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PART 1

ITEM 1. FINANCIAL STATEMENTS

RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

ASSETS D

Cash and cash equivalents

Restricted cash

Investment securities, trading

Investment securities available-for-sale, pledged as collateral, at fair value
Investment securities available-for-sale, at fair value
Linked transactions, net at fair value

Loans held for sale

Property held-for-sale

Investment in real estate

Loans, pledged as collateral and net of allowances of $4.5 million and $13.8
million (of which $83.0 million and $0 at fair value)
Loans receivable-related party net of allowances of $936,000 and $0
Investments in unconsolidated entities

Derivatives, at fair value

Interest receivable

Deferred tax asset

Principal paydown receivable

Intangible assets

Prepaid expenses

Other assets

Total assets

LIABILITIES @

Borrowings (of which $94.9 million and $0 at fair value)
Distribution payable

Accrued interest expense

Derivatives, at fair value

Accrued tax liability

Deferred tax liability

Accounts payable and other liabilities

Total liabilities

EQUITY

Preferred stock, par value $0.001: 10,000,000 shares authorized 8.50% Series A

cumulative redeemable preferred shares, liquidation preference $25.00
per share, 1,011,743 and 680,952 shares issued and outstanding

Preferred stock, par value $0.001: 10,000,000 shares authorized 8.25% Series B

September 30,
2014
(unaudited)

$163,269
83,604
9,187
204,843
76,175
14,272
91,382
29,581

1,744,899

4,172
60,540
21,618
14,831
4,853
34,297
10,254
4,529
20,075
$2,592,381

$1,590,958
30,340
3,875
8,830
3,131
11,331
1,648,465

1

cumulative redeemable preferred shares, liquidation preference $25.00 per share 5

4,734,495 and 3,485,078 shares issued and outstanding

Preferred stock, par value $0.001: 10,000,000 shares authorized 8.625% Series
C cumulative redeemable preferred shares, liquidation preference $25.00 per

share 4,800,000 and O shares issued and outstanding

5

December 31,
2013

$262,270
63,309
11,558
162,608
52,598
30,066
21,916
25,346
29,778

1,369,526

6,966
69,069
8,965
5,212
6,821
11,822
2,871
10,726
$2,151,427

$1,319,810
27,023
1,693
10,586
1,629
4,112
12,650
1,377,503
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Common stock, par value $0.001: 500,000,000 shares authorized; 133,406,123
and 127,918,927 shares issued and outstanding (including 2,742,476 and
3,112,595 unvested restricted shares)
Additional paid-in capital
Accumulated other comprehensive income (loss)
Distributions in excess of earnings
Total stockholders’ equity
Non-Controlling interests
Total equity
TOTAL LIABILITIES AND EQUITY

(Back to Index)
3

133

1,224,533
3,990
(296,253
932,414
11,502
943,916
$2,592,381

128

1,042,480
(14,043
(254,645
773,924
773,924
$2,151,427
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS - (Continued)
(in thousands, except share and per share data)

(1) Assets of consolidated VIEs included in total assets:
Restricted cash
Investment securities available-for-sale, pledged as collateral, at fair value
Loans held for sale
Loans, pledged as collateral and net of allowances of $4.0 million and
$8.8 million (of which $83.0 million and $0 at fair value)
Interest receivable
Prepaid expenses
Principal paydown receivable
Other assets
Total assets of consolidated VIEs

(2) Liabilities of consolidated VIEs included in total liabilities:
Borrowings (of which $94.9 million and $0 at fair value)
Accrued interest expense
Derivatives, at fair value
Accounts payable and other liabilities
Total liabilities of consolidated VIEs

The accompanying notes are an integral part of these statements

(Back to Index)
4

September 30,
2014
(unaudited)

$80,633
110,376
36,674

1,405,788

8,066

217

34,100

(12
$1,675,842

$1,214,923
1,280
7,958

(418
$1,223,743

December 31,
2013

$61,372
105,846
2,376

1,219,569

5,627
247
6,821

) —

$1,401,858

$1,070,339
918

10,191
1,604
$1,083,052
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except share and per share data)

