which invests

primarily in tax—-exempt mortgage investments but has in the past, and may in the
future, invest in taxable mortgage investments similar to those in which we
invest. For example, CharterMac has recently acquired an interest in ARCap.
Finally Related Capital also effectively controls two Delaware limited liability
companies whose principal lines of business have been the arrangement of credit
enhancements for tax-exempt revenue bonds, although from time to time they may
invest in taxable mortgage investments similar to ours. As of the date of this
prospectus, neither entity is actively operating.

To the extent that these entities, as well as affiliated entities which may
be formed by affiliates of Related Capital in the future, have funds available
for investment at the same time as us and a potentially suitable investment is
offered to us or the affiliated entity, our Advisor will review the affiliated
entity's and our investment portfolios and will determine whether or not the
investment should be made by the affiliated company or by us based upon factors
such as the amount of funds available for investment, yield and portfolio
diversification. If the making of a mortgage loan or other mortgage investment
appears equally appropriate for these entities, the mortgage loan or other
mortgage investment will either be made by a joint venture between two or more
such entities, or will be allocated to one program on a basis of rotation with
the initial order of priority determined by the dates of formation of the
programs.

Conflicts of interest could arise in transactions where we lend to borrowers
affiliated with Related Capital

We have invested in, and may in the future invest in, mortgage investments
secured by properties in which either direct or indirect affiliates of Related
Capital own equity interests in the borrower. Our declaration of trust requires
that any transaction between our Advisor, Related Capital or any of their
affiliates and us be approved by a majority of trustees, including a majority of
the independent trustees, not otherwise interested in the transaction, as being
fair and reasonable and on terms not less favorable to us than those available
from unaffiliated third parties. As of September 30, 2001, we have 6 mortgage
investments to borrowers that are affiliates of Related Capital totaling
approximately $11,728,000. Typically, these affiliate borrowers are limited
partnerships where the general partner is either an affiliate of Related Capital
or an unaffiliated third party with a 1% general partnership interest and the
99% limited partner is a limited partnership in which an affiliate of Related
Capital owns a 1% general partnership interest and one or more Fortune 500
companies own a 99% limited partnership interest.

Every transaction entered into between us and a Related Capital affiliate
raises a potential conflict of interest. In addition to the initial
determination to invest in mortgage investments secured by properties owned by a
Related Capital affiliate, such conflicts of interest with respect to these
mortgage investments include, among others, decisions regarding (i) whether to
waive defaults of such Related Capital affiliate, (ii) whether to foreclose on a
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loan, and (iii) whether to permit additional financing on the properties
securing our investments other than financing provided by us.
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We may not accurately assess investment yields, which may result in losses to us

Before making any investment, our Advisor will consider the expected yield
of the investment and the factors that may influence the yield actually obtained
on such investment. These considerations will affect our or our Advisor's
decision whether to purchase such an investment and the price offered for such
an investment. No assurances can be given that we or our Advisor can make an
accurate assessment of the yield to be produced by an investment. Many factors
beyond our and our Advisor's control are likely to influence the yield on the
investments, including, but not limited to, competitive conditions in the local
real estate market, local and general economic conditions and the quality of
management of the underlying property. Our Advisor's inability to accurately
assess investment yields may result in our purchasing assets that do not perform
as well as expected, which may adversely affect the price of our common shares.

In our loan program with Fannie Mae, we guarantee a first loss position

Under our loan program with Fannie Mae we may originate, on Fannie Mae's
behalf, up to $250 million in construction and permanent loans for multifamily
properties. In the event we were to originate $250 million in loans pursuant to
this program, we would guarantee a first loss position on these loans equal to
the amount lost on the loans of up to a maximum of $21.25 million. If defaults
occur on loans originated by us then we may be required to make an immediate
cash payment of up to the total amount of our first loss position. As of
September 30, 2001, we originated, on Fannie Mae's behalf, loans totaling
approximately $2.2 million and have made forward commitments for an additional
approximately $6.8 million. We also guaranteed construction loans for which we
have issued a forward commitment to originate a loan under the Fannie Mae
program, with respect to which we guarantee repayment of 100% of such
construction loans. Our maximum exposure under the Fannie Mae program and the
forward commitments at September 30, 2001 was $6.0 million. We have not acquired
an interest in any of the loans we have originated on Fannie Mae's behalf.

Volatility of values of mortgaged properties may adversely affect our mortgage
loans

Multifamily and commercial property values and net operating income derived
from such properties are subject to volatility and may be affected adversely by
a number of factors, including, but not limited to, national, regional and local
economic conditions (which may be adversely affected by industry slowdowns and
other factors); local real estate conditions (such as an oversupply of housing,
retail, industrial, office or other commercial space); changes or continued
weakness in specific industry segments; construction quality, age and design;
demographic factors; retroactive changes to building or similar codes; and
increases in operating expenses (such as energy costs). In the event net
operating income decreases, a borrower may have difficulty paying our mortgage
loan, which could result in losses to us. In addition, decreases in property
values reduce the value of the collateral and the potential proceeds available
to a borrower to repay our mortgage loans, which could also cause us to suffer
losses.

We are subject to construction completion risks

Some of our mortgages are secured by multifamily housing properties which
are still in various stages of construction. Construction of such properties
generally takes approximately 12 to 24 months. The principal risk associated
with construction lending is the risk of noncompletion of construction which may
arise as a result of: (i) underestimated initial construction costs (ii) cost
overruns during construction (iii) delays in construction (iv) failure to obtain
governmental approvals and (v) adverse weather and other unpredictable
contingencies beyond the control of the developer. If a mortgage loan is called
due to construction not being completed as required in the mortgage loan
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documents, we may determine to expend additional capital in order to preserve
our investment.

