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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Annual Report”) includes forward-looking statements within the meaning of

Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities

Exchange Act of 1934, as amended (the “Exchange Act”). All statements other than statements of historical fact

contained in this Annual Report, including statements regarding our future results of operations and financial position,

strategy and plans, and our expectations for future operations, are forward-looking statements. The words “anticipate,”
“estimate,” “expect,” “project,” “plan,” “intend,” “believe,” “may,” “might,” “will,” “should,” “can have,” “likely,” “continue,
words and terms of similar expressions are intended to identify forward-looking statements.

EEINT3 LN 29 ¢

We have based these forward-looking statements largely on our current expectations and projections about future
events and trends that we believe may affect our financial condition, results of operations, strategy, short-term and
long-term business operations and objectives and financial needs. Although we believe that the expectations reflected
in our forward-looking statements are reasonable, actual results could differ from those expressed in our
forward-looking statements. Our future financial position and results of operations, as well as any forward-looking
statements are subject to change and inherent risks and uncertainties. You should consider our forward-looking
statements in light of a number of factors that may cause actual results to vary from our forward-looking statements
including, but not limited to:

risks discussed under the heading “Risk Factors” in this Annual Report, as well as our combined consolidated financial
statements, related notes, and the other financial information appearing elsewhere in this Annual Report and our other
filings with the United States Securities and Exchange Commission (“SEC”);

changes in general economic conditions, in our industry and in the commercial finance and the real estate markets;
changes to our business and investment strategy;

our ability to obtain and maintain financing arrangements;

the financing and advance rates for our assets;

our actual and expected leverage;

the adequacy of collateral securing our loan portfolio and a decline in the fair value of our assets;

tnterest rate mismatches between our assets and our borrowings used to fund such investments;

changes in interest rates and the market value of our assets;

changes in prepayment rates on our assets;

the effects of hedging instruments and the degree to which our hedging strategies may or may not protect us from
interest rate and credit risk volatility;

the increased rate of default or decreased recovery rates on our assets;

the adequacy of our policies, procedures and systems for managing risk effectively;

a potential downgrade in the credit ratings assigned to our investments;

the impact of and changes in governmental regulations, tax laws and rates, accounting guidance and similar matters;
our ability to maintain our qualification as a real estate investment trust (“REIT”) for U.S. federal income tax purposes
and our ability and the ability of our subsidiaries to operate in compliance with REIT requirements;

our ability and the ability of our subsidiaries to maintain our and their exemptions from registration under the
Investment Company Act of 1940, as amended (the ‘‘Investment Company Act”);

potential liability relating to environmental matters that impact the value of properties we may acquire or the
properties underlying our investments;

the inability of insurance covering real estate underlying our loans and investments to cover all losses;

the availability of investment opportunities in mortgage-related and real estate-related instruments and other
securities;

fraud by potential borrowers;

the availability of qualified personnel;

the degree and nature of our competition;
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.the market trends in our industry, interest rates, real estate values, the debt securities markets or the general economy;

and
the prepayment of the mortgages and other loans underlying our mortgage-backed and other asset-backed securities.
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You should not rely upon forward-looking statements as predictions of future events. In addition, neither we nor any
other person assumes responsibility for the accuracy and completeness of any of these forward-looking statements.
The forward-looking statements contained in this Annual Report are made as of the date hereof, and the Company
assumes no obligation to update or supplement any forward-looking statements.
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REFERENCES TO LADDER CAPITAL CORP

Ladder Capital Corp is a holding company and its primary asset is a controlling equity interest in Ladder Capital

Finance Holdings LLLP (“LCFH” or the “Operating Partnership”) and each series thereof, directly or indirectly. Unless

the context suggests otherwise, references in this report to “Ladder,” “Ladder Capital,” the “Company,” “we,” “us” and “our” 1
(1) prior to the February 2014 initial public offering (“IPO”) of the Class A common stock of Ladder Capital Corp and

related transactions, to LCFH (“Predecessor”) and its combined consolidated subsidiaries and (2) after our IPO and

related transactions, to Ladder Capital Corp and its combined consolidated subsidiaries.
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Item 1. Business
Overview

We are an internally-managed real estate investment trust (“REIT”) that is a leader in commercial real estate finance. As
a non-bank lender with a proprietary loan origination platform and an established national footprint, we believe that

we are well-positioned to benefit from the opportunities arising from the diminished supply of debt capital and the
substantial demand for new financings in the commercial real estate sector. We believe that our comprehensive,
fully-integrated in-house infrastructure, access to a diverse array of committed financing sources and highly
experienced management team of industry veterans will allow us to continue to grow our business prudently as we
endeavor to capitalize on profitable opportunities in various market conditions.

We conduct our business through three major business lines: commercial mortgage lending, investments in securities
secured by first mortgage loans, and investments in selected net leased and other real estate assets. Historically, we
have been able to generate attractive risk-adjusted returns by flexibly allocating capital among these well-established,
complementary business lines. We believe that we have a competitive advantage through our ability to offer a wide
range of products, providing complete solutions across the capital structure to our borrowers. We apply a
comprehensive underwriting approach to every loan and investment that we make, rooted in management’s deep
understanding of fundamental real estate values and proven expertise in these three complementary business lines
through multiple economic and credit cycles.

One of our key business strategies is originating conduit loans, which are first mortgage loans on stabilized, income
producing commercial real estate properties that are available for sale in commercial mortgage-backed securities
(“CMBS”) securitizations. From our inception in October 2008 through December 31, 2014, we originated $9.2 billion
of conduit loans, $8.7 billion of which were sold into 27 CMBS securitizations, making us, by volume, the second
largest non-bank contributor of loans to CMBS securitizations in the United States in such period. The securitization
of conduit loans has been a consistently profitable business for us and enables us to reinvest our equity capital into
new loan originations or allocate it to other investments. In addition to conduit loans, we originated $2.6 billion of
balance sheet loans held for investment from our inception through December 31, 2014. During this timeframe, we
also acquired $7.9 billion of investment grade-rated securities secured by first mortgage loans on commercial real
estate and $1.0 billion of selected net leased and other real estate assets. Although our securities investments and real
estate assets remain available for opportunistic sales, these balance sheet business lines provide for a stable base of net
interest and rental income and are complementary to our conduit lending activities.

We are led by a disciplined and highly aligned management team, the majority of which has worked together for more
than a decade. As of December 31, 2014, our management team and directors held interests in our Company
comprising 13.3% of our total equity. On average, our management team members have 26 years of experience in the
industry. Our management team includes Brian Harris, Chief Executive Officer; Michael Mazzei, President; Greta
Guggenheim, Chief Investment Officer; Pamela McCormack, Chief Strategy Officer and General Counsel; Marc Fox,
Chief Financial Officer; Thomas Harney, Head of Merchant Banking & Capital Markets; and Robert Perelman, Head
of Asset Management.

As of December 31, 2014, we had $5.8 billion in total assets and $1.5 billion of total equity capital. As of that date,
our assets included $1.9 billion of loans, $2.8 billion of securities and $769.0 million of real estate.

Our primary sources of revenue include net interest income on our investments, which comprised 36.8%, 23.2% and
40.2% of our total net interest income after provision for loan losses and total other income (“net revenues”) for the
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years ended December 31, 2014, 2013 and 2012, respectively, and income from sales of loans, net, which represents

the income we earn from regular sales and securitizations of certain commercial mortgage loans, and which comprised
48.7%, 46.7% and 61.1% of our net revenues for the years ended December 31, 2014, 2013 and 2012, respectively. In
addition, net interest income on our investments, comprised 112.4%, 38.6% and 58.9% of our net income for the years
ended December 31, 2014, 2013 and 2012, respectively, and income from sales of loans, net, comprised 148.8%,

77.7% and 89.5% of our net income for the years ended December 31, 2014, 2013 and 2012, respectively. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Reconciliation of non-GAAP
Financial Measures” for a definition of net revenues and a reconciliation to total net interest income after provision for
loan losses and total other income. We also generate net rental revenues from certain of our real estate and fee income
from our loan originations and the management of our institutional bridge loan partnership.
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Ladder was founded in October 2008. As of December 31, 2014, we were capitalized by public investors, our
management team and a group of leading global institutional investors, including affiliates of Alberta Investment
Management Corp., GI Partners, Ontario Municipal Employees Retirement System and TowerBrook Capital Partners
(“TowerBrook™). We have built our business to include 66 full-time industry professionals by hiring experienced
personnel known to us in the commercial mortgage industry. Doing so has allowed us to maintain consistency in our
culture and operations and to focus on strong credit practices and disciplined growth.

We have a diversified and flexible financing strategy supporting our business operations, including significant
committed term financing from leading financial institutions. As of December 31, 2014, we had $4.2 billion of debt
financing outstanding. This financing was comprised of $1.6 billion of financing from the Federal Home Loan Bank
(“FHLB”), $683.9 million committed secured term repurchase agreement financing, $747.8 million of other securities
financing, $447.4 million of third-party, non-recourse mortgage debt, $319.6 million in aggregate principal amount of
7.375% senior notes due October 1, 2017 (the “2017 Notes”) and $300.0 million of in aggregate principal amount of
5.875% senior notes due August 1, 2021 (the “2021 Notes” and, collectively with the 2017 Notes, the “Notes”), $11.0
million of borrowings under our $50.0 million Credit Agreement, $46.8 million of borrowings under our Credit and
Security Agreement and $25.0 million of financing from our Revolving Credit Facility. In addition, as of

December 31, 2014, we had $1.1 billion of committed, undrawn funding capacity available, consisting of $39.0
million of availability under our $50.0 million Credit Facility, $50.0 million of availability under our $75.0 million
Revolving Credit Facility, $289.0 million of undrawn committed FHLB financing and $0.8 billion of other undrawn
committed financings. As of December 31, 2014, our debt-to-equity ratio was 2.8:1.0, as we employ leverage
prudently to maximize financial flexibility.

Recent Developments
REIT Election

In anticipation of the Company’s election to be subject to tax as a REIT beginning with its 2015 taxable year (the “REIT
Election”), we effected an internal realignment as of December 31, 2014 that we believe permits us to operate as a

REIT, subject to the risk factors described herein. See “Risk Factors—Risks Related to Our Taxation as a REIT.” As part
of this realignment, LCFH and certain of its wholly-owned subsidiaries were serialized in order to segregate our
REIT-qualified assets and income from our non-REIT-qualified assets and income. Pursuant to such serialization, all
assets and liabilities of LCFH and each such subsidiary were identified as taxable REIT subsidiary (“TRS”) assets and
liabilities (e.g., our conduit securitization and condominium sales businesses) or REIT assets and liabilities (e.g.,

balance sheet loans, real estate and most securities), and were allocated on our internal books and records into two

pools within LCFH or such subsidiary, Series TRS and Series REIT (collectively, the “Series”), respectively.

On January 1, 2015, the Company began operating as a REIT for U.S. federal income tax purposes. In connection
therewith, on February 26, 2015, the Company held a special meeting of stockholders where eligible holders of the
Company’s Class A and Class B common stock approved (i) amendments to the Company’s certificate of incorporation
to help ensure that the Company satisfies the ownership and other requirements for qualification as a REIT and protect
the Company from adverse consequences for REITs related to concentration of ownership and (ii) amendments to the
Company’s Tax Receivable Agreement. Following the special meeting, the Company filed an amended and restated
certification of incorporation with the Delaware Secretary of State, effective as of February 27, 2015.

10
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Our Business Segments
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We invest primarily in loans, securities and other interests in U.S. commercial real estate, with a focus on senior
secured assets. Our complementary business segments are designed to provide us with the flexibility to
opportunistically allocate capital in order to generate attractive risk-adjusted returns under varying market conditions.
The following table summarizes the value of our investment portfolio as reported in our combined consolidated

financial statements as of the dates indicated below ($ in thousands):

December 31, 2014  December 31, 2013

December 31, 2012

Loans

Conduit first mortgage loans $417,955 $440,490 $623,333
Balance sheet first mortgage loans 1,358,985 411,655 229,926
Other commercial real estate-related loans 162,068 127,423 96,392
Total loans 1,939,008 979,568 949,651
Securities

CMBS investments 2,683,745 1,422,995 833,917
U.S. Agency Securities investments 131,821 234,251 291,645
Total securities 2,815,566 1,657,246 1,125,562
Real Estate

Real estate and related lease intangibles, net 768,986 624,219 380,022
Total real estate 768,986 624,219 380,022
Total investments 5,523,560 3,261,033 2,455,235
Cash, cash equivalents and cash collateral held by 118,656 107.263 109,169
broker

Other assets 181,445 120,767 64,626
Total assets $5,823,661 $3,489,063 $2,629,030

We invest in the following types of assets:
Loans

Conduit First Mortgage Loans. We originate conduit loans, which are first mortgage loans that are secured by
cash-flowing commercial real estate and are available for sale to securitizations. These first mortgage loans are
typically structured with fixed interest rates and generally have five- to ten-year terms. Our loans are directly
originated by an internal team that has longstanding and strong relationships with borrowers and mortgage brokers
throughout the United States. We follow a rigorous investment process, which begins with an initial due diligence
review; continues through a comprehensive legal and underwriting process incorporating multiple internal and
external checks and balances; and culminates in approval or disapproval of each prospective investment by our
Investment Committee. Conduit first mortgage loans in excess of $50.0 million also require approval of our board of
directors’ Risk and Underwriting Committee.