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
REVENUES
Interest income:
Loans $27,026 $24,374 $73,474 $78,370
Securities 5,168 3,411 12,563 10,949
Interest income — other 1,647 679 5,481 3,180
Total interest income 33,841 28,464 91,518 92,499
Interest expense 11,589 11,762 31,836 34,061
Net interest income 22,252 16,702 59,682 58,438
Rental income 1,118 4,649 7,777 15,875
Dividend income 16 223 169 256
Equi‘ty. in‘ net earnings (losses) of unconsolidated 387 (535 ) 4.663 (888
subsidiaries
Fee income 2,344 1,245 7,166 4,182
Net u‘n.reahzefl gains and gains on sales of investment 7,546 570 15,487 3.355
securities available-for-sale and loans
Net re‘:f:}lized aqd unrealized gains (losses) on investment 376 (229 ) (1.834 ) (864
securities, trading
Unreahzed galps (losses) and net interest income on 177 1,161 7.494 (4343
linked transactions, net
Total revenues 34,716 23,786 100,604 76,011
OPERATING EXPENSES
Management fees — related party 3,606 5,113 10,000 11,006
Equity compensation — related party 798 2,120 4,497 7,866
Rental operating expense 695 3,523 5,168 11,084
General and administrative 11,586 2,898 30,936 8,761
Depreciation and amortization 562 904 2,158 3,041
Income tax (benefit) expense (237 ) 722 (667 ) 4,221
Net impairment losses recognized in earnings — 255 — 811
Provision (recovery) for loan losses 1,439 741 (1,739 ) 541
Total operating expenses 18,449 16,276 50,353 47,331
16,267 7,510 50,251 28,680
OTHER REVENUE (EXPENSE)
Loss on the reissuance of debt (1,867 ) — (2,469 ) —
Other expense — — (1,262 ) —
(Loss) gain on sale of real estate (69 ) 16,607 2,973 16,607
Total other revenue (1,936 ) 16,607 (758 ) 16,607
NET INCOME 14,331 24,117 49,493 45,287
Net income allocated to preferred shares (5,545 ) (1,996 ) (11,303 ) (5,107
Net income allocable to non-controlling interest, net of (1458 )y — (1069 )y —

taxes
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NET INCOME ALLOCABLE TO COMMON SHARES $7,328
NET INCOME PER COMMON SHARE - BASIC $0.06

NET INCOME PER COMMON SHARE - DILUTED  $0.06
WEIGHTED AVERAGE NUMBER OF COMMON 129.654.365
SHARES OUTSTANDING - BASIC T
WEIGHTED AVERAGE NUMBER OF COMMON 131.227.759
SHARES OUTSTANDING - DILUTED B
The accompanying notes are an integral part of these statements

(Back to Index)
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$22,121
$0.18
$0.18

124,212,032

126,072,682

$37,121
$0.29
$0.29

127,434,378

128,705,916

$40,180
$0.34
$0.34

116,471,142

117,973,978
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

(unaudited)
Three Months Ended
September 30,
2014 2013
Net income $14,331 $24,117
Other comprehensive income:
Reclass1f%cat10n. adjustment for gains (losses) 3.974 396
included in net income
Unregl.lzed (losses) gains on available-for-sale 8.956 1723
securities, net
Reclassification adjustments associated with
unrealized losses from interest rate hedges included 71 129
in net income
Unrealized gains on derivatives, net 1,160 498
Foreign currency translation 23 (23
Total other comprehensive income 14,184 2,723
Comprehens'lve income before allocation to 28.515 26.840
non-controlling interests and preferred shares
Allocation to non-controlling interests (1,458 ) —
Allocation to preferred shares (5,545 ) (1,996
Comprehensive income allocable to common shares $21,512 $24.844

The accompanying notes are an integral part of these statements

(Back to Index)
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Nine Months Ended
September 30,

2014 2013
$49,493 $45,287
8,161 (4,728
7,466 11,644
212 322
2,351 2,480
(157 ) (23
18,033 9,695
67,526 54,982
(1,069 ) —
(11,303 ) (5,107
$55,154 $49,875
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014