In order to minimize certain risks which may occur during the construction
phase of a property, our Advisor endeavors to obtain in most instances one or
more types of security during such period, including a construction completion
guarantee from the principals of the property owner, personal recourse to the
property owner and
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payment and performance bonding of the general contractor, if any, with respect
to a property securing our investment. In addition, our Advisor may require
principals of the property owner to provide us with an operating deficit
guarantee, covering operating deficits of a property securing an investment
during an agreed-upon period. We may not be able, however, to obtain such
security with respect to certain properties. In other cases, we may decide to
forego certain types of available security if we determine that the security is
not necessary or 1s too expensive to obtain in relation to the risks covered.

Bridge and mezzanine loans involve greater risks of loss than senior loans
secured by income producing properties

We have acquired and expect to continue to acquire bridge and mezzanine
loans. These types of mortgage loans are considered to involve a higher degree
of risk than long-term senior mortgage lending secured by income-producing real
property due to a variety of factors, including the loan becoming unsecured as a
result of foreclosure by the senior lender. We may not recover some or all of
our investment in such loans. In addition, bridge loans and mezzanine loans may
have higher loan to value ratios than conventional mortgage loans resulting in
less equity in the property and increasing the risk of loss of principal.

Subordinated interests are subject to increased risk of first loss or
non-investment grade subordinated interests

We have invested indirectly in subordinated CMBS through our ownership of a
preferred membership interest in ARCap Investors L.L.C. ("ARCap"). Subordinated
CMBS of the type in which ARCap invests include "first loss" and non-investment
grade subordinated interests. A first loss security is the most subordinate
class in a structure and accordingly is the first to bear the loss upon a
default on restructuring or liquidation of the underlying collateral and the
last to receive payment of interest and principal. Such classes are subject to
special risks, including a greater risk of loss of principal and non-payment of
interest than more senior, rated classes. The market values of subordinated
interests in CMBS and other subordinated securities tend to be more sensitive to
changes in economic conditions than more senior, rated classes. As a result of
these and other factors, subordinated interests generally are not actively
traded and may not provide holders with liquidity of investment. With respect to
our investment in ARCap, our ability to transfer our membership interest in
ARCap is further limited by the terms of ARCap's operating agreement.

Participating interests in mortgages may not be available and even if obtained
may not be realized

In connection with the acquisition and origination of mortgages, we have
obtained and may continue to obtain participating interests that may entitle us
to payments based upon a development's cash flow, profits or any increase in the
value of the development that would be realized upon a refinancing or sale of
the development. Competition for participating interests is dependent to a large
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degree upon market conditions. Participating interests are more difficult to
obtain when mortgage financing is available at relatively low interest rates. In
the current interest rate environment, we may have greater difficulty obtaining
participating interests. Participating interests are not government insured or
guaranteed and are therefore subject to the general risks inherent in real
estate investments. Therefore, even if we are successful in investing in
mortgage investments which provide for participating interests, there can be no
assurance that such interests will result in additional payments to us.

Short-term repurchase agreements are our primary method of financing and they
involve risk of loss

We primarily finance and expect to continue to finance primarily through
collateralized borrowing in the form of repurchase agreements, which involve the
sale by us of assets concurrently with an agreement by us to repurchase such
assets at a later date at a fixed price. During the repurchase agreement period,
we continue to receive principal and interest payments on the assets. The use of
borrowing, or "leverage," to finance our assets involves a number of risks,
including the following:
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o If we are unable to renew our borrowings at favorable rates, we may be
forced to sell assets and our profitability may be adversely affected.

We rely primarily on short-term repurchase agreements to finance our
assets. Our ability to achieve our investment objectives depends on our ability
to borrow money in sufficient amounts and on favorable terms and our ability to
renew or replace maturing short-term borrowings on a continuous basis. If we are
not able to renew or replace maturing borrowings, we would be forced to sell
some of our assets under possibly adverse market conditions, which may adversely
affect our profitability. As of September 30, 2001, we had borrowings of $43.2
million outstanding under our repurchase facilities, all of which have 30 day
settlement terms.

o A decline in the market value of our assets may result in margin calls
that may force us to sell assets under adverse market conditions.

Repurchase agreements involve the risk that the market value of the
securities sold by us may decline and that we will be required to post
additional collateral, reduce the amount borrowed or suffer forced sales of the
collateral. If forced sales were made at prices lower than the carrying value of
the collateral, we would experience additional losses. If we are forced to
liquidate our assets to repay borrowings, there can be no assurance that we will
be able to maintain compliance with the REIT asset and source of income
requirements.

o Our use of repurchase agreements to borrow money may give our lenders
greater rights in the event of bankruptcy.

Our total borrowings of $43.2 million at September 30, 2001 were made using
repurchase agreements which require us to pledge certain of our assets to the
respective lenders to secure our obligations thereunder. Borrowings made under
repurchase agreements may qualify for special treatment under the Bankruptcy
Code, which may make it difficult for us to recover our pledged assets if a
lender files for bankruptcy. In addition, if we were to file for bankruptcy,
lenders under our repurchase agreements may be able to avoid the automatic stay
provisions of the Bankruptcy Code and take possession of, and liquidate, the
assets we pledged under these agreements without delay.
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o Liquidation of collateral may jeopardize our REIT status

To continue to qualify as a REIT, we must comply with requirements
regarding our assets and our sources of income. If we are compelled to liquidate
our mortgage investments to satisfy our obligations to our lenders, we may be
unable to comply with these requirements, ultimately jeopardizing our status as
a REIT. For further discussion of the asset and source of income requirements,
and the consequences of our failure to continue to qualify as a REIT, please see
the "Certain Federal Income Tax Considerations" section of this prospectus.