11
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Although our primary intent is to sell our conduit first mortgage loans to CMBS trusts, we generally seek to maintain
the flexibility to keep them on our balance sheet or otherwise sell them as whole loans to third-party institutional
investors. From our inception in 2008 through December 31, 2014, we originated and funded $9.2 billion of conduit
first mortgage loans and securitized $8.7 billion of such mortgage loans in 27 separate transactions, including two
securitizations in 2010, three securitizations in 2011, six securitizations in 2012, six securitizations in 2013 and ten
securitizations in 2014. We generally securitize our loans together with certain financial institutions, which to date
have included affiliates of Deutsche Bank Securities Inc., J.P. Morgan Securities LLC, UBS Securities LLC and Wells
Fargo Securities, LLC, and we have also completed two single-asset securitizations. During the years ended
December 31, 2014, 2013 and 2012, conduit first mortgage loans remained on our balance sheet for a weighted
average of 45, 67 and 78 days prior to securitization, respectively. As of December 31, 2014, we held 15 first
mortgage loans that were substantially available for contribution into a securitization with an aggregate book value of
$418.0 million. Based on the loan balances and the “as-is” third-party Financial Institutions Reform, Recovery and
Enforcement Act of 1989 (“FIRREA”) appraised values at origination, the weighted average loan- to-value ratio of this
portfolio was 58.6% at December 31, 2014.

Balance Sheet First Mortgage Loans. We also originate and invest in balance sheet first mortgage loans secured by
commercial real estate properties that are undergoing transition, including lease-up, sell-out, and renovation or
repositioning. These mortgage loans are structured to fit the needs and business plans of the property owners, and
generally have London Interbank Offered Rate (“LIBOR”) based floating rates and terms (including extension options)
ranging from one to five years. Balance sheet first mortgage loans are originated, underwritten, approved and funded
using the same comprehensive legal and underwriting approach, process and personnel used to originate our conduit
first mortgage loans. Balance sheet first mortgage loans in excess of $20.0 million also require the approval of our
board of directors’ Risk and Underwriting Committee.

We generally seek to hold our balance sheet first mortgage loans for investment. These investments have been
typically repaid at or prior to maturity (including by being refinanced by us into a new conduit first mortgage loan
upon property stabilization). As of December 31, 2014, we held a portfolio of 46 balance sheet first mortgage loans
with an aggregate book value of $1.4 billion. Based on the loan balances and the “as-is” third-party FIRREA appraised
values at origination, the weighted average loan-to-value ratio of this portfolio was 62.8% at December 31, 2014.

Other Commercial Real Estate-Related Loans. We selectively invest in note purchase financings, subordinated debt,
mezzanine debt and other structured finance products related to commercial real estate, which are generally held for
investment. As of December 31, 2014, we held a portfolio of 31 other commercial real estate-related loans with an
aggregate book value of $162.1 million. Based on the loan balance and the “as-is” third-party FIRREA appraised values
at origination, the weighted average loan-to-value ratio of the portfolio was 76.2% at December 31, 2014.

12
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The following charts set forth our total outstanding conduit first mortgage loans, balance sheet first mortgage loans

and other commercial real estate-related loans as of December 31, 2014 and a breakdown of our loan portfolio by loan
size and geographic location and asset type of the underlying real estate.

13
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CMBS Investments. We invest in CMBS secured by first mortgage loans on commercial real estate and own
predominantly AAA-rated securities. These investments provide a stable and attractive base of net interest income and
help us manage our liquidity. We have significant in-house expertise in the evaluation and trading of CMBS, due in
part to our experience in originating and underwriting mortgage loans that comprise assets within CMBS trusts, as
well as our experience in structuring CMBS transactions. AAA-rated CMBS investments in excess of $50 million and
all other securities positions in excess of $26.0 million require the approval of our board of directors’ Risk and
Underwriting Committee. As of December 31, 2014, the estimated fair value of our portfolio of CMBS investments
totaled $2.7 billion in 186 CUSIPs ($14.4 million average investment per CUSIP). As of that date, 98.4% of our
CMBS investments were rated investment grade by Standard & Poor’s Ratings Group (“Standard & Poor’s”), Moody’s
Investors Service, Inc. (“Moody’s”) or Fitch Ratings Inc. (‘“Fitch”), consisting of 80.2% AAA/Aaa-rated securities and
18.1% of other investment grade-rated securities, including 13.7% rated AA/Aa, 1.7% rated A/A and 2.8% rated
BBB/Baa. In the future, we may invest in CMBS securities or other securities that are unrated. As of December 31,
2014, our CMBS investments had a weighted average duration of 4.1 years. The commercial real estate collateral
underlying our CMBS investment portfolio is located throughout the United States. As of December 31, 2014, by
property count and market value, respectively, 41.1% and 68.7% of the collateral underlying our CMBS investment
portfolio was distributed throughout the top 25 metropolitan statistical areas (“MSAs”) in the United States, with 4.4%
and 30.3% of the collateral located in the New York-Newark-Edison MSA, and the concentrations in each of the
remaining top 24 MSAs ranging from 0.5% to 3.3% by property count and 0.2% to 9.8% by market value.

U.S. Agency Securities Investments. Our U.S. Agency Securities portfolio consists of securities for which the

principal and interest payments are guaranteed by a U.S. government agency, such as the Government National
Mortgage Association (“Ginnie Mae”), or by a government-sponsored enterprise (a “GSE”), such as the Federal National
Mortgage Association (“Fannie Mae”) or Federal Home Loan Mortgage Corporation (“Freddie Mac”). In addition, these
securities are secured by first mortgage loans on commercial real estate. As of December 31, 2014, the estimated fair
value of our portfolio of U.S. Agency Securities was $131.8 million in 49 CUSIPs ($2.7 million average investment

per CUSIP), with a weighted average duration of 4.7 years. The commercial real estate collateral underlying our U.S.
Agency Securities portfolio is located throughout the United States. As of December 31, 2014, by market value 50.0%
and 36.5% of the collateral underlying our U.S. Agency Securities, excluding the collateral underlying our Agency
interest-only securities, was located in California and New York, respectively, with no other state having a
concentration greater than 10.0%. By property count, New York represented 40.4%, and California represented

32.7%, with no other state’s concentration greater than 10.0%. While the specific geographic concentration of our
Agency interest-only securities portfolio as of December 31, 2014 is not obtainable, risk relating to any such possible
concentration is mitigated by the interest payments of these securities being guaranteed by a U.S. government agency

or a GSE.

Real Estate

Commercial Real Estate Properties. As of December 31, 2014, we owned 46 single tenant properties with an
aggregate book value of $398.9 million. These properties are fully leased on a net basis where the tenant is generally
responsible for payment of real estate taxes, property, building and general liability insurance and property and
building maintenance expenses. As of December 31, 2014, our net leased properties comprised a total of 2.7 million
square feet and had a 100% occupancy rate, an average age since construction of 8.6 years and a weighted average
remaining lease term of 18.2 years.

As of December 31, 2014, we owned 26 office buildings with an aggregate book value of $253.2 million. We owned a
portfolio of 13 office buildings in Richmond, VA with a book value of $106.9 million through a separate joint

venture, a portfolio of four office buildings in St. Paul, MN with a book value of $62.4 million through a separate joint

14
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venture, a 26-story office building in Minneapolis, MN with a book value of $50.1 million through a separate joint
venture, a portfolio of seven office buildings in Richmond, VA with a book value of $19.4 million through a separate
joint venture and a 13-story office building in Southfield, MI with a book value of $14.4 million through a joint
venture.

For further details regarding our portfolio of commercial real estate properties, including state of operation, see
“Properties.”

Residential Real Estate. During the year ended December 31, 2014, we sold 113 condominium units, generating
aggregate gains on sale of $19.1 million. We intend to sell the remaining units over time. As of December 31, 2014,
we owned 220 residential condominium units at Veer Towers in Las Vegas, NV with a book value of $57.2 million
through a joint venture. As of December 31, 2014, the condominium units were 55.4% rented and occupied. During
the year ended December 31, 2014, the Company recorded $3.1 million of rental income from the condominium units.

10
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During the year ended December 31, 2014, we sold 72 condominium units, generating aggregate gains on sale of $4.7
million. We intend to sell the remaining units over time. As of December 31, 2014, we owned 252 residential
condominium units at Terrazas River Park Village in Miami, FL with a book value of $59.7 million. As of

December 31, 2014, the condominium units were 84.6% rented and occupied. During the year ended December 31,
2014, the Company recorded $5.1 million of rental income from the condominium units.

Other Investments

Institutional Bridge Loan Partnership. In 2011, we established an institutional partnership (“LCRIP I”’) with a Canadian
sovereign pension fund to invest in first mortgage bridge loans that meet predefined criteria. Our partner owns 90% of
the limited partnership interest and we own the remaining 10% on a pari passu basis and we act as general partner. We
retain discretion over which loans to present to LCRIP I and our partner retains the discretion to accept or reject
individual loans. As the general partner, we have engaged our advisory entity to manage the assets of LCRIP I and
earn management fees and incentive fees from LCRIP I. In addition, we are entitled to retain origination fees of up to
1% on loans that we sell to LCRIP I and on a case-by-case basis as approved by our partner, may retain certain exit
fees. As of December 31, 2014, LCRIP I owned $37.2 million of first mortgage bridge loan assets that were financed
by $3.1 million of term debt. Debt of LCRIP I is nonrecourse to the limited and general partners, except for customary
nonrecourse carve-outs for certain actions and environmental liability. As of December 31, 2014, the book value of
our investment in LCRIP I was $3.9 million.

Unconsolidated Joint Venture. In connection with the origination of a loan in April 2012, we received a 25% equity
kicker with the right to convert upon a capital event. On March 22, 2013, we refinanced the loan and we converted our
equity kicker interest into a 25% limited liability company membership interest in Grace Lake JV, LLC (“Grace Lake
LLC”). As of December 31, 2014, Grace Lake LL.C owned an office building campus with a carrying value of $68.6
million, which is net of accumulated depreciation of $12.7 million, that is financed by $75.7 million of long-term debt.
Debt of Grace Lake LLC is nonrecourse to the limited liability company members, except for customary nonrecourse
carve-outs for certain actions and environmental liability. As of December 31, 2014, the book value of our investment
in Grace Lake LLC was $2.1 million.

Other Asset Management Activities. As of December 31, 2014, we also managed a separate CMBS investment
account for a private investor with total assets of $1.2 million. As of October 2012, we are no longer purchasing any
new investments for this account. However, we will continue to manage the existing investments until their full
repayment or other disposition.

Our Financing Strategies

Our financing strategies are critical to the success and growth of our business. We manage our financing to
complement our asset composition and to diversify our exposure across multiple capital markets and counterparties.

We fund our investments in commercial real estate loans and securities through multiple sources, including the

$611.6 million of gross cash proceeds we raised in our initial equity private placement beginning in October 2008, the
$257.4 million of gross cash proceeds we raised in our follow-on equity private placement in the third quarter of 2011,
proceeds from the issuance of the $325.0 million of 2017 Notes in 2012, the $238.5 million of net proceeds from the
issuance of Class A common stock in 2014, proceeds from the issuance of the $300.0 million of 2021 Notes in 2014,
current and future earnings and cash flow from operations, existing debt facilities, and other borrowing programs in
which we participate.

We finance our portfolio of commercial real estate loans using committed term facilities provided by multiple
financial institutions, with total commitments of $1.2 billion at December 31, 2014 and through our FHLB
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membership. As of December 31, 2014, there was $509.0 million outstanding under the term facilities. We finance
our securities portfolio, including CMBS and U.S. Agency Securities, through our FHLB membership, a $300.0
million committed term master repurchase agreement from a leading domestic financial institution and uncommitted
master repurchase agreements with numerous counterparties. As of December 31, 2014, we had total outstanding
balances of $922.6 million under all securities master repurchase agreements. We finance our real estate investments
with nonrecourse first mortgage loans. As of December 31, 2014, we had outstanding balances of $447.4 million on
these nonrecourse mortgage loans.

In addition to the amounts outstanding on our other facilities, we had $1.6 billion of borrowings from the FHLB
outstanding at December 31, 2014. As of December 31, 2014, we also had a $50.0 million Credit Agreement, with
$11.0 million of borrowings outstanding, a $46.8 million Credit and Security Agreement, with $46.8 million of
borrowings outstanding, a $75.0 million Revolving Credit Facility, with $25.0 million of borrowings outstanding and
$619.6 million of Notes issued and outstanding. See Note 7, Debt Obligations in our combined consolidated financial
statements for the year ended December 31, 2014 included elsewhere in this Annual Report for more information
about our financing arrangements.

11
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We enter into interest rate and credit spread derivative contracts to mitigate our exposure to changes in interest rates
and credit spreads. We generally seek to hedge the interest rate risk on the financing of assets that have a duration
longer than five years, including newly-originated conduit first mortgage loans, securities in our CMBS portfolio if
long enough in duration, and most of our U.S. Agency Securities portfolio. We monitor our asset profile and our
hedge positions to manage our interest rate and credit spread exposures, and we seek to match fund our assets
according to the liquidity characteristics and expected holding periods of our assets.

We seek to maintain a debt-to-equity ratio of 3.0:1.0 or below. We expect this ratio to fluctuate during the course of a
fiscal year due to the normal course of business in our conduit lending operations, in which we generally securitize
our inventory of conduit loans at intervals, and also because of changes in our asset mix, due in part to such
securitizations. As of December 31, 2014, our debt-to-equity ratio was 2.8:1.0. We believe that our predominantly
senior secured assets and our moderate leverage provide financial flexibility to be able to capitalize on attractive
market opportunities as they arise.