(in thousands, except share and per share data)

(unaudited)

Common Stock

Shares

Balance,
January 1, 2014
Proceeds from
dividend
reinvestment and 4,597,265
stock purchase

plan

Proceeds from

issuance of —
preferred stock

Offering costs —

Stock basqd 889.931
compensation
Amortization of
stock based —
compensation
Contribution from
non-controlling —
interests

Net Income —
Preferred

dividends

Securities
available-for-sale,
fair value

adjustment, net
Designated
derivatives, fair —
value adjustment
Foreign currency
translation —
adjustment
Distributions on
common stock
Balance,

4

PrefBred@reddrred
Shafssafdsarkdditional

AmougteriﬁsriSsr

Paid-In

i€apital

127,918,927 $128 $1 $3 — $1,042,480

25,412

156,716
(4,571 )

4,496

September 30, 133,406,123 $133 $1 $5 $5 $1,224,533

2014
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Accumulated

Other et&ll)liSt ibutionsI'otal
Comprehe E;/reltlnnﬁ)écess Stockhol
(Loss) O%amings Equity

derl\slon—Con’ffothhg
Interests Equity

Income

$(14,043) $—%(254,645) $773,924 $— $773,924
— —_ 25,416 — 25,416

— —_ 156,723 — 156,723
— —_ 4,571 ) — 4,571 )
— —_ 1 — 1

— —_ 4,496 — 4,496

_ - — 10,433 10,433

— 48,424 48,424 1,069 49,493

— (D1;303 (11,303 ) — (11,303 )
15,627 —_ 15,627 — 15,627
2,563 —_ 2,563 — 2,563
(157 ) — — (157 ) — (157 )
— 371608 ) (78,729 ) — (78,729 )

$3,990  $—$(296,253) $932,414 $11,502 $943,916
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The accompanying notes are an integral part of these statements

(Back to Index)
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10
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash (used in) provided by operating

activities:

Provision (recovery) for loan losses

Depreciation of investments in real estate and other
Amortization of intangible assets

Amortization of term facilities

Accretion of net discounts on loans held for investment
Accretion of net discounts on securities available-for-sale
Amortization of discount on notes securitization
Amortization of debt issuance costs on notes of securitizations
Amortization of discounts on convertible notes
Amortization of stock-based compensation

Amortization of terminated derivative instruments
Distribution accrued to preferred stockholders

Accretion of interest-only available-for-sales securities
Non-cash incentive compensation to the Manager
Deferred income tax (benefit) expense

Change in mortgage loans held for sale, net

Purchase of securities, trading

Principal payments on securities, trading

Proceeds from sales of securities, trading

Net realized and unrealized loss on investment securities, trading
Net realized gain on sales of investment securities available-for-sale and loans

Loss on the reissuance of debt

Gain on the sale of real estate

Net impairment losses recognized in earnings

Linked transactions fair value adjustments

Equity in net (earnings) losses of unconsolidated subsidiaries
Changes in operating assets and liabilities, net of acquisitions
Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in restricted cash, net of acquisitions

Purchase of securities available-for-sale

Principal payments received on securities available-for-sale
Proceeds from sale of securities available-for-sale
Proceeds from (investment in) unconsolidated entity
Acquisition of Moselle CLO S.A.

Nine Months Ended
September 30,

2014 2013
$49,493 $45,287
(1,739 541
2,252 1,638
1,541 1,463
— 876
(2,045 (8,306
(2,847 (1,925
70 3,937
2,596 2,868
896 —
4,497 7,866
212 322

— (5,107
(573 (714
— 484
(689 502
(42,178 —
(4,000 (11,044
50 4211
379 18,713
1,834 864
(15,487 (3,355
2,469 —
(2,973 (16,607
— 802
(5,713 5,224
(4,663 888
6,756 17,404
(9,862 66,832
18,328 30,079
(145,138 (120,599
40,748 33,010
117,367 7,025
8,911 (25,508
(30,433 —

)

)

11
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Proceeds from real estate held-for-sale
Improvement of real estate held-for-sale
Purchase of loans