Hedging transactions can limit gains and increase exposure to losses

Although we have not entered into any hedging transactions to date, we may
enter into such transactions primarily to protect us from the effects of
interest rate fluctuations on floating rate debt and also to protect our
portfolio of mortgage assets from interest rate and prepayment rate
fluctuations. Hedging activities may not have the desired beneficial impact on
our results of operations or financial condition. Moreover, no hedging activity
can completely insulate us from the risks associated with changes in interest
rates and prepayment rates.

Hedging involves risk and typically involves costs, including transaction
costs. Such costs increase as the period covered by the hedging increases and
during periods of rising and volatile interest rates. Such costs will limit the
amount of cash available for distributions to shareholders. We intend generally
to hedge as much of the interest rate risk as the Advisor determines is in our
best interests given the cost of such hedging transactions.

REIT provisions of the Internal Revenue Code of 1986, as amended (the
"Code"), may limit our ability to hedge our assets and related borrowings. Any
limitation on our use of hedging techniques may result in greater interest rate
risk.
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Risks related to loans secured by properties that benefit from LIHTCs

The success of our investments in loans secured by properties that benefit
from using LIHTCs will be based in part on the results of operations of the
underlying properties. The value of such loans and the quality of the underlying
properties as collateral for such loans may be affected by other factors, such
as property resale and other restrictive terms.

o Regulations prevent sales of underlying properties for a 15 year
period

The law governing LIHTCs generally prohibits the owners of such properties
from selling the properties during a 15 year tax credit compliance period and
then may require, unless waived, that beginning in year 14 the properties be
offered for sale for approximately a one year period of time at the same price
originally paid for them plus an annual cost of living inflation factor. The
properties will be at least 15 years old when they are sold and may not sell for
the same price as new properties. Factors outside the owner's control, such as
demand for apartments and real estate values generally, will determine whether
the properties can be sold for more than the owner invested in them or the
amount of our mortgage loan. The properties are required to be leased to
low—income tenants at restricted rentals for periods in excess of the 15 year
tax credit compliance period.
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o Terms of government financings could limit revenues

If a property receives government assistance or financing, the terms of the
government assistance or financing (e.g., tenant eligibility, approvals for rent
increases, limitations on the percentage of income which low- and
moderate—-income tenants may pay as rent) could limit the revenue from the
property and depress its value and thereby jeopardize the owner's ability to
repay our mortgage loan. There can be no assurance that government assistance
programs which are intended to benefit a property will be continued by the
assistance provider and that if such assistance is not continued that the
property will generate sufficient additional revenue to substitute for the
discontinued government assistance so as to meet its mortgage or operating
obligations.

Geographic concentration and the credit quality of borrowers may result in
losses

We have not established any limit upon the geographic concentration of
properties securing mortgage loans acquired or originated by us or the credit
quality of borrowers of uninsured mortgage assets acquired or originated by us.
As a result, properties securing our mortgage loans may be overly concentrated
in certain geographic areas and the underlying borrowers of our uninsured
mortgage assets may have low credit quality. We may experience losses due to
geographic concentration or low credit quality.

Changes in mortgage loan programs could adversely affect us

We could be hindered in making investments by adverse changes in the FHA
insurance, Ginnie Mae or Fannie Mae guarantee programs or rules or regulations
relating to them. Generally, once a mortgage has been endorsed for insurance or
guaranteed, subsequent amendments to the rules or regulations would not apply
retroactively to affect preexisting investments, but could affect prospective
investments. Changes to the guarantee programs could adversely affect our
ability to originate or acquire attractive investments.

There are a number of risks associated with being taxed as a REIT

Our REIT status subjects us and our shareholders to a number of risks,
including the following:

o Failure to qualify as a REIT would have adverse tax consequences
for us

In order to maintain our REIT status we must meet a number of requirements.
These requirements are highly technical and complex and often require an
analysis of various factual matters and circumstances that may not be totally
within our control. Even a technical or inadvertent mistake could jeopardize our
REIT status. Furthermore, Congress and the IRS may make changes to the tax laws
and regulations, and the courts may issue new rulings, that
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make it more difficult or impossible for us to remain qualified as a REIT. If we
fail to qualify as a REIT, we would be subject to federal income tax at regular
corporate rates. Therefore, we would have less money available for investments
and for distributions to our shareholders. This may also have an adverse effect
on the market value of our shares. In general, we would not be able to elect
REIT status for four years after a year in which we lose our REIT status.
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o As a REIT, our income can only come from limited types of sources

To qualify as a REIT, at least 75% of our gross income must come from
qualified real estate sources and 95% of our gross income must come from other
sources that are itemized in the REIT tax laws. Therefore, we may have to forego
opportunities to invest in potentially profitable businesses or assets because
they would produce income that could jeopardize our status as a REIT.

o We have certain distribution requirements

As a REIT, we must distribute to shareholders at least 90% of our REIT
taxable income (excluding capital gains). The required distribution limits the
amount we have available for other business purposes, including amounts to fund
our growth. Also, it is possible that because of the differences between the
time we actually receive revenue (such as original issue discount interest
income attributable to our investment in ARCap) or pay expenses and the period
we report those items for distribution purposes, we may have to borrow funds on
a short-term basis to meet the 90% distribution requirement.

o We are also subject to other tax liabilities

As a REIT, we may be subject to certain federal, state and local taxes on
our income and property. Any of these taxes would reduce our operating cash
flow.