From time to time, we may add financing counterparties that we believe will complement our business, although the
agreements governing our indebtedness may limit our ability and the ability of our present and future subsidiaries to
incur additional indebtedness. Our amended and restated charter and by-laws do not impose any threshold limits on

our ability to use leverage.

Investment Process
Origination

Our team of originators is responsible for sourcing and directly originating new commercial first mortgage loans from
the brokerage community and directly from real estate owners, operators, developers and investors. The extensive
industry experience of our management team and origination team have enabled us to build a strong network of
mortgage brokers and direct borrowers throughout the commercial real estate community in the United States.

We seek to align our interests and those of our originators by awarding our originators annual discretionary bonuses
that are closely correlated with loan performance and realized profits, rather than loan volumes or other metrics. For
the year ended December 31, 2014, we paid $22.4 million in discretionary bonuses to originators.

Credit and Underwriting

Our underwriting and credit process commences upon receipt of a potential borrower’s executed loan application and
non-refundable deposit.

Our underwriters conduct a thorough due diligence process for each prospective investment. The team coordinates
in-house and third-party due diligence for each prospective loan as part of a checklist-based process that is designed to
ensure that each loan receives a systematic evaluation. Elements of the underwriting process generally include:

Cash Flow Analysis. We create an estimated cash flow analysis and underwriting model for each prospective
investment. Creation of the cash flow analysis generally draws on an assessment of current and historical data related
to the property’s rent roll, operating expenses, net operating income, leasing cost, and capital expenditures.
Underwriting is expected to evaluate and factor in assumptions regarding current market rents, vacancy rates,
operating expenses, tenant improvements, leasing commissions, replacement reserves, renewal probabilities and
concession packages based on observable conditions in the subject property’s sub-market at the time of underwriting.
The cash flow analysis may also rely upon third-party environmental and engineering reports to estimate the cost to
repair or remediate any identified environmental and/or property-level deficiencies. The final underwritten cash flow
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analysis is used to estimate the property’s overall value and its ability to produce cash flow to service the proposed
loan.

Borrower Analysis. Careful attention is also paid to the proposed borrower, including an analysis based on available
information of its credit history, financial standing, existing portfolio and sponsor exposure to leverage and contingent
liabilities, capacity and capability to manage and lease the collateral, depth of organization, knowledge of the local
market, and understanding of the proposed product type. We also generally commission and review a third party
background check of our prospective borrower and sponsor.

Site Inspection. A Ladder underwriter typically conducts a physical site inspection of each property. The site
inspection gives the underwriter insights into the local market and the property’s positioning within it, confirms that
tenants are in-place, and generally helps to ensure that the property has the characteristics, qualities, and potential
value represented by the borrower.

12
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Legal Due Diligence. Our in-house transaction management team, comprised of experienced attorneys, manages,
negotiates, structures and closes all transactions and completes legal due diligence on each property, borrower, and
sponsor, including the evaluation of documents such as leases, title, title insurance, opinion letters, tenant estoppels,
organizational documents, and other agreements and documents related to the property or the loan.

Third-party Appraisal. We generally commission an appraisal from a Member of the Appraisal Institute to provide an
independent opinion of value as well as additional supporting property and market data. Appraisals generally include
detailed data on recent property sales, local rents, vacancy rates, supply, absorption, demographics and employment,

as well as a detailed projected cash flow and valuation analysis. We typically use the independent appraiser’s valuation
to calculate ratios such as loan-to-value and loan-to-stabilized-value ratio, as well as to serve as an independent source
to which the in-house cash flow and valuation model can be compared.

Third-party Engineering Report. We generally engage an approved licensed engineer to complete property
condition/engineering reports, and a seismic report for applicable properties. The engineering report is intended to
identify any issues with respect to the safety and soundness of a property that may warrant further investigation, and
provide estimates of ongoing replacement reserves, overall replacement cost, and the cost to bring a property into
good repair.

Third-party Environmental Report. We also generally engage an approved environmental consulting firm to complete
a Phase I Environmental Assessment to identify and evaluate potential environmental issues at the property, and may
also order and review Phase II Environmental Assessments and/or Operations & Maintenance plans if applicable.
Environmental reports and supporting documentation are typically reviewed in-house as well as by our dedicated
outside environmental counsel who prepares a summary report on each property.

Third-party Insurance Review. A third-party insurance specialist reviews each prospective borrower’s existing
insurance program to analyze the specific risk exposure of each property and to ensure that coverage is in compliance
with our standard insurance requirements. Our transaction management team oversees this third-party review and
makes the conclusions of their analysis available to the underwriting team.

A credit memorandum is prepared to summarize the results of the underwriting and due diligence process for the
consideration of the Investment Committee. We thoroughly document the due diligence process up to and including
the credit memorandum and maintain an organized digital archive of our work.

Transaction Management

The transaction management team is generally responsible for coordinating and managing outside counsel, working
directly with originators, underwriters and borrowers to manage, structure, negotiate and close all transactions,
including the securitization of our loans. The transaction management team plays an integral role in the legal
underwriting of each property, consults with outside counsel on significant business, credit and/or legal issues, and
facilitates the funding and closing of all investments and dispositions. The transaction management team also supports
asset management and investment realization activities, including coordination of post-closing issues and assistance
with loan sales, financings, refinancing and repayments.

Investment Committee Approval
All investments require approval from our Investment Committee, comprised of Brian Harris, CEO; Michael Mazzei,
President; Greta Guggenheim, Chief Investment Officer; and Pamela McCormack, Chief Strategy Officer and General

Counsel. The Investment Committee generally requires each investment to be fully described in a comprehensive
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Investment Committee memorandum that identifies the investment, the due diligence conducted and the findings, as
well as all identified related risks and mitigants. The Investment Committee meets regularly to ensure that all
investments are fully vetted prior to issuance of Investment Committee approval.

In addition to Investment Committee approval, the Risk and Underwriting Committee of our board of directors

approves all investments above certain thresholds, which are currently set at $50.0 million for fixed-rate loans and
AAA-rated securities, and lower levels for all other types of investments.
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Prior to securitization or other disposition, or in the case of balance sheet loans, maturity, we finance most of the loans
we originate using our multiple committed term facilities from leading financial institutions and our membership in
the FHLB. Our finance team endeavors to match the characteristics and expected holding periods of the assets being
financed with the characteristics of the financing options available and our short and long term cash needs in
determining the appropriate financing approaches to be applied. The approaches we apply to financing our assets are a
key component of our asset/liability risk management strategy with respect to managing liquidity risk. These
approaches, supplemented by the use of hedging primarily via the use of standard derivative instruments, facilitate the
prudent management of our interest rate and credit spread exposures.

Asset Management

The asset management team, together with our third-party servicers, monitors the credit performance of our
investment portfolio, working closely with borrowers and/or their partners to monitor performance of our collateral
assets and overseeing our real estate portfolio. Asset management focuses on careful asset specific and market
surveillance, active enforcement of loan and security rights, and regular review of potential disposition strategies.
Loan modifications, asset recapitalizations and other necessary variations to a borrower’s or partner’s business plan or
budget will generally be vetted through the asset management team with a recommended course of action presented to
the Investment Committee for approval.

Specific responsibilities of the asset management team include:

coordinating cash processing and cash management for collections and distributions through lock box accounts that
are set up to trap all cash flow from a property;

monitoring tax and insurance administration to ensure timely payments to appropriate authorities and maintenance or
placement of applicable insurance coverages;

assisting with escrow analysis to maintain appropriate balances in required accounts;

monitoring UCC administration for continued compliance with lien laws in various jurisdictions;

assisting with reserve and draw management from pre-funded accounts including monitoring draw requests for
legitimacy and budget accuracy;

coordinating and conducting site inspections and surveillance activities including periodic analysis of financial
statements;

reviewing rent rolls and operating statements;

reviewing available information for any material variances; and

completing and updating asset summary reviews and providing active portfolio management reporting to ensure that
borrowers remain compliant with the terms of their loans and remain on target for established budgets and business
plans.

Disposition and Distribution

Our securitization team works with our transaction management and underwriting teams to realize our disposition
strategy of selling our conduit first mortgage loans into CMBS securitization trusts. We typically partner with other
leading financial institutions to contribute loans to multi-asset securitizations. We have also led single asset
securitizations on single loans we have originated.

From time to time, our registered broker-dealer subsidiary, Ladder Capital Securities LLC (“LCS”), may act as a

co-manager for the underwriting syndicate of public and private CMBS securitizations where an affiliate of LCS is
contributing collateral to the CMBS deal as a loan seller. In such instances, LCS, as a co-manager, will participate in
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the underwriting syndicate, on a best efforts basis, to structure and arrange the bond issuance and participate in the
associated investor meetings and road shows. LCS generally does not receive any allocation of securities in these
offerings for distribution to investor accounts and, as such, has not participated in the direct sale of any CMBS to
institutional and/or retail investors.

In addition, Ladder has from time to time purchased predominantly AAA-rated CMBS from securitizations into which
we have sold conduit first mortgage loans, generally as one of several loan contributors. In such instances, however,
we have not participated as a co-manager in the underwriting syndicates. As of December 31, 2014, we owned
approximately $452.5 million of such CMBS, representing less than 5% of the $9.2 billion of CMBS issued by the
related securitization trusts. As with our other CMBS investments, we purchased these securities in both primary and
secondary market transactions over time.

14
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In addition to contributing conduit loans into CMBS securitization trusts, we also maintain the flexibility to keep such
loans on our balance sheet or sell them as whole loans to third-party institutional investors. Our asset management
team manages the disposition of our balance sheet loans for investment by offering them for sale to our institutional
bridge loan partnership or other buyers and managing repayments at or prior to maturity. Balance sheet loans that are
refinanced by us into a new conduit first mortgage loan upon property stabilization and intended for securitization are
re-underwritten and structured by our origination, underwriting and transaction management teams.

Our asset management team also manages sales of our real property and works with our trading and finance teams on
sales of securities.

Competition

The commercial real estate finance markets are highly competitive. We face competition for lending and investment
opportunities from a variety of institutional lenders and investors and many other market participants, including
specialty finance companies, other REITs, commercial banks and thrift institutions, investment banks, insurance
companies, hedge funds and other financial institutions. Many of these competitors enjoy competitive advantages over
us, including greater name recognition, established lending relationships with customers, financial resources, and
access to capital.

We compete on the basis of relationships, product offering, loan structure, terms, pricing and customer service. Our
success depends on our ability to maintain and capitalize on relationships with borrowers and brokers, offer attractive
loan products, remain competitive in pricing and terms, and provide superior service.

Regulation

Our operations are subject, in certain instances, to supervision and regulation by state and federal governmental
authorities and may be subject to various laws and judicial and administrative decisions imposing various

requirements and restrictions. In addition, certain of our subsidiaries’ businesses may rely on exemptions from various
requirements of the Securities Act, the Exchange Act, the Investment Company Act, and the U.S. Employee

Retirement Income Security Act of 1974, as amended (“ERISA”). These exemptions are sometimes highly complex and
may in certain circumstances depend on compliance by third-parties who we do not control.

Qualification as a REIT

We will be subject to tax as a REIT under Section 856 through 860 of the Internal Revenue Code of 1986, as amended
(the “Code”), commencing with our taxable year ending December 31, 2015. To qualify as a REIT, we must make
qualifying distributions to stockholders and satisfy, on a continuing basis, through actual investment and operating
results, certain asset, income, organizational, distribution, stock ownership and other REIT requirements. If we fail to
qualify as a REIT, and do not qualify for certain statutory relief provisions, we will be subject to U.S. federal, state
and local income taxes and may be precluded from qualifying as a REIT for the subsequent four taxable years
following the year in which we lost our REIT qualification. The failure to qualify as a REIT could have a material
adverse impact on our results of operations and amounts available for distribution to stockholders.
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Regulatory Reform

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), which went into effect on
July 21, 2010, is intended to make significant structural reforms to the financial services industry. For example,
pursuant to the Dodd-Frank Act, various federal agencies have promulgated, or are in the process of promulgating,
regulations and rules with respect to various issues that affect securitizations, including: (i) a recently-adopted rule
requiring that sponsors in securitizations retain 5% of the credit risk associated with securities they issue; (ii)
requirements for additional disclosure; (iii) requirements for additional review and reporting (including revisions to
Regulation AB under the Securities Act (‘“Regulation AB”); and (iv) certain restrictions designed to prohibit conflicts of
interest. The risk retention rule that has been recently adopted (as it relates to CMBS) will take effect in approximately
two years and requires retention of at least 5% of the fair value of all securities issued in connection with a
securitization for a certain period of time and can be satisfied by (i) retention of a horizontal tranche (i.e., in one or
more subordinate classes), (ii) retention of a vertical security or interest in each class of securities issued in connection
with the securitization or (iii) a combination of vertical and horizontal strips. The risk (with respect to CMBS) must be
retained by the sponsor, certain mortgage loan originators or, upon satisfaction of certain requirements, up to two
third-party purchasers of interests in the securitization. Other regulations have been and may ultimately be adopted.
The risk retention rules and other rules and regulations that have been adopted or may be adopted will alter the
structure of securitizations in the future and could pose additional risks to or reduce or eliminate the economic benefits
of our participation in future securitizations. In addition, such rules and regulations could reduce or eliminate the
economic benefits of securitization in general or discourage traditional issuers, underwriters, b-piece buyers or other
participants from participating in future securitizations and affect the availability of securitization platforms into
which we can contribute mortgage loans, which may require that we take on additional roles and risks in connection
with effectuating securitizations of mortgage loans.