Principal payments received on loans
Proceeds from sale of loans

Distributions from investments in real estate
Improvements in investments in real estate

The accompanying notes are an integral part of these statements

(Back to Index)
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31,639
(667,774
315,778
76,314

(225

37,001
(404

) (555,051
487,606
314,112
522

) (365

12
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

Purchase of furniture and fixtures

Acquisition of property and equipment

Investment in loans - related parties

Principal payments received on loans — related parties
Settlement of derivative instruments for investment
Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from issuances of common stock (net of offering costs of $0 and
$4,228)

Net proceeds from dividend reinvestment and stock purchase plan (net of offering

costs of $0 and $0)
Proceeds from issuance of 8.5% Series A redeemable
preferred shares (net of offering costs of $203 and $3)
Proceeds from issuance of 8.25% Series B redeemable
preferred shares (net of offering costs of $363 and $1,091)
Proceeds from issuance of 8.625% Series C redeemable
preferred shares (net of offering costs of $4,005 and $0)
Minority interest equity
Proceeds from borrowings:

Repurchase agreements
Warehouse agreement
Collateralized debt obligations
Senior Secured Revolving Credit Facility

Reissuance of debt
Payments on borrowings:

Collateralized debt obligations
Mortgage Payable
Warehouse agreement
Payment of debt issuance costs
Settlement of derivative instruments
Payment of equity to third party sub-note holders
Distributions paid on preferred stock
Distributions paid on common stock
Net cash provided by (used in) financing activities
NET(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD
SUPPLEMENTAL DISCLOSURE:

Nine Months Ended
September 30,

2014 2013
(69 ) (128
362 ) —
(849 ) —
2,706 499
(19,245 ) —
(252,304 ) 207,799
— 114,018
25,416 19,092
8,397 112
27,940 51,057
115,815 —
12,676 2,200
49,234 143,203
43,000 —
235,344 —
35,500 —
39,635 —
(301,040 ) (450,437
— (13,600
(33,719 ) —
(7,284 ) (1,740
(23 ) —
(2,183 ) (6,952
(7,907 ) (4,389
(77,636 ) (68,010
$163,165 $(215,446
(99,001 ) 59,185
262,270 85,278
$163,269 $144,463

A P

13
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Interest expense paid in cash $26,782
Income taxes paid in cash $3,293

The accompanying notes are an integral part of these statements

(Back to Index)
9

$28,391
$8,997

14
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

(unaudited)

NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION

Resource Capital Corp. and subsidiaries’ (collectively the ‘‘Company’’) principal business activity is to purchase and
manage a diversified portfolio of commercial real estate-related assets and commercial finance assets. The Company’s
investment activities are managed by Resource Capital Manager, Inc. (‘‘Manager’’) pursuant to a management agreement
(the ‘‘Management Agreement’’). The Manager is a wholly-owned indirect subsidiary of Resource America, Inc.
(“Resource America”) (NASDAQ: REXI). In September 2013, it was determined that the Company is a variable
interest entity ("VIE") and that Resource America is the primary beneficiary of the Company. Therefore, the
Company's financial statements will be consolidated into Resource America's financial statements. The following
subsidiaries are consolidated in the Company’s financial statements:

RCC Real Estate, Inc. (“RCC Real Estate”) holds real estate investments, including commercial real estate loans,
commercial real estate-related securities and investments in real estate. RCC Real Estate owns 100% of the equity of
the following VIEs:

Resource Real Estate Funding CDO 2006-1, Ltd. (“RREF CDO 2006-1"), a Cayman Islands limited liability company
and qualified real estate investment trust (“REIT”) subsidiary (“QRS”). RREF CDO 2006-1 was established to complete a
collateralized debt obligation (“CDO”) issuance secured by a portfolio of commercial real estate ("CRE") loans and
commercial mortgage-backed securities (“CMBS”).

Resource Real Estate Funding CDO 2007-1, Ltd. (“RREF CDO 2007-1"), a Cayman Islands limited liability company
and QRS. RREF CDO 2007-1 was established to complete a CDO issuance secured by a portfolio of CRE loans and
CMBS.