For further discussion of the risks associated with REIT taxation, please
see the "Certain Federal Income Tax Considerations" section of this prospectus.

Loss of Investment Company Act exemption would adversely affect us

We intend to conduct our business so as not to become regulated as an
investment company under the Investment Company Act. If we fail to qualify for
this exemption then we would be regulated as an investment company and our
business would be materially adversely affected. Investment company regulations
would prevent us from conducting our business as described in this prospectus
by, among other restrictions, reducing our ability to use borrowings. The
Investment Company Act exempts entities that are primarily engaged in the
business of purchasing or otherwise acquiring mortgages and other liens on and
interests in real estate. Under the current interpretation of Securities
Exchange Commission staff, in order to qualify for this exemption, we must
maintain at least 55% of our assets directly in these qualifying real estate
interests. Mortgage-backed securities that do not represent all the certificates
issued with respect to an underlying pool of mortgages may be treated as
securities separate from the underlying mortgage loans and, thus, may not
qualify for purposes of the 55% requirement. Therefore, our ownership of these
mortgage-backed securities is limited by the provisions of the Investment
Company Act. In meeting the 55% requirement under the Investment Company Act, we
treat as qualifying interests mortgage-backed securities issued with respect to
an underlying pool as to which we hold all issued certificates. If the
Commission or its staff adopts a contrary interpretation, we could be required
to sell a substantial amount of our mortgage-backed securities under potentially
adverse market conditions. Further, in order to insure that we at all times
qualify for the exemption from the Investment Company Act, we may be precluded
from acquiring mortgage-backed securities whose yield is somewhat higher than
the yield on mortgage-backed securities that could be purchased in a manner
consistent with the exemption. The net effect of these factors may be to lower
our net income.

18

21



Edgar Filing: AMERICAN MORTGAGE INVESTORS TRUST - Form S-2

Restrictions on share accumulation in REITs could discourage a change of control
of the Company

In order for us to qualify as a REIT, not more than 50% of the number or
value of the outstanding shares may be owned, directly or indirectly, by five or
fewer individuals during the last half of a taxable year or during a
proportionate part of a shorter taxable year.

In order to prevent five or fewer individuals from acquiring more than 50%
of our outstanding shares, and our resulting failure to qualify as a REIT, our
declaration of trust provides that, subject to certain exceptions, no person may
own, or be deemed to own by virtue of the attribution provisions of the Code,
more than 9.8% of the outstanding shares. The shares most recently acquired by a
person that are in excess of the 9.8% limit will not have any voting rights and
be deemed to have been offered for sale to us for a period subsequent to the
acquisition. Any person who acquires shares in excess of the 9.8% limit is
obliged to immediately give written notice to us and provide us with any
information we may request in order to determine the effect of the acquisition
on our status as a REIT.

While these restrictions are designed to prevent any five individuals from
owning more than 50% of our shares, they also discourage a change in control of
the Company. These restrictions may also deter tender offers that may be
attractive to shareholders or limit the opportunity for shareholders to receive
a premium for their shares if an investor makes purchases of shares to acquire a
block of shares.

Supermajority voting requirements for acquisitions and mergers could discourage
a change of control of the Company

Our declaration of trust requires that 80% of our shareholders and all of
our independent trustees approve exchange offers, mergers, consolidations or
similar transactions involving us in which our shareholders receive securities
in a surviving entity having materially different investment objectives and
policies, or that is anticipated to provide significantly greater compensation
to management, except for transactions affected because of changes in applicable
law, or to preserve tax advantages for a majority in interest of our
shareholders.

Issuances of large amounts of our shares could cause our share price to decline

As of September 30, 2001, there were 3,838,630 common shares outstanding.
This prospectus relates to the sale of up to an additional 3,500,000 common
shares, which may be increased to 4,025,000 common shares if the underwriters
fully exercise their over-allotment option. Furthermore, in connection with this
offering and the issuance of any shares in the future, the Advisor is entitled
to receive as compensation shares equal to 1% of the issuance, which shares vest
over a three year period and are restricted as to their transferability until
they vest. The Advisor will receive 35,000 shares (40,250 shares if the
underwriters exercise their overallotment option in full) in connection with
this offering. We have also granted to the representative of the underwriters
warrants to purchase up to 35,000 common shares (40,250 in the event the
underwriters exercise their over-allotment option). See "Underwriting." In
addition, we may issue common shares under our Incentive Share Option Plan,
which currently provides for the issuance of up to 383,863 common shares.
Finally, our declaration of trust permits our trustees to issue an unlimited
number of shares (subject to the consent of shareholders if required pursuant to
the rules of the American Stock Exchange) .The issuance of shares could cause
dilution of our existing shares and a decrease in the market price.

The recent terrorist attacks in the United States may have a negative effect on
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our earnings

The terrorist attacks which occurred in New York City and Washington D.C.
on September 11, 2001, and the subsequent military actions taken by the United
States and its allies in response, have caused significant uncertainty in the
global financial markets. While the short-term and long-term effects of these
events and their potential consequences are uncertain, they could have a
material adverse effect on general economic conditions, consumer confidence and
market liquidity. Among other things, it is possible that short-term interest
rates may be affected by these events. If short-term interest rates increase
rapidly, it would cause our borrowing costs to increase in comparison to the
interest rates we earn on our mortgage investments. If that were to happen, our
earnings would be negatively affected. In addition, the rate of prepayment on
the mortgages underlying our mortgage investments
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could increase as a result of adverse economic conditions, changes in interest
rates and other factors, all of which could be affected by the events of
September 11, 2001 and their aftermath.