Certain other new federal, state and municipal rules could also impact our business. These include (1) new rules

issued by the U.S. Commodities and Futures Trading Commission (“CFTC”) regarding commodity pool operator (“CPO”)
and commodity trading advisor (“CTA”) registration and compliance obligations, (2) new regulatory, reporting and
compliance requirements applicable to swap dealers, security based swaps dealers and major swap participants under

the Dodd-Frank Act, (3) new Dodd-Frank Act regulations on derivative transactions and (4) requirements in

California and New York City that require placement agents who solicit funds from the retirement and public pension
systems to register as lobbyists. Given the current status of the regulatory developments, we cannot currently quantify

the possible effects of these regulatory changes. The final form these rules will take is not yet known, and their final
formulation could be more, or less, restrictive than the current proposals. See “Risk factors—Risks related to regulatory
and compliance matters” and ‘“Risk Factors—Risks related to hedging.”

Regulation of Commercial Real Estate Lending Activities

Although most states do not regulate commercial finance, certain states impose limitations on interest rates and other
charges and on certain collection practices and creditor remedies, and require licensing of lenders and financiers and
adequate disclosure of certain contract terms. We also are required to comply with certain provisions of, among other
statutes and regulations, certain provisions of the Equal Credit Opportunity Act that are applicable to commercial
loans, the USA PATRIOT Act, regulations promulgated by the Office of Foreign Asset Control and federal and state
securities laws and regulations.

Regulation as an Investment Adviser

We conduct investment advisory activities in the United States through our subsidiaries, Ladder Capital Adviser LLC
and LCR Income I GP LLC. One or both of these entities advise our institutional bridge loan partnership and one
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CMBS managed account and both are regulated by the SEC as registered investment advisers under the Investment
Advisers Act of 1940, as amended (the “Advisers Act”). A registered investment adviser is subject to federal and state
laws and regulations primarily intended to benefit its clients. These laws and regulations include requirements relating
to, among other things, fiduciary duties to clients, maintaining an effective compliance program, solicitation
agreements, conflicts of interest, record keeping and reporting requirements, disclosure requirements, custody
arrangements, limitations on agency cross and principal transactions between an investment adviser and its advisory
clients and general anti-fraud prohibitions. In addition, these laws and regulations generally grant supervisory
agencies and bodies broad administrative powers, including the power to limit or restrict us from conducting our
advisory activities in the event we fail to comply with those laws and regulations. Sanctions that may be imposed for a
failure to comply with applicable legal requirements include the suspension of individual employees, limitations on
our engaging in various advisory activities for specified periods of time, disgorgement, the revocation of registrations,
and other censures and fines.
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We may become subject to additional regulatory and compliance burdens as our investment adviser subsidiaries
expand their product offerings and investment platform. For example, if one of our investment adviser subsidiaries
were to advise a registered investment company under the Investment Company Act, such registered investment
company and our subsidiary that serves as its investment adviser would be subject to the Investment Company Act
and the rules thereunder, which, among other things, regulate the relationship between a registered investment
company and its investment adviser and prohibit or severely restrict principal transactions and joint transactions. This
additional regulation could increase our compliance costs and create the potential for additional liabilities and
penalties.

In June 2010, the SEC approved Rule 206(4)-5 under the Advisers Act regarding “pay to play” practices by investment
advisers involving campaign contributions and other payments to government clients and elected officials able to exert
influence on such clients. The rule prohibits investment advisers from providing advisory services for compensation to
a government client for two years, subject to very limited exceptions, after the investment adviser, its senior
executives or its personnel involved in soliciting investments from government entities make contributions to certain
candidates and officials in a position to influence the hiring of an investment adviser by such government client.
Adpvisers are required to implement compliance policies designed, among other matters, to track contributions by
certain of the adviser’s employees and engagement of third-parties that solicit government entities and to keep certain
records in order to enable the SEC to determine compliance with the rule. In addition, there have been similar rules on
a state-level regarding “pay to play” practices by investment advisers.

Regulation as a Broker-Dealer

We have a subsidiary, Ladder Capital Securities LLC, that is registered as a broker-dealer with the SEC and in all 50
states, the District of Columbia, Puerto Rico and the U.S. Virgin Islands, and is a member of the Financial Industry
Regulatory Authority (“FINRA”). This subsidiary, which from time to time co-manages the CMBS securitizations to
which an affiliate contributes collateral as loan seller, is subject to regulations that cover all aspects of its business,
including sales methods, trade practices, use and safekeeping of clients’ funds and securities, the capital structure of
the subsidiary, recordkeeping, the financing of clients’ purchases and the conduct of directors, officers and employees.
Violations of these regulations can result in the revocation of its broker-dealer license (which could result in our
having to hire new licensed investment professionals before continuing certain operations), the imposition of censure
or fines and the suspension or expulsion of the subsidiary, its officers or employees from FINRA. The subsidiary also
may be required to maintain certain minimum net capital. Rule 15¢3-1 of the Exchange Act specifies the minimum
level of net capital a broker-dealer must maintain and also requires that a significant part of a broker-dealer’s assets be
kept in relatively liquid form. The SEC and FINRA impose rules that require notification when net capital falls below
certain predefined criteria, limit the ratio of subordinated debt to equity in the regulatory capital composition of a
broker-dealer and constrain the ability of a broker-dealer to expand its business under certain circumstances.
Additionally, the SEC’s uniform net capital rule imposes certain requirements that may have the effect of prohibiting a
broker-dealer from distributing or withdrawing capital and requiring prior notice to the SEC for certain withdrawals of
capital.

Regulation as a Captive Insurance Company

We maintain a captive insurance company, Tuebor Captive Insurance Company LL.C (“Tuebor”), to provide coverage
previously self insured by us, including nuclear, biological or chemical coverage, excess property coverage and excess
errors and omissions coverage. It is regulated by the state of Michigan and is subject to regulations that cover all
aspects of its business. Violations of these regulations can result in revocation of its authorization to do business as a
captive insurer or result in censures or fines. The subsidiary is also subject to insurance laws of states other than
Michigan (i.e., states where the insureds are located).
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Investment Company Act Exemption

We intend to conduct our operations so that neither we nor any of our subsidiaries (including any series thereof) are
required to register as an investment company under the Investment Company Act.

If we or any of our subsidiaries (including any series thereof) fail to qualify for and maintain an exemption from
registration under the Investment Company Act, or an exclusion from the definition of an investment company, we
could, among other things, be required either to (a) substantially change the manner in which we conduct our
operations to avoid being required to register as an investment company, (b) effect sales of our assets in a manner that,
or at a time when, we would not otherwise choose to do so, or (c) register as an investment company under the
Investment Company Act, any of which could have an adverse effect on us, our financial results, the sustainability of
our business model or the value of our securities.
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If we or any of our subsidiaries (including any series thereof) were required to register as an investment company
under the Investment Company Act, the registered entity would become subject to substantial regulation with respect
to capital structure (including the ability to use leverage), management, operations, transactions with affiliated persons
(as defined in the Investment Company Act), portfolio composition, including restrictions with respect to
diversification and industry concentration, compliance with reporting, record keeping, voting, proxy disclosure and
other rules and regulations that would significantly change its operation and we would not be able to conduct our
business as described in this Annual Report. For example, because affiliate transactions are generally prohibited under
the Investment Company Act, we would not be able to enter into certain transactions with any of our affiliates if we
are required to register as an investment company, which could have a material adverse effect on our ability to operate
our business.

If we were required to register us as an investment company but failed to do so, we would be prohibited from
engaging in our business, and criminal and civil actions could be brought against us. In addition, our contracts would
be unenforceable unless a court required enforcement, and a court could appoint a receiver to take control of us and
liquidate our business.

Section 3(a)(1)(A) of the Investment Company Act defines an investment company as any issuer that is or holds itself
out as being engaged primarily, or proposes to engage primarily, in the business of investing, reinvesting or trading in
securities. Section 3(a)(1)(C) of the Investment Company Act defines an investment company as any issuer which is
engaged or proposes to engage in the business of investing, reinvesting, owning, holding or trading in securities, and
owns or proposes to acquire investment securities having a value exceeding 40% of the value of such issuer’s total
assets (exclusive of U.S. government securities and cash items) on an unconsolidated basis. Excluded from the term
“investment securities,” among other things, are U.S. government securities and securities issued by majority-owned
subsidiaries that are not themselves investment companies and are not relying on the exception from the definition of
investment company for certain privately-offered investment vehicles set forth in Section 3(c)(1) or 3(c)(7) of the
Investment Company Act.

We are organized as a holding company and conduct our businesses primarily through our wholly-owned and
majority-owned subsidiaries (including any series thereof). We intend to conduct our operations so that we do not
come within the definition of an investment company under Section 3(a)(1)(C) of the Investment Company Act
because less than 40% of the value of our total assets (exclusive of U.S. government securities and cash items) on an
unconsolidated basis will consist of “investment securities,” which excludes, among other things, U.S. government
securities and securities issued by majority-owned subsidiaries that are not themselves investment companies and are
not relying on the exception from the definition of investment company set forth in Section 3(c)(1) or Section 3(c)(7)
of the Investment Company Act. We will monitor our holdings to ensure continuing and ongoing compliance with this
test. In addition, we believe that we will not be considered an investment company under Section 3(a)(1)(A) of the
Investment Company Act because we will not engage primarily, hold ourselves out as being engaged primarily, or
propose to engage primarily, in the business of investing, reinvesting or trading in securities. Rather, we will be
engaged primarily in the business of holding securities of our wholly-owned and majority-owned subsidiaries
(including any series thereof).

We expect that certain of our subsidiaries (including any series thereof) may rely on the exclusion from the definition
of an “investment company” under the Investment Company Act pursuant to Section 3(c)(5)(C) of the Investment
Company Act, which is available for entities “primarily engaged” in the business of “purchasing or otherwise acquiring
mortgages and other liens on and interests in real estate.” This exclusion, as interpreted by the staff of the SEC, requires
that an entity invest at least 55% of its assets in “qualifying real estate assets” and at least 80% of its assets in qualifying
real estate assets and “real estate-related assets.”
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Although we reserve the right to modify our business methods at any time, as of December 31, 2014, we expect each
of our subsidiaries (including any series thereof) relying on Section 3(c)(5)(C) to primarily hold assets in one or more
of the following categories, which are comprised primarily of “qualifying real estate assets”: commercial mortgage
loans, investments in securities secured by first mortgage loans, and investments in selected net leased and other real
estate assets. We expect each of our subsidiaries (including any series thereof) relying on Section 3(c)(5)(C) to rely on
guidance published by the SEC or its staff or on our analyses of such guidance to determine which assets are
qualifying real estate assets and real estate-related assets. To the extent that the SEC or its staff publishes new or
different guidance with respect to these matters, we may be required to adjust our strategies accordingly. In addition,
we may be limited in our ability to make certain investments and these limitations could result in a subsidiary holding
assets we might wish to sell or selling assets we might wish to hold.

Any of the Company or our subsidiaries (including any series thereof) may rely on the exemption provided by Section
3(c)(6) of the Investment Company Act to the extent that they primarily engage, directly or through majority-owned
subsidiaries (including any series thereof), in the businesses described in Sections 3(c)(3), 3(c)(4) and 3(c)(5) of the
Investment Company Act. The SEC staff has issued little interpretive guidance with respect to Section 3(c)(6) and any
guidance published by the staff could require us to adjust our strategies accordingly.
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In 2011, the SEC solicited public comment on a wide range of issues relating to Section 3(c)(5)(C) of the Investment
Company Act, including the nature of the assets that qualify for purposes of the exemption and whether companies
that are engaged in the business of acquiring mortgages and mortgage-related instruments should be regulated in a
manner similar to investment companies. There can be no assurance that the laws and regulations governing the
Investment Company Act status of such companies, including the SEC or its staff providing more specific or different
guidance regarding Section 3(c)(5)(C), will not change in a manner that adversely affects our operations.

Qualification for exclusion from the definition of an investment company under the Investment Company Act will
limit our ability to make certain investments. In addition, complying with the tests for such exclusion could restrict the
time at which we can acquire and sell assets. To the extent that the SEC or its staff provides more specific guidance
regarding any of the matters bearing upon such exclusions, we may be required to adjust our strategies accordingly.
Any additional guidance from the SEC or its staff could provide additional flexibility to us, or it could further inhibit
our ability to pursue the strategies we have chosen. See “Risk factors—Risks related to our Investment Company Act
exemption—Maintenance of our exemption from registration under the Investment Company Act imposes significant
limits on our operations.”

Employees

As of December 31, 2014, we employed 66 full-time persons. All employees are employed by our operating
subsidiary, Ladder Capital Finance LLC. None of our employees are represented by a union or subject to a collective
bargaining agreement and we have never experienced a work stoppage. We believe that our employee relations are
good.