Resource Capital Corp. CRE Notes 2013, Ltd. (“RCC CRE Notes 2013”), a Cayman Islands limited liability company
and QRS. RCC CRE Notes 2013 was established to complete a CRE securitization issuance secured by a portfolio of
CRE loans.

Resource Capital Corp. 2014-CRE2, Ltd. ("RCC CRE 2014"), a Cayman Islands limited liability company and QRS.
RCC CRE 2014 was established to complete a CRE securitization issuance secured by a portfolio of CRE loans.

.RCC Commercial, Inc. (“RCC Commercial”) holds an investment in Northport TRS, LLC ("Northport LLC") and owns
100% of the equity of the following VIE:

Apidos CDO III, Ltd. (“Apidos CDO III”’), a Cayman Islands limited liability company and taxable REIT subsidiary
(“TRS”). Apidos CDO III was established to complete a CDO issuance secured by a portfolio of bank loans and
asset-backed securities (“ABS”).

RCC Commercial II, Inc. (“Commercial II”’) holds structured notes, available-for-sale and investments in the
subordinated notes of foreign syndicated bank loan collateralized loan obligations ("CLO"). Commercial I owns
100%, 68.3%, and 88.6% respectively, of the equity of the following VIEs:

Apidos Cinco CDO, Ltd. (“Apidos Cinco CDO”), a Cayman Islands limited liability company and TRS. Apidos Cinco
CDO was established to complete a CDO issuance secured by a portfolio of bank loans, ABS and corporate bonds.
Whitney CLO I, Ltd. ("Whitney CLO I"), a Cayman Islands limited liability company and TRS. In September 2013,
the Company substantially liquidated Whitney CLO I and, as a result, all of the assets were sold.

Moselle CLO S.A. ("Moselle CLO"), incorporated in Luxembourg, is a CLO issuer whose assets consist of European
senior secured loans, U.S. senior secured loans, U.S. senior unsecured loans, U.S. second lien loans, European
mezzanine loans, and a limited amount of synthetic securities and other eligible debt obligations.

RCC Commercial III, Inc. (“Commercial III"”) holds bank loan investments. Commercial IIT owns 90% of the equity of
the following VIE:

15



Edgar Filing: Resource Capital Corp. - Form 10-Q

Apidos CDO I, Ltd. (“Apidos CDO I"’), a Cayman Islands limited liability company and TRS. Apidos CDO I was
established to complete a CDO issuance secured by a portfolio of bank loans and ABS.

Resource TRS, Inc. (“Resource TRS”), a TRS directly owned by the Company, holds the Company’s equity investment
tn a leasing company and holds all of its investment securities, trading. Resource TRS also owns equity in the
following:

Resource TRS, LLC, a Delaware limited liability company, which holds an investment in Northport LLC.

(Back to Index)
10

16
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RESOURCE CAPITAL CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
SEPTEMBER 30, 2014

(unaudited)

Northport LLC, a Delaware limited liability company, which holds bank loan investments and the Company's
self-originated middle market loans.

Pelium Capital Partners, L.P., ("Pelium Capital") a Delaware limited partnership, which holds investment securities,
trading. Resource TRS owns 80.4% of the equity in Pelium Capital.

Resource TRS 11, Inc. (“Resource TRS II’), a TRS directly owned by the Company, holds the Company’s management
rights in bank loan CLOs not originated by the Company. Resource TRS II owns 100% of the equity of the following
VIE:

Resource Capital Asset Management (“RCAM?”), a domestic limited liability company, which is entitled to collect
senior, subordinated, and incentive fees related to three CLO issuers to which it provides management services
through CVC Credit Partners, LLC, formerly Apidos Capital Management, a subsidiary of CVC Capital Partners
SICAV-FIS, S.A., a private equity firm (“CVC”). Resource America, Inc. owns a 33% interest in CVC Credit Partners,
LLC, ("CVC Credit Partners").