Possible Shareholder Liability

It is possible that certain states may not recognize the limited liability
of shareholders, although our declaration of trust provides that our
shareholders shall not be subject to any personal liability for our acts or
obligations. Our declaration of trust also provides that every written agreement
entered into by us shall contain a provision that our obligations are not
enforceable against our shareholders personally. No personal liability should
attach to our shareholders under any agreement containing such provision;
however, not every written agreement entered into by us contains such a
provision. In certain states, our shareholders may be held personally liable for
contract claims where the underlying agreement does not specifically exclude
shareholder liability. Our shareholders may also be held personally liable for
other claims against us, such as tort claims, claims for taxes and certain
statutory liability. Upon payment of any such liability, however, the
shareholder will, in the absence of willful misconduct on the shareholder's
part, be entitled to reimbursement from our general assets, to the extent such
assets are sufficient to satisfy the claim.

Liability relating to environmental matters may impact the value of the
underlying properties

Under various federal, state and local laws, an owner or operator of real
property may become liable for the costs of removal of certain hazardous
substances released on its property. Such laws often impose liability without
regard to whether the owner or operator knew of, or was responsible for, the
release of such hazardous substances. The presence of hazardous substances may
adversely affect an owner's ability to sell real estate or borrow using real
estate as collateral. To the extent that an owner of an underlying property
becomes liable for removal costs, the ability of the owner to make debt payments
may be reduced, which in turn may adversely affect the value of the relevant
mortgage asset held by us.

Cost of compliance with Americans With Disabilities Act and fire and safety
regulations

Certain underlying properties may be required to comply with the Americans
with Disabilities Act, which has separate compliance requirements for "public
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accommodations" and "commercial facilities," but generally requires that
buildings be made accessible to disabled people. Compliance with the Americans
with Disabilities Act could require removal of access barriers and noncompliance
could result in imposition of fines by the U.S. government or an award of
damages to private litigants.

In addition, owners are required to operate properties in compliance with
fire and safety regulations, building codes, and other land use regulations.
Compliance with such requirements may require owners to make substantial capital
expenditures and these expenditures may impair an owner's ability to make debt
payments, which in turn may adversely affect the value of the relevant mortgage
asset held by us.
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OUR COMPANY
Formation and Background

Our Company was formed on June 11, 1991 as a Massachusetts business trust.
We have elected to be treated as a real estate investment trust ("REIT") for
federal income tax purposes.

From formation until April 1999, we were a closed-end, finite-life REIT not
permitted to finance or invest beyond the proceeds raised in our initial public
offering. We invested our initial public offering proceeds primarily in
government insured mortgages and guaranteed mortgage-backed certificates. In
April 1999, we reorganized the Company into an open-ended, infinite life REIT
authorized to issue debt and equity securities and make a broader range of
investments.

In April 1999, we changed our name from American Mortgage Investors Trust
to American Mortgage Acceptance Company. Our shares of beneficial interest began
trading on the American Stock Exchange on July 1, 1999 under the symbol "AMC".
As of November 29, 2001, there were 3,838,630 common shares of beneficial
interest outstanding.

Portfolio

At September 30, 2001, we had total assets of $99.9 million of which $97.7
million represented mortgage investments. At September 30, 2001, approximately
65% of our assets consisted of mortgages guaranteed or insured by a United
States government agency such as the Federal Housing Authority ("FHA") or the
Government National Mortgage Association ("GNMA" or "Ginnie Mae") or by Fannie
Mae. At September 30, 2001, we owned $46.9 million in Ginnie Mae certificates
and had invested $17.7 million in FHA insured first mortgage loans. We generally
seek to maintain 40% of our mortgage investments in government insured or
guaranteed investments.

At September 30, 2001, we owned $7.4 million in mezzanine loans and $5.5
million in bridge loans funded in connection with the development of multifamily

properties which benefit from the Low Income Housing Tax Credit ("LIHTC")
program under Section 42 of the Internal Revenue Code. We also owned an indirect
investment in commercial mortgage-backed securities ("CMBS") through our $20.2
million preferred equity interest in ARCap Investors L.L.C. ("ARCap").

Ginnie Mae Certificates

As of September 30, 2001, our portfolio included six Government National
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Mortgage Association ("GNMA" or "Ginnie Mae") certificates.

Ginnie Mae is a wholly owned United States government corporation within
the Department of Housing and Urban Development created to support a secondary
market in government-insured and guaranteed mortgage loans. Ginnie Mae
guarantees the timely payment of principal and interest on its securities, which
are backed by pools of FHA and other government agency insured or guaranteed
mortgages. Ginnie Mae certificates are backed by the full faith and credit of
the United States government. Ginnie Mae's are widely held and traded
mortgage-backed securities and therefore provide a high degree of liquidity.

The yield on the GNMA certificates will depend, in part, upon the rate and
timing of principal prepayments on the underlying mortgages in the asset pool.
Generally, as market interest rates decrease, mortgage prepayment rates increase
and the market value of interest rate sensitive obligations like the GNMA
certificates increases. As market interest rates increase, mortgage prepayment
rates tend to decrease and the relative market value of interest rate sensitive
obligations like the GNMAs tends to decrease. The effect of prepayments on yield
is greater the earlier a prepayment of principal is received. Certain of our
GNMAs that are collateralized by mortgage loans on multifamily properties are
generally less subject to prepayment because they have prepayment lockout
periods and prepayment penalties.
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Our portfolio of Ginnie Mae certificates as of September 30, 2001 is
summarized in the table below.