Our Corporate Information

Our principal executive offices are located at 345 Park Avenue, 8th Floor, New York, New York 10154, and our
telephone number is (212) 715-3170. We maintain a website on the Internet at http://www.laddercapital.com. The
information contained in our website is not incorporated by reference into this Annual Report. We make available on
or through our website certain reports and amendments to those reports that we file with or furnish to the SEC in
accordance with the Exchange Act. These include our annual reports on Form 10-K, our quarterly reports on Form
10-Q and our current reports on Form 8-K. We make this information available on our website free of charge as soon
as reasonably practicable after we electronically file the information with, or furnish it to, the SEC.
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Item 1A. Risk Factors

The following risk factors and other information included in this Annual Report on Form 10-K should be carefully
considered. The risks and uncertainties described below are not the only ones we face. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial also may adversely impact our business.
If any of the following risks occur, our business, financial condition, operating results, cash flows and liquidity could
be materially adversely affected. The market price of our Class A common stock could decline if one or more of these
risks or uncertainties actually occur, causing you to lose all or part of your investment in our Class A common stock.
Certain statements in “Risk Factors” are forward-looking statements. See “Information Regarding Forward-Looking
Statements” included elsewhere in this Annual Report.

Risks Related to Our Operations

Our business model may not be successful. We may change our investment strategy and financing policy in the future
and any such changes may not be successful.

There can be no assurance that any business model or business plan of ours, including the REIT Election, will prove
accurate, that our management team will be able to implement such business model or business plan successfully in
the future or that we will achieve our performance objectives. Any business model of ours, including any underlying
assumptions and predictions, merely reflect our assessment of the short- and long-term prospects of the business,
finance and real estate markets in which we operate and should not be relied upon in determining whether to invest in
our Class A common stock. We have discretion regarding the assets we originate or acquire, and our management
team is authorized to follow very broad investment guidelines and has great latitude within those guidelines to
determine which assets make proper investments for us. In addition, at its discretion, our board of directors may
change our investment, financing or other strategies without a shareholder vote.

We are dependent on our management team, and the loss of any of these individuals could adversely affect our ability
to operate profitably.

We heavily depend upon the skills and experience of our management team. The loss of the services of one or more of
such individuals could have an adverse effect on our operations, and in such case we will be subject to the risk that no
suitable replacement can be found. Furthermore, any termination of a member of the management team may be
difficult and costly

for us and create obligations for us to the departing individual. If we are unable to staff our management team fully
with individuals who possess the skills and experience necessary to excel in their positions our business may be
adversely affected. Furthermore, if one or more members of our management team is no longer employed by us, our
ability to obtain future

financing could be affected which could materially and adversely affect our business.

We may not be able to hire and retain qualified loan originators or grow and maintain our relationships with key loan
brokers, and if we are unable to do so, our ability to implement our business and growth strategies could be limited.

We depend on our loan originators to generate borrower clients by, among other things, developing relationships with
commercial property owners, real estate agents and brokers, developers and others, which we believe leads to repeat
and referral business. Accordingly, we must be able to attract, motivate and retain skilled loan originators. The market
for loan

originators is highly competitive and may lead to increased costs to hire and retain them. We cannot guarantee that we
will be able to attract or retain qualified loan originators. If we cannot attract, motivate or retain a sufficient number of
skilled loan originators, at a reasonable cost or at all, our business could be materially and adversely affected. We also
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depend on our network of loan brokers, who generate a significant portion of our loan originations. While we strive to
cultivate long-standing relationships that generate repeat business for us, brokers are free to transact business with
other lenders and have done so in the past and will do so in the future. Our competitors also have relationships with
some of our brokers and actively compete with us in bidding on loans shopped by these brokers. We also cannot
guarantee that we will be able to maintain or develop new relationships with additional brokers.

The allocation of capital among our business lines may vary, which may adversely affect our financial performance.

In executing our business plan, we regularly consider the allocation of capital to our various commercial real estate
business lines. The allocation of capital among such business lines may vary due to market conditions, the expected
relative return on equity of each activity, the judgment of our management team, the demand in the marketplace for
commercial real estate loans and securities and the availability of specific investment opportunities. We also consider
the availability and cost of our likely sources of capital. If we fail to appropriately allocate capital and resources across
our business lines or fail to optimize our investment and capital raising opportunities, our financial performance may
be adversely affected.
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Our access to the CMBS securitization market and the timing of our securitization activities and other factors may
greatly affect our quarterly financial results.

We expect to distribute the conduit loans we originate through securitizations and, upon completion of a
securitization, we will recognize certain non-interest revenues which are included in total other income on our
combined consolidated statements of income and cease to earn net interest income on the securitized loans. Our
quarterly revenue, operating results and profitability have varied substantially from quarter to quarter based on the
frequency, volume and timing of our securitizations. Our securitization activities will be affected by a number of
factors, including our loan origination volumes, changes in loan values, quality and performance during the period
such loans are on our books and conditions in the securitization and credit markets generally and at the time we seek
to launch and complete our securitizations. As a result of these quarterly variations, quarter-to-quarter comparisons of
our operating results may not provide an accurate comparison of our current period results of operations. If securities
analysts or investors focus on such comparative quarter-to-quarter performance, our stock price performance may be
more volatile than if such persons compared a wider period of results of operations.

We may not be able to maintain our joint ventures and strategic business alliances.

We often rely on other third-party companies for assistance in origination, warehousing, distribution, securitization
and other finance-related and loan-related activities. Some of our business may be conducted through
non-wholly-owned subsidiaries, joint ventures in which we share control (in whole or in part) and strategic alliances
formed by us with other strategic or business partners that we do not control. There can be no assurance that any of
these strategic or business partners will continue their relationships with us in the future or that we will be able to
pursue our stated strategies with respect to non wholly-owned subsidiaries, joint ventures, strategic alliances and the
markets in which we operate. Our ability to influence our partners in joint ventures or strategic alliances may be
limited and non-alignment of interests on various strategic decisions in joint ventures or strategic alliances may
adversely impact our business. Furthermore, joint venture or strategic alliance partners may: (i) have economic or
business interests or goals that are inconsistent with ours; (ii) take actions contrary to our policies or

objectives; (iii) undergo a change of control; (iv) experience financial and other difficulties; or (v) be unable or
unwilling to fulfill their obligations under a joint venture or strategic alliance, which may affect our financial
conditions or results of operations.

We may face difficulties in obtaining required authorizations or licenses to do business.

In order to implement our business strategies, we may be required to obtain, maintain or renew certain licenses and
authorizations (including “doing business” authorizations and licenses with respect to loan origination) from certain
governmental entities. While we do not anticipate any delays or other complications relating to such licenses and
authorizations, there is no assurance that any particular license or authorization will be obtained, maintained or
renewed quickly or at all. Any failure of ours to obtain, maintain or renew such authorizations or licenses may
adversely affect our business.

The accuracy of our financial statements may be materially affected if our estimates, including loan loss reserves,
prove to be inaccurate.

Financial statements prepared in accordance with accounting principles generally accepted in the United States
(“GAAP”) require the use of estimates, judgments and assumptions that affect the reported amounts. Different estimates,
judgments and assumptions reasonably could be used that would have a material effect on the financial statements,

and changes in these estimates, judgments and assumptions are likely to occur from period to period in the future.
Significant areas of accounting requiring the application of management’s judgment include, but are not limited to: (i)
assessing the adequacy of the allowance for loan losses; (ii) determining the fair value of investment securities; (iii)
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assessing other than temporary impairments on securities; and (iv) assessing impairments on real estate held for use or
held for sale. These estimates, judgments and assumptions are inherently uncertain, especially in turbulent economic
times, and, if they prove to be wrong, then we face the risk that charges to income will be required.

If we fail to maintain an effective system of integrated internal controls, we may not be able to accurately report our
financial results.

We depend on our ability to produce accurate and timely financial statements in order to run our business. If we fail to

do so, our business could be negatively affected and our independent registered public accounting firm may be unable
to attest to the accuracy of our financial statements.
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A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis by the Company’s internal controls. A significant deficiency is defined as a deficiency,
or a combination of deficiencies, in internal control over financial reporting that is less severe than a material
weakness, yet important enough to merit attention by those responsible for oversight of a registrant’s financial
reporting. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented or detected
and corrected, on a timely basis by the Company’s internal controls.

Although we continuously monitor the design, implementation and operating effectiveness of our internal controls
over financial reporting, there can be no assurance that significant deficiencies or material weaknesses will not occur
in the future. If we fail to maintain effective internal controls in the future, it could result in a material misstatement of
our financial

statements that may not be prevented or detected on a timely basis, which could cause stakeholders to lose confidence
in our reported financial information.

We may be subject to “lender liability” litigation.

In recent years, a number of judicial decisions have upheld the right of borrowers to sue lending institutions on the
basis of various evolving legal theories, collectively termed “lender liability.” Generally, lender liability is founded on
the premise that a lender has either violated a duty, whether implied or contractual, of good faith and fair dealing
owed to the borrower or has assumed a degree of control over the borrower resulting in the creation of a fiduciary duty
owed to the borrower or its other creditors or stockholders. We cannot assure you that such claims will not arise or
that we will not be subject to significant liability if a claim of this type were to arise.

Litigation may adversely affect our business, financial condition and results of operations.

We are, from time to time, subject to legal and regulatory requirements applicable to our business and industry. We
may be subject to various legal proceedings and these proceedings may range from actions involving a single plaintiff
to class action lawsuits. Litigation can be lengthy, expensive and disruptive to our operations and results cannot be
predicted with certainty. There may also be adverse publicity associated with litigation, regardless of whether the
allegations are valid or whether we are ultimately found not liable. As a result, litigation may adversely affect our
business, financial condition and results of operations.

There can be no assurance that our corporate insurance policies will mitigate all insurable losses, costs or damages to
our business.

Based on our history and type of business, we believe that we maintain adequate insurance coverage to cover probable
and reasonably estimable liabilities should they arise. However, there can be no assurance that these estimates will
prove to be sufficient, nor can there be any assurance that the ultimate outcome of any claim or event will not have a
material negative impact on our business prospects, financial position, results of operations or cash flows.

As an “emerging growth company” under the JOBS Act we are eligible to take advantage of certain exemptions from
various reporting requirements.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act (“JOBS Act”), and we are
eligible to take advantage of certain exemptions from various reporting requirements that are applicable to other

public companies that are not “emerging growth companies” including, but not limited to, not being required to comply
with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002, as amended (the
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“Sarbanes-Oxley Act”), reduced disclosure obligations regarding executive compensation in our periodic reports and
proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive
compensation and shareholder approval of any golden parachute payments not previously approved. If we do take
advantage of any of these exemptions, we do not know if some investors will find our securities less attractive as a
result. The result may be a less active trading market for our securities and our security prices may be more volatile.
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In addition, Section 107 of the JOBS Act also provides that an “emerging growth company” can take advantage of the
extended transition period provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised
accounting standards. In other words, an “emerging growth company” can delay the adoption of certain accounting
standards until those standards would otherwise apply to private companies. However, we are choosing to “opt out” of
such extended transition period, and as a result, we will comply with new or revised accounting standards on the
relevant dates on which adoption of such standards is required for non-emerging growth companies. Section 107 of
the JOBS Act provides that our decision to opt out of the extended transition period for complying with new or
revised accounting standards is irrevocable.

We could remain an “emerging growth company” for up to five years, or until the earliest of (i) the last day of the first
fiscal year in which our annual gross revenues exceed $1 billion; (ii) the date that we become a “large accelerated filer”
as defined in Rule 12b-2 under the Exchange Act, which would occur if the market value of our common stock that is
held by nonaffiliates exceeds $700 million as of the last business day of our most recently completed second fiscal
quarter; or (iii) the date on which we have issued more than $1 billion in nonconvertible debt during the preceding
three year period.

The requirements of being a public company may strain our resources, divert management’s attention and affect our
ability to attract and retain qualified board members.

As a public company, we are subject to the reporting requirements of the Exchange Act and the Sarbanes-Oxley Act
and the New York Stock Exchange (“NYSE”) rules. The requirements of these rules and regulations have increased, and
are expected to continue to increase, our legal and financial compliance costs, make some activities more difficult,
time-consuming or costly and increase demand on our systems and resources than when we were a private company.
The Exchange Act requires, among other things, that we file annual, quarterly and current reports with respect to our
business and financial condition. The Sarbanes-Oxley Act requires, among other things, that we maintain effective
disclosure controls and procedures and internal controls for financial reporting. In order to maintain and, if required,
improve our disclosure controls and procedures and internal control over financial reporting to meet this standard,
significant resources and management oversight may be required, and management’s attention may be diverted from
other business concerns. These rules and regulations could also make it more difficult for us to attract and retain
qualified independent members of our board of directors. Additionally, we expect these rules and regulations to make
it more difficult and more expensive for us to obtain director and officer liability insurance. We may be required to
accept reduced coverage or incur substantially higher costs to obtain coverage. Furthermore, because of our relative
inexperience in operating as a public company, we might not be successful in implementing these requirements. The
increased costs of compliance with public company reporting requirements and our potential failure to satisfy these
requirements could have a material adverse effect on our financial condition.

Market Risks Related to Real Estate Securities and Loans

We have a concentration of investments in the real estate sector and may have concentrations from time to time in
certain property types, locations, tenants and borrowers, which may increase our exposure to the risks of certain
economic downturns.

We operate in the commercial real estate sector. Such concentration in one economic sector may increase the volatility
of our returns and may also expose us to the risk of economic downturns in this sector to a greater extent than if our
portfolio also included other sectors of the economy. Declining real estate values may reduce the level of new
mortgage and other real

estate-related loan originations since borrowers often use appreciation in the value of their existing properties to
support the purchase of or investment in additional properties. Borrowers may also be less able to pay principal and
interest on our loans if the value of real estate weakens. Further, declining real estate values significantly increase the
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likelihood that we will incur losses on our loans in the event of default because the value of our collateral may be
insufficient to over our cost on the loan. Any sustained period of increased payment delinquencies, foreclosures or
losses could adversely affect both our net interest income from loans in our portfolio as well as our ability to
originate/acquire/sell loans, which would materially and adversely affect our results of operations, financial condition,
liquidity and business.