Resource TRS 111, Inc. (“Resource TRS IIT”), a TRS directly owned by the Company, holds the Company’s interests in a
bank loan CDO originated by the Company. Resource TRS III owns 33% of the equity of the following VIE:

Apidos CLO VIII, Ltd (“Apidos CLO VIII”’), a Cayman Islands limited liability company and TRS. Apidos CLO VIII
was established to complete a CLO issuance secured by a portfolio of bank loans and corporate bonds. The Company
is the primary beneficiary of Apidos CLO VIII and therefore consolidates 100% of this VIE in its financial

statements. In October 2013, the Company substantially liquidated Apidos CLO VIII, and as a result, all of the assets
were sold.

Resource TRS IV, Inc. (“Resource TRS IV”), a TRS directly owned by the Company, holds the Company's equity
tnvestment in hotel condominium units acquired in conjunction with a loan foreclosure. The hotel condominium units
were sold in April 2014.

Resource TRS V, Inc. (“Resource TRS V), a TRS directly owned by the Company, held the Company's equity
investment in a held for sale condominium complex. All of the condominiums were sold as of December 31, 2013.
RSO EquityCo, LLC owns 10% of the equity of Apidos CDO I and 10% of the equity of Apidos CLO VIII.

Long Term Care Conversion, Inc. ("LTCC"), a TRS directly owned by the Company, is a Delaware corporation which
owns 100% of the following entity:

Long Term Care Conversion Funding ("LTCC Funding"), a New York limited liability company, which owns a
50.2% interest in Life Care Funding, LLC ("LCF") and provides funding through a financing facility to fund the
acquisition of life settlement contracts.

LCF, a New York limited liability companys, is a joint venture between LTCC and Life Care Funding Group Partners
and was established for the purpose of originating and acquiring life settlement contracts.

RCC Residential, Inc. ("RCC Residential"), a TRS directly owned by the Company, is a Delaware corporation which
owns 100% of the following entities:

Primary Capital Mortgage, LLC ("PCM"), (formerly known as Primary Capital Advisors LLC) , a limited liability
company which originates and services residential mortgage loans.

RCM Global Manager, LLC ("RCM Global Manager"), a Delaware limited liability company, owns 63.8% of the
following entity:

RCM Global, LLC ("RCM Global"), a Delaware limited liability company, holds a portfolio of investment securities,
available-for-sale.

RCC Residential Portfolio, Inc. ("RCC Resi Portfolio"), a Delaware corporation directly owned by the Company,
invests in residential mortgage-backed securities (“RMBS”).
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RCC Residential Portfolio TRS, Inc. ("RCC Resi TRS"), a TRS directly owned by the Company, is a Delaware
corporation which intends to hold strategic residential positions which cannot be held by RCC Resi Portfolio.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The accompanying consolidated financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (“GAAP”). The consolidated financial statements include the
accounts of the Company.

All inter-company transactions and balances have been eliminated.

Residential Mortgage Loans Held for Sale

The Company originates residential loans to be funded by permanent investors. The Company may sell or retain the
right to service a loan. Mortgage loans held for sale are valued at the lower of cost or market, determined on an
aggregate basis for each type of loan after the net effect of any hedging activities including interest rate lock
commitments and freestanding loan-related derivatives. Market value is determined using sales commitments to
permanent investors or on current market rates for loans of similar quality and type. To the extent the transfer of assets
qualifies as a sale, the asset is derecognized and the gain or loss is recorded on the sale date. In the event the transfer
of assets does not qualify as a sale, the transfer would be treated as a secured borrowing.