Carrying Outstanding Coupon

Certificate Amount Balance Rate
Western Manor S 2,496,415 S 2,496,416 7.125%
Elmhurst Village (1) 19,602,489 19,480,735 7.745%
Hollows Apartments (2) 8,351,495 8,372,426 7.620%
Copper Commons 2,106,586 2,111,865 8.500%
Reserve at Autumn Creek (3) 13,301,105 13,218,490 7.745%
Sun Coast Capital 1,010,715 982,697 7.000%

Total/Weighted average S 46,868,805 S 46,662,629 7.711%(4)
(1) Construction loan certificate with a remaining balance to fund of $2,267,465.
(2) Construction loan certificate with a remaining balance to fund of $573,674.
(3) Construction loan certificate with a remaining balance to fund of $3,320,210.
(4) Weighted average based on total amount committed for the construction costs.

FHA Insured First Mortgage Loans

As of September 30, 2001, our portfolio included two FHA insured first
mortgage loans. The FHA is part of the United States Department of Housing and
Urban Development created in 1934 under the National Housing Act to insure
mortgages made to finance the construction, rehabilitation, purchase and

Final Pay

March
January
January

August
January
April
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refinancing of multifamily residential housing and other developments.

loans insured by the FHA generally have 40 year terms, not including any

construction period,
States.

Our portfolio of FHA insured first mortgage loans as of September 30,

is summarized in the table below.

Carrying
Property Location Amount
Columbiana Lakes Columbia, SC $ 9,099,026
Stony Brook Village II East Haven, CT 8,629,584

Total/Weighted average

and are backed by the full faith and credit of the United

Outstanding
Mortgage
Balance

$ 8,919,374
8,342,532

(1) Weighted average based on outstanding mortgage balance.

The Columbiana Lakes FHA first mortgage was repaid on October 1,
under an agreement with the obligor of the Columbiana Lakes FHA first mortgage
and related mezzanine loan. Pursuant to the agreement, we accepted $9.6 million

in settlement of amounts due on both loans,

2001,

resulting in a loss on repayment of

approximately $212,000, which was recorded during the three months ended

September 30, 2001.

Mezzanine Financing

Mezzanine loans are subordinate to senior mortgages and may include a

participating component,
refinancing and sale proceeds from the underlying properties.

We seek to capitalize on attractive yields available through the funding of

such as a right to a portion of the cash flow and

mezzanine debt in combination with our origination of government insured
multifamily mortgages. We believe that we are one of the few programs in the
country that offer this mezzanine lending in connection with agency insured

first mortgage loans.
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Our mezzanine loans typically finance newly constructed or rehabilitated
market-rate multifamily properties and generally have terms of 40 years with an

option to call the loan on 12 months notice at any time after the tenth
anniversary of the equity loan closing. These loans are typically in a

subordinated mortgage position,

are secured by equity interests in the borrower
and have limited recourse to the borrower for the three years following the date

of the loan. We seek properties in growing real estate markets with well

capitalized developers or guarantors. We leverage the expertise of our Advisor
and its affiliates in both the initial underwriting of the property,

in the ongoing monitoring of the property through construction,
stabilization.

Mortgage

2001

as well as
lease-up and

Interest Rate
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Our portfolio of mezzanine loans as of September 30, 2001, is summarized in
the table below.

Number of Outstanding Effec
Apartment Carrying Principal Inter
Property Location Units Occupancy Amount Balance Rate
Columbiana Lakes(2) Columbia, SC 204 98.50% $ 146,536 S 563,000 N/A (
Elmhurst Village Oveido, FL 313 44 .70%(5) 2,415,981 2,874,000 10.0
Hollows Apartments Greenville, NC 184 66.98%(5) 1,376,731 1,549,200 10.0
Plaza At San
Jacinto (1) Houston, TX 132 95.50% 1,121,039 1,150,000 11.0
Reserve at Autumn
Creek Friendswood, TX 212 30.00%(5) 1,920,791 1,987,000 10.0
Stony Brook
Village II East Haven, CT 125 99.40% 394,960 763,909 15.3
Total/Weighted average 1,170 $ 7,376,038 $ 8,887,109 10.6
(1) Funded on an earn-out basis based on property performance. Remaining committed balance is $

(2) Repaid on October 1, 2001. See "FHA Insured First Mortgage Loans" above.

(3) Interest on the mezzanine loans is based on a fixed percentage of the unpaid principal balan

related first mortgage loan. The amount shown is the approximate effective
rate earned on the balance of the mezzanine loan.

(4) Weighted average based on outstanding mortgage balance.

(5) Construction not complete and occupancy figure reflects current occupancy as
a ratio of total planned units.

Bridge Loans to LIHTC properties

Our bridge loans are typically funded in connection with the development of
multifamily properties which benefit from the LIHTC program. We believe that
since 1989, on average, nearly one-third of each year's new multifamily property
construction contains an affordable component that produces LIHTCs (from 1989
through 1999 the number of affordable units producing LIHTCs ranged from 62,000
to 126,000). Due to the equity payments schedule associated with the LIHTC
investment programs, there can be periods in a construction cycle where a
developer needs short term capital. To capitalize on this demand, we offer
developers bridge loans with typical terms of approximately 12 months
collateralized by the equity interests in the property owner. We may also
provide bridge loans for properties undergoing rehabilitation by new owners when
we believe the rehabilitation process will add significant value to the property
and reduce our effective loan-to-value ratio and our risk of loss. Our loans may
finance the initial purchase or the subsequent rehabilitation.