In addition, we are not required to observe specific diversification criteria relating to property types, locations, tenants
or borrowers. A limited degree of diversification increases risk because the aggregate return of our business may be
adversely affected by the unfavorable performance of a single property type, single tenant, single market or even a
single investment. To the extent that our portfolio is concentrated in any one region or type of asset, downturns
relating generally to such region or type of asset may result in defaults on a number of our assets within a short time
period. Additionally, borrower concentration, in which a particular borrower is, or a group of related borrowers are,
associated with multiple real properties securing mortgage loans or securities held by us, magnifies the risks presented
by the possible poor performance of such borrower(s).
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We operate in a highly competitive market for lending and investment opportunities, which may limit our ability to
originate or acquire desirable loans and investments in our target assets.

We operate in a highly competitive market for lending and investment opportunities. A number of entities compete
with us to make the types of loans and investments that we seek to make. Our profitability depends, in large part, on
our ability to originate or acquire target assets at attractive prices. In originating or acquiring target assets, we compete
with a variety of

institutional lenders and investors and many other market participants, including specialty finance companies, REITs,
commercial banks and thrift institutions, investment banks, insurance companies, hedge funds and other financial
institutions. Many competitors are substantially larger and have considerably greater financial, technical, marketing
and other resources than we do. Several other finance companies have raised, or are expected to raise, significant
amounts of capital, and may have investment objectives that overlap with ours, which may create additional
competition for lending and investment opportunities. Some competitors may have a lower cost of funds and access to
funding sources that may not be available to us. Many of our competitors are not subject to the maintenance of an
exemption from the Investment Company Act. Furthermore, competition for originations of, and investments in, our
target assets may lead to the yield of such assets decreasing, which may further limit our ability to generate desired
returns. Also, as a result of this competition, desirable loans and investments in specific types of target assets may be
limited in the future and we may not be able to take advantage of attractive lending and investment opportunities from
time to time. We can offer no assurance that we will be able to identify and originate loans or make any or all of the
types of investments that are described in this Annual Report.

Our investment guidelines and underwriting guidelines may restrict our ability to compete with others for desirable
commercial mortgage loan origination and acquisition opportunities.

We have investment guidelines and underwriting guidelines with respect to commercial mortgage loan origination and
acquisition opportunities. Additionally, under our credit facilities, the lenders have the right to review the assets which
we are seeking to finance and approve the purchase and financing of such assets in their sole discretion. These
investment and

underwriting guidelines and lender approvals may restrict us from being able to compete with others for commercial
mortgage loan origination and acquisition opportunities and these guidelines may be stricter than the guidelines
employed by our competitors. As a result, we may not be able to compete with others for desirable commercial
mortgage loan origination

and acquisition opportunities. In addition, these investment and underwriting guidelines and approvals impose
conditions and limitations on our ability to originate certain of our target assets, including, in particular, restrictions on
our ability to originate junior mortgage loans, mezzanine loans and preferred equity investments.

Our earnings may decrease because of changes in prevailing interest rates.

Our primary interest rate exposures relate to the yield on our assets and the financing cost of our debt, as well as the
interest rate swaps that we utilize for hedging purposes. Interest rates are highly sensitive to many factors beyond our
control, including but not limited to governmental monetary and tax policies, domestic and international economic and
political considerations. Interest rate fluctuations present a variety of risks, including the risk of a mismatch between
asset yields and borrowing rates, variances in the yield curve and fluctuating prepayment rates, and such fluctuations
may adversely affect our income and may generate losses.

Prepayment rates on mortgage loans cannot be predicted with certainty and prepayments may result in losses to the
value of our assets.
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The frequency at which prepayments (including voluntary prepayments by the borrowers and liquidations due to
defaults and foreclosures) occur on our investments can adversely impact our business, and prepayment rates cannot
be predicted with certainty, making it impossible to completely insulate us from prepayment or other such risks. Any
adverse effects of prepayments may impact our portfolio in that particular investments, which may experience outright
losses in an environment of faster actual or anticipated prepayments or may underperform relative to hedges that the
management team may have constructed for such investments (resulting in a loss to our overall portfolio).
Additionally, borrowers are more likely to prepay when the prevailing level of interest rates falls, thereby exposing us
to the risk that the prepayment proceeds may be reinvested only at a lower interest rate than that borne by the prepaid
obligation.
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Terrorist attacks and other acts of violence or war may affect the real estate industry generally and our business,
financial condition and results of operations.

We cannot predict the severity of the effect that potential future terrorist attacks could have on us. Any future terrorist
attacks, the anticipation of any such attacks, the consequences of any military or other response by the United States
and its allies, and other armed conflicts could cause consumer confidence and spending to decrease or result in
increased volatility in the United States and worldwide financial markets and economy. We may suffer losses as a
result of the adverse impact of any future attacks and these losses may adversely impact our performance. A
prolonged economic slowdown, a recession or declining real estate values could impair the performance of our assets
and harm our financial condition and results of operations, increase our funding costs, limit our access to the capital
markets or result in a decision by lenders not to extend credit to us. The economic impact of such events could also
adversely affect the credit quality of some of our loans and investments and the property underlying our securities.
Losses resulting from these types of events may not be fully insurable.

The events of September 11, 2001 created significant uncertainty regarding the ability of real estate owners of high
profile assets to obtain insurance coverage protecting against terrorist attacks at commercially reasonable rates, if at

all. With the enactment of the Terrorism Risk Insurance Act of 2002 (the “TRIA”) and subsequent extensions, including
the enactment of the Terrorism Risk Insurance Program Reauthorization Act of 2015, which extends TRIA through
December 31, 2020, insurers must make terrorism insurance available under their property and casualty insurance
policies, but this legislation does not regulate the pricing of such insurance. The absence of affordable insurance
coverage may adversely affect the general real estate lending market, lending volume and the market’s overall liquidity
and may reduce the number of suitable opportunities available to us and the pace at which we are able to acquire

assets. If the properties underlying our interests are unable to obtain affordable insurance coverage, the value of our
interests could decline, and in the event of an uninsured loss, we could lose all or a portion of our assets.

Cybersecurity threats or other security breaches could compromise sensitive information belonging to us or our
employees, borrowers, clients and other counterparties and could harm our business and our reputation.

We store sensitive data, including our proprietary business information and that of our borrowers, clients and other
counterparties, and confidential employee information, in our data centers and on our networks. Despite our security
measures, our information technology and infrastructure may be vulnerable to attacks by hackers or breached due to
employee error, malfeasance or other disruptions that could result in unauthorized disclosure or loss of sensitive
information. Because the techniques used to obtain unauthorized access to networks, or to sabotage systems, change
frequently and generally are not recognized until launched against a target, we may be unable to anticipate these
techniques or to implement adequate preventative measures. Furthermore, in the operation of our business we also use
third-party vendors that store certain sensitive data, including confidential information about our employees, and these
third parties are subject to their own cybersecurity threats. Any security breach of our own or a third-party vendor’s
systems could cause us to be non-compliant with applicable laws or regulations, subject us to legal claims or
proceedings, disrupt our operations, damage our reputation, and cause a loss of confidence in our products and
services, any of which could adversely affect our business.

Risks Related to Our Portfolio

The value of our investments, including the CMBS in which we invest, may be adversely affected by many factors
that are beyond our control.

Income from, and the value of, our investments may be adversely affected by many factors that are beyond our
control, including:
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volatility and adverse changes in international, national and local economic and market conditions, including
contractions in market liquidity for mortgage loans and mortgage-related assets;

changes in interest rates and in the availability, costs and terms of financing;

changes in generally accepted accounting principles;

changes in governmental laws and regulations, fiscal policies and zoning and other ordinances and costs of
compliance with laws and regulations;

downturns in the markets for residential mortgage-backed securities and other asset-backed and structured products;
and

.civil unrest, terrorism, acts of war, nuclear or radiological disasters and natural disasters, including earthquakes,
hurricanes, tornadoes, tsunamis and floods, which may result in uninsured and underinsured losses.
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In addition to other analytical tools, our management team utilizes financial models to evaluate loans and real estate
assets, the accuracy and effectiveness of which cannot be guaranteed.

In all cases, financial models are only estimates of future results which are based upon assumptions made at the time
that the projections are developed. There can be no assurance that management’s projected results will be obtained and
actual results may vary significantly from the projections. General economic and industry-specific conditions, which
are not predictable, can have an adverse impact on the reliability of projections.

The vast majority of the mortgage loans that we originate or purchase, and those underlying the CMBS in which we
invest, are nonrecourse loans and the assets securing the loans may not be sufficient to protect us from a partial or
complete loss if the borrower defaults on the loan.

Except for customary nonrecourse carve-outs for certain actions and environmental liability, most commercial
mortgage loans, including those underlying the CMBS in which we invest, are effectively nonrecourse obligations of
the sponsor and borrower, meaning that there is no recourse against the assets of the borrower or sponsor other than
the underlying collateral. In the event of any default under a mortgage loan held directly by us, we will bear a risk of
loss to the extent of any deficiency between the value of the collateral and the principal and accrued interest of the
mortgage loan, which could have a material adverse effect on our cash flow from operations. Even if a mortgage loan
is recourse to the borrower (or if a nonrecourse carve-out to the borrower applies), in most cases, the borrower’s assets
are limited primarily to its interest in the related mortgaged property. Further, although a mortgage loan may provide
for limited recourse to a principal or affiliate of the related borrower, there is no assurance of any recovery from such
principal or affiliate will be made or that such principal’s or affiliate’s assets would be sufficient to pay any otherwise
recoverable claim. In the event of the bankruptcy of a borrower, the loan to such borrower will be deemed to be
secured only to the extent of the value of the underlying collateral at the time of bankruptcy (as determined by the
bankruptcy court), and the lien securing the loan will be subject to the avoidance powers of the bankruptcy trustee or
debtor-in-possession to the extent the lien is unenforceable under state law.

The commercial mortgage and other commercial real estate-related loans, and the commercial mortgage loans
underlying the CMBS in which we may invest, are subject to the ability of the commercial property owner to generate
net income from operating the property (and not the independent income or assets of the borrower). The volatility of
real property could have a material adverse effect on our business, financial position and results of operations.

Commercial mortgage loans and the commercial mortgage loans underlying the securities in which we may invest are
subject to the ability of the commercial property owner to general net income from operating the property (and not the
independent income or assets of the borrower). Any reductions in net operating income (“NOI”) increase the risks of
delinquency, foreclosure and default, which could result in losses to us. NOI of an income-producing property can be
affected by many factors, including, but not limited to:

the ongoing need for capital improvements, particularly in older structures;

changes in operating expenses;

changes in general or local market conditions;

changes in tenant mix and performance, the occupancy or rental rates of the property or, for a property that requires
new leasing activity, a failure to lease the property in accordance with the projected leasing schedule;

competition from comparable property types or properties;

anskilled or inexperienced property management;

limited availability of mortgage funds or fluctuations in interest rates which may render the sale and refinancing of a
property difficult;

development projects that experience cost overruns or otherwise fail to perform as projected including, without
limitation, failure to complete planned renovations, repairs, or construction;
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uananticipated increases in real estate taxes and other operating expenses;

challenges to the borrower’s claim of title to the real property;

environmental considerations;

voning laws;

other governmental rules and policies;

uananticipated structural defects or costliness of maintaining the property;

uaninsured losses, such as possible acts of terrorism;

a decline in the operational performance of a facility on the real property (such facilities may include multifamily
.rental facilities, office properties, retail facilities, hospitality facilities, healthcare-related facilities, industrial facilities,
warehouse facilities, restaurants, mobile home facilities, recreational or resort facilities, arenas or stadiums, religious
facilities, parking lot facilities or other facilities); and
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severe weather-related damage to the property and/or its operation.

Additional risks may be presented by the type and use of a particular commercial property, including specialized use
as a nursing home or hospitality property.

In instances where the borrower is acting as a landlord on the underlying property as we do for our selected net leased
and other commercial real estate assets, the ability of such borrower to satisfy the debt obligation we hold will depend
on the performance and financial health of the underlying tenants, which may be difficult for us to assess or predict. In
addition, as the number of tenants with respect to a commercial property decreases or as tenant spaces on a property
must be relet, the nonperformance risk of the loan related to such commercial property may increase. Any one or more
of the preceding factors could materially impair our ability to recover principal in a foreclosure on the related loan as
lender and repay the principal as borrower. A substantial portion of our portfolio may be committed to the origination
or purchasing of commercial loans to small and medium-sized, privately owned businesses. Compared to larger,
publicly owned firms, such companies generally have limited access to capital and higher funding costs, may be in a
weaker financial position and may need more capital to expand or compete. The above financial challenges may make
it difficult for such borrowers to make scheduled payments of interest or principal on their loans. Accordingly,
advances made to such types of borrowers entail higher risks than advances made to companies who are able to access
traditional credit sources.

A portion of our portfolio also may be committed to the origination or purchasing of commercial loans where the
borrower is a business with a history of poor operating performance, based on our belief that we can realize value
from a loan on the property despite such borrower’s performance history. However, if such borrower were to continue
to perform poorly after the origination or purchase of such loan, including due to the above financial challenges, we
could be adversely affected.

Certain balance sheet loans may be more illiquid and involve a greater risk of loss than long-term mortgage loans.