Recent Accounting Standards

In August 2014, the Financial Accounting Standards Board ("FASB") issued guidance that clarifies the disclosures
management must make in its interim and annual financial statement footnotes when management has determined that
conditions exist that raise substantial doubt about the entity’s ability to continue as a going concern within one year
after the date the financial statements are issued (or within one year after the date the financial statements are available
to be issued when applicable). In accordance with this guidance, management’s assessment is required to be made each
reporting period and should be based on relevant conditions and events that are known and reasonably knowable at the
date the financial statements are issued. In all cases, to the extent that substantial doubt about the entity’s ability to
continue as a going concern is determined to be probable, management must disclose the principal conditions or
events that gave rise to the substantial doubt about the entity’s ability to continue as a going concern, management’s
evaluation of the significance of those conditions or events in relation to the entity’s ability to meet its obligations, and
management’s plans that either alleviated or are intended to mitigate the conditions or events that gave rise to the
substantial doubt about the entity’s ability to continue as a going concern. Additionally, to the extent substantial doubt
about the entity’s ability to continue as a going concern is not alleviated by management’s plans, management must
indicate in the footnotes that there is substantial doubt about the entity’s ability to continue as a going concern. This
guidance is effective for the annual period ending after December 15, 2016, and for annual periods and interim periods
thereafter. Early adoption is permitted. The Company does not expect adoption will have a material impact on its
consolidated financial statements.

In August 2014, the FASB issued guidance that provides for the election of a measurement alternative when a
reporting entity determines that it is the primary beneficiary of a collateralized financing entity and, hence, is required
to consolidate that collateralized financing entity. The measurement alternative allows a qualifying, consolidated
collateralized financing entity to use the more observable of the fair value the financial assets or the fair value of
financial liabilities adjusted by the carrying amount of non-financial assets, the fair value of any beneficial interests
retained by the reporting entity (including those beneficial interest that represent compensation for services).
Alternatively, if the measurement alternative is not elected for a qualifying, consolidated collateralized financing
entity, this guidance requires that the financial assets and financial liabilities be measured in accordance with Topic
820, and any difference in the fair value of the financial assets and the fair value of the financial liabilities would be
reflected in earnings and attributed to the reporting entity in the consolidated statement of income (loss). This
guidance is effective for public business entities for annual periods, and interim periods within those annual periods,
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beginning after December 15, 2015. Early adoption is permitted as of the beginning of an annual period. The

Company is currently evaluating the effect of adoption but does not expect adoption will have a material impact on its
consolidated financial statements.
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In June 2014, the FASB issued guidance that changes the accounting for repurchase-to-maturity transactions to
secured borrowing accounting and requires separate accounting for a transfer of a financial asset executed
contemporaneously with a repurchase agreement with the same counterparty, which will result in secured borrowing
accounting for the repurchase agreement for repurchase arrangements. This amendment also requires additional
disclosure for certain transactions comprising a transfer of a financial asset accounted for as a sale and an agreement
with the same transferee entered into in contemplation of the initial transfer that results in the transferor retaining
substantially all of the exposure to the economic return on the transferred financial asset throughout the term of the
transaction. This guidance is effective for the first interim or annual period beginning after December 15, 2014. The
Company expects to show assets, liabilities, income and expense gross on its consolidated financial statements and
provide the additional required disclosure.

In April 2014, the FASB issued guidance that changes the requirements for reporting discontinued operations. The
amendments in this update require an entity to present, for each comparative period, the assets and liabilities of a
disposal group that includes a discontinued operation separately in the asset and liability sections of the statement of
financial position. The amendments in this update also require additional disclosures about discontinued operations
and new disclosures for disposal transactions of individually significant components of an entity that do not meet the
definition of a discontinued operation. Additionally, this guidance both permits and expands the disclosures about an
entity’s significant continuing involvement with a discontinued operation. This guidance is effective for all disposals or
classifications as held for sale of components of an entity that occur within annual periods beginning on or after
December 15, 2014, and interim periods within those years. Early adoption is permitted for disposals that have not
been reported in financial statements previously issued or available for sale. The Company has early adopted the
provisions of this guidance. Adoption did not have a material impact on the Company's consolidated financial
statements.

In January 2014, the FASB issued guidance that clarifies when a creditor is considered to have received physical
possession of residential real estate property collateralizing a consumer mortgage loan. Furthermore, the guidance
requires interim and annual disclosure of the amount of foreclosed residential real estate property held by the creditor
and the recorded investment in consumer mortgage loans collateralized by residential real estate property that are in
the process of foreclosure according to local requirements of the applicable jurisdiction. This guidance is effective for
annual periods, and interim periods within those annual periods, beginning after December 15, 2014. The Company is
currently evaluating the effect of adoption, but does not expect adoption will have a material impact on its
consolidated financial statements.