We focus our bridge lending on LIHTC properties because we believe that
default risks ordinarily associated with bridge lending are substantially
reduced by the presence of LIHTCs, the value of which typically averages two to
four times the principal amount of the bridge loan. The beneficial owners of
these LIHTC properties are typically Fortune 500 companies that have invested in
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order to receive the tax benefit of the LIHTC which are received ratably over an
11 year period. In the event that these properties cannot support their debt
service, the beneficial owners have an incentive to maintain the debt service so
that they can avoid foreclosure of their equity interests and
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the loss of the tax benefits associated with the LIHTCs. According to Fitch
IBCA, loans underlying CMBS collateralized in part by multifamily properties
that benefit from federal LIHTCs are expected to have reduced risk of default
due to indirect collateral enhancement provided by LIHTCs.

Our portfolio of bridge loans as of September 30, 2001 is summarized in the
table below.

Remaining
Number of Outstanding Committed
Apartment Carrying Principal Balance to
Property Location Units Amount Balance Fund
Alexandrine Detroit, MI 30 S - S -—— (1) $ 378,000
Coronado Terrace San Diego, CA 312 —— — (1) 2,000,000
Miami Sunset Bay Miami, FL 308 1,436,870 1,450,000 ——
Plaza Manor National City, CA 372 —— —— (1) 1,500,000
Rancho Verde San Jose, CA 700 2,243,037 2,262,085 2,237,915
Vista Terrace San Ysidro, CA 262 1,855,124 1,855,124 44,876
Hills  mmmee e e e
Total 1,984 $5,535,031 $5,567,209 $6,160,791
(1) Funded on an as needed basis.

CMBS Through our Preferred Membership Interests in ARCap Investors, L.L.C.

Through our convertible preferred membership interests in ARCap Investors
L.L.C., we have a substantial indirect investment in commercial mortgage-backed
securities ("CMBS") owned by ARCap. ARCap was formed in January 1999 by REMICap,
an experienced CMBS investment manager, and Apollo Real Estate Investors, the
real estate arm of one of the country's largest private equity investors. In
conjunction with a preferred equity offering, REMICap and ARCap merged, making
ARCap the only internally-managed investment vehicle exclusively investing in
subordinated CMBS. As of September 30, 2001, ARCap had $504.3 million in assets,
including investments in $485.0 million of CMBS. Multifamily properties underlie
approximately one-third of ARCap's CMBS.

In September 1999, we acquired a "BB+" rated subordinated CMBS from ARCap.
In connection with this acquisition, we entered into an agreement with ARCap,
which gave us the right to sell the CMBS investment to ARCap and purchase a
preferred equity position in ARCap, all based on the then fair value of the CMBS
investment. In November 2000, we exercised our right to sell the CMBS investment
to ARCap and purchased Series A Preferred Membership Interests in ARCap in the
face amount of $20 million, with a preferred dividend rate of 12%. At September
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30, 2001, the carrying value of our ARCap investment was $20.2 million.

Our equity in the earnings of ARCap will generally be equal to the
preferred equity rate of 12%, unless ARCap does not have earnings and cash flows
adequate to meet this distribution requirement. ARCap has met its distribution
requirements to the Company to date. Yields on CMBS depend, among other things,
on the rate and timing of principal payments, the pass-through rate, interest
rate fluctuations and defaults on the underlying mortgages. Our interest in
ARCap is illiquid and we need to obtain the consent of the board of managers of
ARCap before we can transfer our interest in ARCap to any party other than a
current member. The carrying amount of our investment in ARCap is not
necessarily representative of the amount we would receive upon a sale of the
interest.

ARCap has informed its members that it intends to shift its focus to CMBS
fund management, whereby ARCap will manage CMBS investment funds raised from
third-party investors. ARCap will generally be a minority investor in these
funds. ARCap thereby intends to diversify its revenue base by increasing its
proportion of revenue derived from fees as opposed to interest income.
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Loan Origination Program with Fannie Mae

In March 2000, we entered into a loan origination program with Fannie Mae
in which we originate, on Fannie Mae's behalf, construction and permanent loans
for multifamily properties and receive loss sharing and loan origination fees.
Fannie Mae is the United States' largest source of financing for residential
mortgages and the largest investor in multifamily mortgages.

Under this program, we may originate up to $250 million in loans of no more
than $6 million each over a two year period, which may be extended for up to two
additional one year periods. In the event we were to originate $250 million in
loans pursuant to this program, we would guarantee a first loss position on
these loans equal to the amount lost on the loans of up to a maximum of $21.25
million. We also guaranteed construction loans for which we have issued a
forward commitment to originate a loan under the Fannie Mae program, with
respect to which we guarantee repayment of 100% of such construction loans. As
of September 30, 2001, we originated loans, on Fannie Mae's behalf, totaling
approximately $2.2 million and have made forward commitments for an additional
approximately $6.8 million. Our maximum exposure under the Fannie Mae program
and the forward commitments at September 30, 2001 was $6.0 million. We have not
acquired an interest in any of the loans we have originated on Fannie Mae's
behalf.

Since we entered into the loan program, the level of loan origination
competition has increased, reducing our projected financing volume and
profitability. As a result, we are de-emphasizing this program and evaluating
the possibility of transferring our rights and obligations in the loan program
to a third party.