We originate and acquire balance sheet loans generally having maturities of three years or less, that provide interim
financing to borrowers seeking short-term capital for the acquisition or transition (for example, lease up and/or
rehabilitation) of commercial real estate generally having a maturity of three years or less. Such a borrower under an
interim loan often has identified a transitional asset that has been under-managed and/or is located in a recovering
market. If the market in which the asset is located fails to recover according to the borrower’s projections, or if the
borrower fails to improve the quality of the asset’s management and/or the value of the asset, the borrower may not
receive a sufficient return on the asset to satisfy the interim loan, and we bear the risk that we may not recover some or
all of our initial expenditure. In addition, borrowers usually use the proceeds of a long-term mortgage loan to repay an
interim loan. We may therefore be dependent on a borrower’s ability to obtain permanent financing to repay our
interim loan, which could depend on market conditions and other factors.

Further, interim loans may be relatively less liquid than loans against stabilized properties due to their short life, their
potential unsuitability for securitization, any unstabilized nature of the underlying real estate and the difficulty of
recovery in the event of a borrower’s default. This lack of liquidity may significantly impede our ability to respond to
adverse changes in the performance of our interim loan portfolio and may adversely affect the value of the portfolio.

Such “liquidity risk” may be difficult or impossible to hedge against and may also make it difficult to effect a sale of
such assets as we may need or desire. As a result, if we are required to liquidate all or a portion of our interim loan
portfolio quickly, we may realize significantly less than the value at which such investments were previously
recorded, which may fail to maximize the value of the investments or result in a loss.
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We may finance first mortgages, which may present greater risks than if we had made first mortgages directly to
owners of real estate collateral.

Our portfolio may include first mortgage loan financings which are loans made to holders of commercial real estate
first mortgage loans that are secured by commercial real estate. While we have certain rights with respect to the real
estate collateral underlying a first mortgage loan, the holder of the commercial real estate first mortgage loans may fail
to exercise its rights with respect to a default or other adverse action relating to the underlying real estate collateral or
fail to promptly notify us of such an event which would adversely affect our ability to enforce our rights. In addition,
in the event of the bankruptcy of the borrower under the first mortgage loan, we may not have full recourse to the
assets of the holder of the commercial real estate loan, or the assets of the holder of the commercial real estate loan
may not be sufficient to satisfy our first mortgage loan financing. Financings of first mortgage loans might not
generate qualifying income for REIT purposes and may be held in a taxable REIT subsidiary, resulting in a lower
after-tax return to Ladder than other financings. Accordingly, we may face greater risks from our first mortgage loan
financings than if we had made first mortgage loans directly to owners of real estate collateral.
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We may originate or acquire construction loans, which may expose us to an increased risk of loss.

We may originate or acquire construction loans. If we fail to fund our entire commitment on a construction loan or if a
borrower otherwise fails to complete the construction of a project, there could be adverse consequences associated
with the loan, including: a loss of the value of the property securing the loan, especially if the borrower is unable to
raise funds to complete construction from other sources; a borrower claim against us for failure to perform under the
loan documents; increased costs to the borrower that the borrower is unable to pay; a bankruptcy filing by the
borrower; and abandonment by the borrower of the collateral for the loan.

We are subject to additional risks associated with loan participations.

Some of our loans are participation interests or co-lender arrangements in which we share the rights, obligations and
benefits of the loan with other lenders. We may need the consent of these parties to exercise our rights under such
loans, including rights with respect to amendment of loan documentation, enforcement proceedings in the event of
default and the institution of, and control over, foreclosure proceedings. Similarly, a majority of the participants may
be able to take actions to which we object but to which we will be bound if our participation interest represents a
minority interest. We may be adversely affected by this lack of full control.

We may originate or acquire B-Notes, a form of subordinated mortgage loan, and we may be subject to additional
risks relating to the privately negotiated structure and terms of the transaction, which may result in losses to us.

We may originate or acquire B-Notes. A B-Note is a mortgage loan typically (i) secured by a first mortgage on a
single large commercial property or group of related properties and (ii) subordinated to an A-Note secured by the
same first mortgage on the same collateral. As a result, if a borrower defaults, there may not be sufficient funds
remaining for B-Note owners after

payment to the A-Note owners. B-Notes reflect similar credit risks to comparably rated CMBS.

However, since each transaction is privately negotiated, B-Notes can vary in their structural characteristics and risks.
For example, the rights of holders of B-Notes to control the process following a borrower default may be limited in
certain investments and circumstances. Further, B-Notes typically are secured by a single property, and so reflect the
increased risks associated with a single property compared to a pool of properties. B-Notes also are less liquid than
CMBS, thus we may be unable to dispose of underperforming or non-performing investments.

Our investments in subordinate loans, subordinate participation interests in loans and subordinate CMBS rank junior
to other senior debt and we may be unable to recover our investment in these loans.

We may originate or acquire subordinate loans (including mezzanine loans), subordinate participation interests in
loans and subordinate CMBS. In the event a borrower defaults on a loan and lacks sufficient assets to satisfy our loan,
we may suffer a loss of principal or interest. In the event a borrower declares bankruptcy, we may not have full
recourse to the assets of the borrower, or the assets of the borrower may not be sufficient to satisfy the loan. In
addition, certain of our loans may be subordinate to other debt of the borrower. If a borrower defaults on a loan to us
or on debt senior to our loan, or in the event of a borrower bankruptcy, our loan will be satisfied only after the senior
debt is paid in full. Where debt senior to our loan exists, the presence of intercreditor arrangements may limit our
ability to amend loan documents, assign our loans, accept prepayments, exercise remedies and control decisions made
in bankruptcy proceedings relating to borrowers.

If a borrower defaults on our mezzanine loan, subordinate loan or debt senior to any loan, or in the event of a borrower
bankruptcy, our mezzanine loan will be satisfied only after the senior debt is paid in full. As a result, we may not
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recover some or all of our initial expenditure. In addition, mezzanine and subordinate loans may have higher
loan-to-value ratios than first mortgage loans, resulting in less equity in the property and increasing the risk of loss of
principal. Significant losses related to our mezzanine loans or subordinate loans would result in operating losses for
us.
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In general, losses on a mortgaged property securing a mortgage loan included in a securitization will be borne first by
the equity holder of the property, then by a cash reserve fund or letter of credit, if any, then by the holder of a
mezzanine loan or B-Note, if any, then by the “first loss” subordinated security holder (generally, the “B-Piece” buyer)
and then by the holder of a higher-rated security. In the event of default and the exhaustion of any equity support,
reserve fund, letter of credit, mezzanine loans or B-Notes, and any classes of securities junior to those in which we
may invest, we may not be able to recover all of our investment in the securities we purchased. In addition, if the
underlying mortgage portfolio has been overvalued by the originator, or if the values subsequently decline and, as a
result, less collateral is available to satisfy interest and principal payments due on the related mortgage-backed
securities, the securities in which we may invest may effectively become the “first loss” position behind the more senior
securities, which may result in significant losses to us. The prices of lower credit quality securities are generally less
sensitive to interest rate changes than more highly rated investments, but more sensitive to adverse economic
downturns or individual issuer developments. A projection of an economic downturn, for example, could cause a
decline in the price of lower credit quality securities because the ability of obligors of mortgage loans underlying the
mortgage-backed securities to make principal and interest payments may be impaired. In such event, existing credit
support in the securitization structure may be insufficient to protect us against loss of our principal in these securities.

The market value of our investments in CMBS could fluctuate materially as a result of various risks that are out of our
control and may result in significant losses.

We currently invest in and may continue to invest in CMBS, a specific type of structured finance security. CMBS are
securities backed by obligations (including certificates of participation in obligations) that are principally secured by
commercial mortgage loans or interests therein having a multi-family or commercial use, such as shopping malls,
other retail space, office buildings, industrial or warehouse properties, hotels, nursing homes and senior living centers.
Accordingly, investments in CMBS are subject to the various risks described herein which relate to the pool of
underlying assets in which the CMBS represents an interest. The exercise of remedies and successful realization of
liquidation proceeds relating to commercial mortgage loans underlying CMBS may be highly dependent on the
performance of the servicer or special servicer. There may be a limited number of special servicers available,
particularly those which do not have conflicts of interest. We will bear the risk of loss on any CMBS we purchase.
Further, the insurance coverage for various types of losses is limited in amount and we would bear losses in excess of
the applicable limitations.

We may attempt to underwrite our investments on a “loss-adjusted” basis, which projects a certain level of performance.
However, there can be no assurance that this underwriting will accurately predict the timing or magnitude of such
losses. To the extent that this underwriting has incorrectly anticipated the timing or magnitude of losses, our business
may be adversely affected. Some mortgage loans underlying CMBS may default. Under such circumstances, cash

flows of CMBS investments held by us may be adversely affected as any reduction in the mortgage payments or
principal losses on liquidation of any mortgage loan may be applied to the class of CMBS relating to such defaulted
loans that we hold.

The market value of our CMBS investments could fluctuate materially over time as the result of changes in mortgage
spreads, treasury bond interest rates, capital market supply and demand factors, and many other factors that affect
high-yield fixed income products. These factors are out of our control, and could influence our ability to obtain
short-term financing on the CMBS. The CMBS in which we may invest may have no, or only a limited, trading
market. In addition, we may in the

future invest in CMBS investments that are not rated by any credit rating agency, and such investments may be less
liquid than CMBS that are rated. The financial markets in the past have experienced and could in the future experience
a period of volatility and reduced liquidity which may reoccur or continue and reduce the market value of CMBS.
Some or all of the CMBS that we hold may be subject to restrictions on transfer and may be considered illiquid.
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We have acquired and, in the future, may acquire net leased real estate assets, or make loans to owners of net leased
real estate assets (including ourselves), which carry particular risks of loss that may have a material impact on our
financial condition, liquidity and results of operations.

A net lease requires the tenant to pay, in addition to the fixed rent, some or all of the property expenses that normally
would be paid by the property owner. The value of our investments and the income from our investments in net leased
properties, if any, will depend upon the ability of the applicable tenant to meet its obligations to maintain the property
under the terms of the net lease. If a tenant fails or becomes unable to so maintain a property, the cash flow and/or the
value of the property would be adversely affected. In addition, under many net leases the owner of the property retains
certain obligations with respect to the property, including among other things, the responsibility for maintenance and
repair of the property, to provide adequate parking, maintenance of common areas and compliance with other
affirmative covenants in the lease. If we, as the owner, or the borrower, were to fail to meet these obligations, the
applicable tenant could abate rent or terminate the applicable lease, which may result in a loss of capital invested in,
and anticipated profits from, the property. In addition, we, as the owner, or the borrower may find it difficult to lease
certain property to new tenants if that property had been suited to the particular needs of a former tenant.

The expense of operating and owning real property may impact our cash flow from operations.

We have in the past and may in the future make equity investments in real property. Costs associated with real estate
investment, such as real estate taxes, insurance and maintenance costs, generally are not reduced even when a property
is not fully occupied, rental rates decrease or other circumstances cause a reduction in income from the property. As a
result, cash flow from the operations of our properties may be reduced if a tenant does not pay its rent or we are
unable to rent out properties on favorable terms. Under those circumstances, we might not be able to enforce our
rights as landlord without delays and may incur substantial legal costs. Additionally, new properties that we may
acquire or redevelop may not produce significant revenue immediately, and the cash flow from existing operations
may be insufficient to pay the operating expenses and principal and interest on debt associated with such properties
until they are fully leased.

For example, in December 2012, we entered into a joint venture to purchase 427 residential condominium units in
Veer Towers. There can be no assurance that this investment will generate positive cash flows in excess of the
expense of owning and operating such properties.

Our investments in securities and mortgages issued by agencies or instrumentalities of the U.S. government face risks
of prepayments or defaults on U.S. Agency Securities that we own at a premium and of “negative convexity.”

We currently invest in and may continue to invest in securities and mortgages issued by agencies or instrumentalities

of the U.S. government, including Ginnie Mae, Fannie Mae, the Federal Housing Administration (“FHA”), Freddie Mac
and other government agency mortgages secured by single multifamily properties or skilled nursing facilities.
Additionally, we invest in real estate mortgage investment conduit (“REMIC”) securities collateralized by these
mortgages. We invest in U.S. Agency Securities, the principal of which is guaranteed implicitly or explicitly by the

U.S. government. Therefore, the most significant risks present in U.S. Agency Securities owned by us are first, in
prepayments or defaults on U.S. Agency Securities

that we own at a premium and second, “negative convexity,” as defined below.

We are exposed to the risk of increased prepayments or defaults by any mortgage or security that we own at a
premium, such as any interest-only securities, most single mortgage securities and all construction and permanent
loans. Any principal paydown diminishes the amount outstanding in these securities and reduces the yield to us.
Before purchasing a loan or security, we judge the likelihood of prepayment based on certain prepayment and default
parameters and our own experience in the government agency security market. Different estimates, judgments and
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assumptions reasonably could be used that would have a material effect on our judgment and, accordingly, result in
losses to our business.
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“Negative convexity” is the inverse relationship between interest rates and the average expected life of a pool of
mortgage loans; when interest rates rise, a mortgage may extend and when interest rates fall, a mortgage may prepay
or default. As in any mortgage security, negative convexity is a concern as the yield on mortgage-backed securities is
based on the average expected life of the underlying pool of mortgage loans. The actual prepayment experience of
such pools may cause the yield we realize to differ from that calculated by us in making the investment, resulting in
losses or profits. To protect against prepayments in a falling interest rate environment, typically each newly originated
multifamily loan owned by us has a combination of 10 years of call/prepayment protection. However, an unexpected
default in a single large property may reduce yield. In each transaction, we attempt to understand the agencies’
underwriting processes in order to assess the risk of default associated with a particular U.S. Agency Security. We
also endeavor to diversify our holdings and at periodic points in time, sell our older positions for newer product,
which may have less likelihood of default. There is no guarantee that we will be successful in either of these activities.
When interest rates are rising, the rate of prepayment tends to decrease, thereby lengthening the actual average life of
such pools. We frequently update our extension risk analyses and, if necessary, our hedging to account for this risk.
The same is true when interest rates fall and prepayments tend to increase.