In June 2013, the FASB issued guidance which clarifies the characteristics of an investment company, provides
comprehensive guidance for assessing whether an entity is an investment company and requires an investment
company to measure non-controlling ownership interests in other investment companies at fair value rather than using
the equity method of accounting. The guidance also requires additional disclosure. This guidance was effective for an
entity’s interim and annual reporting periods in fiscal years that began after December 15, 2013. Earlier application
was prohibited. Adoption did not have a material impact on the Company's consolidated financial statements.
Reclassifications

Certain reclassifications have been made to the 2013 consolidated financial statements to conform to the 2014
presentation.

NOTE 3 - VARIABLE INTEREST ENTITIES

The Company has evaluated its securities, loans, investments in unconsolidated entities, liabilities to subsidiary trusts
issuing preferred securities (consisting of unsecured junior subordinated notes) and its securitizations in order to
determine if the issuing entities qualify as VIEs. The Company monitors these investments and, to the extent it has
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determined that it owns a material investment in the current controlling class of securities of a particular entity,
analyzes the entity for potential consolidation. The Company will continually analyze investments and liabilities,
including when there is a reconsideration event, to determine whether such investments or liabilities are VIEs and
whether such VIE should be consolidated or deconsolidated.
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Consolidated VIEs (the Company is the primary beneficiary)

Based on management’s analysis, the Company is the primary beneficiary of 10 VIEs at September 30, 2014: Apidos
CDO I, Apidos CDO III, Apidos Cinco CDO, Apidos CLO VIII, RREF CDO 2006-1, RREF CDO 2007-1, Whitney
CLO I, RCC CRE Notes 2013, RCC CRE Notes 2014, and Moselle CLO. In performing the primary beneficiary
analysis for Apidos CDO I, Apidos CDO III, Apidos Cinco CDO, Apidos CLO VIII, RREF CDO 2006-1, RREF CDO
2007-1, RCC CRE Notes 2013 and RCC CRE Notes 2014, it was determined that the parties that have the power to
direct the activities that are most significant to each of these VIEs and who have the right to receive benefits and the
obligation to absorb losses that could potentially be significant to these VIEs, are a related party group. It was then
determined that the Company was the party within that group that is more closely associated to each such VIE
considering the design of the VIE, the principal-agency relationship between the Company and other members of the
related-party group, and the relationship and significance of the activities of the VIE to the Company compared to the
other members of the related-party group.

Apidos CDO I, Apidos CDO III, Apidos Cinco CDO, Apidos CLO VIII, RREF CDO 2006-1, RREF CDO 2007-1,
RCC CRE Notes 2013 and RCC CRE 2014 were formed on behalf of the Company to invest in real estate-related
securities, CMBS, property available-for-sale, bank loans, corporate bonds and asset-backed securities, and were
financed by the issuance of debt securities. The Manager manages these entities on behalf of the Company. By
financing these assets with long-term borrowings through the issuance of bonds, the Company seeks to generate
attractive risk-adjusted equity returns and to match the term of its assets and liabilities. The primary beneficiary
determination for each of these VIEs was made at each VIE’s inception and is continually assessed.

Moselle CLO is a European securitization in which the Company purchased a $40.0 million interest in the form of
subordinate notes representing 100% of the Class 1 Subordinated Notes and 67.9% of the Class 2 subordinated Notes
in February 2014. The CLO is managed by an independent third-party and such collateral management activities were
determined to be the activities that most significantly impact the economic performance of the CLO. Though neither
the Company nor one of its related parties manages the CLO, due to certain unilateral kick-out rights within the
collateral management agreement it was determined that the Company had the power to direct the activities that most
significantly impact the economic performance of Moselle CLO. Having both the power to direct the activities that
most significantly impact Moselle CLO and a financial interest that is expected to absorb both positive and negative
variability in the CLO that could potentially be significant, the Company was determined to be the the primary
beneficiary of Moselle CLO and, therefore, consolidated the CLO.

Whitney CLO I is a securitization in which the Company acquired rights to manage the collat