In order to conduct the program, we organized AMAC/FM Corporation, a
Delaware corporation that we wholly own. From time to time, we expect to make
capital contributions or loans to AMAC/FM in order to ensure that it has
sufficient net worth to satisfy its obligations under the Fannie Mae program. On
April 4, 2000, we transferred the Stony Brook Village II Apartments FHA first
mortgage loan with a principal balance at September 30, 2001 of $8.3 million to
AMAC/FM. AMAC/FM is treated, for federal income tax purposes, as a taxable REIT
subsidiary.
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The following table provides information relating to the loans we have
originated on Fannie Mae's behalf.

Number of

Property Location Apartment Units Loan Amount
Valley View Cedar Rapids, IA 96 $ 2,187,000
Hillside Apartments (1) Minden, LA 60 1,278,000
Alexandrine Square (1) Detroit, MI 30 342,000
Maple Ridge Apartments (1) Jackson, MI 69 1,137,000
Cameron Creek Apartments (1) Dade County, FL 148 3,000,000
Desert View Apartments (1) Coolidge, AZ 372 1,011,000

Total 775 $ 8,955,000
(1) Currently a construction loan with First Union National Bank, which AMAC

has fully guaranteed. Once the underlying property achieves 90% occupancy
for a period of 90 days and net income of 1.15x debt service, this
construction loan will be replaced by permanent financing through our loan
program with Fannie Mae.

Investment Policy
General

Our investment policy has been formulated to maximize the return on our
asset base by investing in a diversified portfolio of insured and a limited
amount of uninsured mortgage assets. Our declaration of trust sets forth our
limitations regarding investments in uninsured assets. Consistent with our
policy of maintaining our status
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as a REIT for federal income tax purposes, substantially all of our assets will
consist of qualified REIT assets under the Code.

Certain Investment Policy Limitations Under our Declaration of Trust

Generally, we intend to invest in mortgage investments, which can generally
be categorized into investments insured or guaranteed by an agency of the United
States or by Fannie Mae and investments that are not insured or guaranteed.
However, for purposes of our investment policy as set forth in our declaration
of trust, we also distinguish between investments we were authorized to make
prior to our April 1999 reorganization and investments we became authorized to
make upon approval of the reorganization.

Prior to our reorganization in 1999, we were generally restricted by our
declaration of trust to investments in FHA insured first mortgages,
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mortgage-backed securities guaranteed by Fannie Mae or the Federal Home Loan
Mortgage Corporation ("Freddie Mac"), and collateralized mortgage obligations
("CMOs") collateralized by guaranteed and insured mortgages or mortgage
certificates. We were, however, permitted to invest up to 7% of our total assets
in non-interest bearing uninsured loans made to developers in connection with
insured mortgage loans made by us.

Subsequent to our reorganization, we broadened our investment policy to
include uninsured mortgage loans, including construction loans, loans

subordinate to a lien on the related real property ("mezzanine loans"), loans
secured by junior liens and used as temporary financing ("bridge loans"),
mortgage derivatives (including IOs), interests in CMBS and other subordinated

mortgage investments.

Investments that we became authorized to make upon approval of our April
1999 reorganization may not comprise, in the aggregate, more than 60% of all of
our mortgage investments. Stated differently, at least 40% of our mortgage
investments must be investments that we were authorized to make prior to our
April 1999 reorganization. Mortgage loans that we originate with the intent of
later securitizing may be accumulated without limit.

Financing
General

We finance at short-term borrowing rates through the use of repurchase
agreements. Under a repurchase agreement, we sell securities to a lender and
agree to repurchase those securities in the future for a price that is higher
than the original sales price. The difference in the sale price we receive and
the repurchase price we pay represents interest paid to the lender. Although
structured as a sale and repurchase obligation, a repurchase agreement operates
as a financing under which we effectively pledge our securities as collateral to
secure a short-term loan which is equal in value to a specified percentage of
the market value of the pledged collateral. We retain beneficial ownership of
the pledged collateral, including the right to distributions. At the maturity of
a repurchase agreement, we are required to repay the loan and concurrently
receive back our pledged collateral from the lender or, with the consent of the
lender, we renew such agreement at the then prevailing financing rate. The
repurchase agreements may require us to pledge additional assets to the lender
in the event the market value of the existing pledged collateral declines.

Repurchase agreements are generally short-term in nature. Should the
providers of the repurchase agreements decide not to renew them at maturity, we
must either refinance these obligations or be in a position to retire the
obligations. If, during the term of a repurchase agreement, a lender should file
for bankruptcy, we might experience difficulty recovering our pledged assets and
may have an unsecured claim against the lender's assets.

Existing Repurchase Facilities
In February 2000, we entered into a $60 million FHA repurchase facility
with Nomura Asset Capital Corporation. This repurchase facility was renewed for
$40 million in February 2001, for a term of one year with a one-time option to
increase the facility to $60 million. This facility enables us to borrow up to

90% of the fair
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market value of FHA first mortgage loans that we own with a qualified hedge (80%
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without a qualified hedge). Generally, this facility bears interest at LIBOR
plus 1.25%. As of September 30, 2001, there was no outstanding balance on this
facility.

In February 2000, we also entered into a repurchase facility with Nomura
Securities International, Inc. This repurchase facility enables us to borrow up
to 95% of the fair market value of GNMA certificates and other qualified
mortgage securities that we own. Generally, this facility bears interest at
LIBOR plus 0.50%. As of September 30, 2001, the amount outstanding under this
facility was $43,191,173, and the weighted average interest rate was 4.07%. All
amounts ou