Other risks associated with U.S. Agency Securities are illiquidity, re-investment and the risk that a construction loan
may not roll into a permanent loan.

A change to the conservatorship of Fannie Mae and Freddie Mac and related actions, along with any changes in laws
and regulations affecting the relationship between Fannie Mae and Freddie Mac and the U.S. federal government,
could adversely affect our business.

Due to increased market concerns about the ability of Fannie Mae and Freddie Mac to withstand future credit losses
associated with securities on which they provide guarantees and loans held in their investment portfolios without the
direct support of the U.S. federal government, in September 2008, the Federal Housing Finance Agency (the ‘‘FHFA’’)
placed Fannie Mae and Freddie Mac into conservatorship and, together with the Treasury, established a program
designed to boost investor confidence in Fannie Mae and Freddie Mac by supporting the availability of mortgage
financing and protecting taxpayers. The U.S. government program includes contracts between the Treasury and each
of Fannie Mae and Freddie Mac that seek to ensure that each GSE maintains a positive net worth by providing for the
provision of cash by the Treasury to Fannie Mae and Freddie Mac if FHFA determines that its liabilities exceed its
assets. Although the U.S. government has described some specific

steps that it intends to take as part of the conservatorship process, efforts to stabilize these entities may not be
successful and the outcome and impact of these events remain highly uncertain. Under the statute providing the
framework for the GSE’s conservatorship, either or both GSEs could also be placed into receivership under certain
circumstances.

There continues to be substantial uncertainty regarding the future of Fannie Mae and Freddie Mac, including the
length of time for which they may continue to exist and in what form they may operate during that period. In May
2014, the Senate Banking Committee approved plans to eliminate both Fannie Mae and Freddie Mac. The bipartisan
measure, drafted with the input from the President’s administration, would replace the U.S. owned mortgage financiers
with government bond insurance that would kick in after private capital suffered losses of at least 10 percent. The bill
would require borrowers to make down payments of at least 5 percent.

The effects that this legislation, which is not guaranteed to take effect as stated or at all, may have on our business are
yet to be determined.

We may make equity and preferred equity investments which involve a greater risk of loss than traditional debt
financing.

54



Edgar Filing: Ladder Capital Corp - Form 10-K

We may invest in equity and preferred equity interests in entities owning real estate. Such investments are subordinate
to debt financing and are not secured. Should the issuer default on our investment, in most instances we would only be
able to proceed against the entity that issued the equity in accordance with the terms of the security, and not any
property owned by

the entity. Furthermore, in the event of bankruptcy or foreclosure, we would only be able to recoup our capital after
any creditors to the entity are paid. As a result, we may not recover some or all of our capital, which could result in
losses.
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Our participation in the market for nonrecourse long-term securitizations may expose us to risks that could result in
losses to us.

Following the dislocation of credit markets that commenced in 2007, the market for nonrecourse long-term
securitizations has resumed and we have generally participated in that market by contributing loans to securitizations
led by various large financial institutions and by leading single-asset securitizations on single mortgage loans we
originated. We may, in the future, take a larger role in leading single-asset and multi-asset securitizations of mortgage
loans. To date, when we have primarily acted as a mortgage loan seller into, and occasionally as an issuer, co-manager
and/or co-underwriter of, securitizations, we have been obligated to assume substantially similar liabilities as were
required of a mortgage loan seller prior to the credit market dislocation, including with respect to representations and
warranties required to be made for the benefit of investors. In particular, in connection with any particular
securitization, we: (i) make certain representations and warranties regarding ourselves and the characteristics of, and
origination process for, the mortgage loans that we contribute to the securitization; (ii) undertake to cure, or to
repurchase or replace any mortgage loan that we contribute to the securitization that is affected by a material breach of
any such representation and warranty or a material loan document deficiency; and (iii) assume, either directly or
through the indemnification of third-parties, potential securities law liabilities for disclosure to investors regarding
ourselves and the mortgage loans that we contribute to the securitization. When we lead single-asset or multi-asset
securitizations as issuer and/or lead manager, we assume, either directly or through indemnification agreements,
additional potential securities law liabilities and third-party liabilities beyond the liabilities we would assume when we
act only as a mortgage loan seller into a securitization.

As a result of the dislocation of the credit markets, the securitization industry has become subject to additional and
changing regulation. For example, pursuant to the Dodd-Frank Act, various federal agencies have promulgated, or are
in the process of promulgating, regulations and rules with respect to various issues that affect securitizations,
including: (i) a recently-adopted rule requiring that sponsors in securitizations retain 5% of the credit risk associated
with securities they issue; (ii) requirements for additional disclosure; (iii) requirements for additional review and
reporting (including revisions to Regulation AB); and (iv) certain restrictions designed to prohibit conflicts of interest.
The risk retention rule that has been recently adopted (as it relates to CMBS) will take effect in approximately two
years and requires retention of at least 5% of the fair value of all securities issued in connection with a securitization
for a certain period of time and can be satisfied by (i) retention of a horizontal tranche (i.e., in one or more subordinate
classes), (ii) retention of a vertical security or interest in each class of securities issued in connection with the
securitization or (iii) a combination of vertical and horizontal strips. The risk (with respect to CMBS) must be retained
by the sponsor, certain mortgage loan originators or, upon satisfaction of certain requirements, up to two third-party
purchasers of interests in the securitization. Other regulations have been and may ultimately be adopted. The risk
retention rules and other rules and regulations that have been adopted or may be adopted will alter the structure of
securitizations in the future and could pose additional risks to or reduce or eliminate the economic benefits of our
participation in future securitizations. In addition, such rules and regulations could reduce or eliminate the economic
benefits of securitization or discourage traditional issuers, underwriters, b-piece buyers or other participants from
participating in future securitizations and affect the availability of securitization platforms into which we can
contribute mortgage loans, which may require that we take on additional roles and risks in connection with
effectuating securitizations of mortgage loans.

Prior to any securitization, we generally finance mortgage loans with relatively short-term facilities until a sufficient
portfolio is accumulated. We are subject to the risk that we will not be able to originate or acquire sufficient eligible
assets to maximize the efficiency of a securitization. We also bear the risk that we might not be able to obtain new
short-term facilities or would not be able to renew any short-term facilities after they expire should we need more time
to seek and acquire sufficient eligible assets for a securitization. Our inability to refinance any short-term facilities
would also increase our risk because borrowings thereunder would likely be recourse to us or one of our subsidiaries.
If we are unable to obtain and renew short-term facilities or to consummate securitizations to finance our assets on a
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long-term basis, we may be required to seek other forms of potentially less attractive financing or to liquidate assets at
an inopportune time or price.

Any credit ratings assigned to our investments could be downgraded, which could have a material impact on our
financial condition, liquidity and results of operations.

Some of our investments may be rated by one or more of Moody’s, Fitch, Standard & Poor’s, Realpoint, Dominion
Bond Rating Service, Kroll Bond Ratings or other credit rating agencies. Any credit ratings on our investments are
subject to ongoing evaluation by credit rating agencies, and we cannot be assured that any such ratings will not be
changed or withdrawn by a credit rating agency in the future if, in its judgment, circumstances warrant. If credit rating
agencies assign a lower-than-expected rating or reduce or withdraw, or indicate that they may reduce or withdraw,
their ratings of our investments in the future, the value of these investments could significantly decline, which would
adversely affect the value of our portfolio and could result in losses upon disposition or the failure of borrowers to
satisfy their debt service obligations to us.
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The credit ratings currently assigned to our investments may not accurately reflect the risks associated with those
investments.

Credit rating agencies rate investments based upon their assessment of the perceived safety of the receipt of principal
and interest payments from the issuers of such debt securities. Credit ratings assigned by the credit rating agencies
may not fully reflect the true risks of an investment in such securities. Also, credit rating agencies may fail to make
timely adjustments

to credit ratings based on recently available data or changes in economic outlook or may otherwise fail to make
changes in credit ratings in response to subsequent events, so that our investments may in fact be better or worse than
the ratings indicate. We try to reduce the impact of the risk that a credit rating may not accurately reflect the risks
associated with a particular debt security by not relying solely on credit ratings as the indicator of the quality of an
investment. We make our acquisition decisions after factoring in other information, such as the discounted value of a
CMBS security’s projected future cash flows, and the value of the real estate collateral underlying the mortgage loans
owned by the issuing REMIC trust. However, our assessment of the quality of a CMBS investment may also prove to
be inaccurate and we may incur credit losses in excess of our initial expectations.

We could incur losses from investments in non-conforming and non-investment grade-rated loans or securities, which
could have a material impact on our financial condition, liquidity and results of operations.

Some of our investments may not conform to conventional loan standards applied by traditional lenders and either
may not be rated or may be rated as non-investment grade by the credit rating agencies. The non-investment grade
ratings for these assets typically result from the overall leverage of the underlying loans, the lack of a strong operating
history for the properties underlying the loans, the borrowers’ credit history, the properties’ underlying cash flow or
other factors. As a result, these investments will have a higher risk of default and loss than investment grade-rated
assets. Any loss that we incur may be significant. There may be no limits on the percentage of unrated or
non-investment grade rated assets that we may hold in our portfolio.

Some of our portfolio investments will be recorded at fair value and there is uncertainty as to the value of these
investments. Furthermore, our determinations of fair value may have a material impact on our financial condition and
results of operations.

The value of some of our investments may not be readily determinable. We will value these investments quarterly at
fair value, as determined in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (Topic 820): Fair Value Measurement, or ASC 820. Because such valuations are subjective, the fair
value of certain of our assets may fluctuate over short periods of time and our determinations of fair value may differ
materially from the values that would have been used if a ready market for these assets existed. Our determinations of
fair value may have a material impact on our earnings, in the case of impaired loans and other assets, trading securities
and available-for-sale securities that are subject to OTTI, or our accumulated other comprehensive income/(loss) in
our stockholders’ equity, in the case of available-for-sale securities that are subject only to temporary impairments.

In many cases, our determination of the fair value of our investments will be based on valuations provided by
third-party dealers and pricing services. Valuations of certain of our assets are often difficult to obtain or unreliable. In
general, dealers and pricing services heavily disclaim their valuations. Dealers may claim to furnish valuations only as
an accommodation and without special compensation, and so they may disclaim any and all liability for any direct,
incidental or consequential damages arising out of any inaccuracy or incompleteness in valuations, including any act
of negligence or breach of any warranty. Depending on the complexity and illiquidity of an asset, valuations of the
same asset can vary substantially from one dealer or pricing service to another. Additionally, our results of operations
for a given period could be adversely affected if our determinations regarding the fair value of these investments were
materially higher than the values that we ultimately realize upon their disposal.
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Our ability to collect upon the mortgage loans may be limited by the application of state laws.

Each of our mortgage loans permits us to accelerate the debt upon default by the borrower. The courts of all states will
enforce acceleration clauses in the event of a material payment default, subject in some cases to a right of the court to
revoke such acceleration and reinstate the mortgage loan if a payment default is cured. The equity courts of any state,
however, may

refuse to allow the foreclosure of a mortgage, deed of trust, or other security instrument or to permit the acceleration
of the indebtedness if the exercise of those remedies would be inequitable or unjust or the circumstances would render
the acceleration unconscionable. Thus, a court may refuse to permit foreclosure or acceleration if a default is deemed
immaterial or the exercise of those remedies would be unjust or unconscionable or if a material default is cured.

Further, the ability to collect upon mortgage loans may be limited by the application of state and federal laws. Several
states (including California) have laws that prohibit more than one “judicial action” to enforce a mortgage obligation.
Some courts have construed the term “judicial action” broadly.

The borrowers under the loans underlying our investments may be unable to repay their remaining principal balances
on their stated maturity dates, which could negatively impact our business results.

Our mortgage loans may be non-amortizing or partially amortizing balloon loans that provide for substantial payments
of principal due at their stated maturities. Balloon loans involve a greater risk to the lender than amortizing loans
because a borrower’s ability to repay a balloon mortgage loan on its stated maturity date typically will depend upon its
ability either to

refinance the mortgage loan (although some loans such as those on condominium projects, may be at least partially
self- liquidating) or to sell the mortgaged property at a price sufficient to permit repayment. A borrower’s ability to
effect a refinancing or sale will be affected by a number of factors. We are not obligated to refinance any of these
mortgage loans.

Third-party diligence reports on mortgaged properties are made as of a point in time and are therefore limited in
scope.

Appraisals and engineering and environmental reports, as well as a variety of other third party reports, are generally
obtained with respect to each of the mortgaged properties underlying our investments at or about the time of
origination. Appraisals are not guarantees of present or future value. One appraiser may reach a different conclusion
than the conclusion that would be reached if a different appraiser were appraising that property. Moreover, the values
of the mortgaged properties may have fluctuated significantly since the appraisals were performed. In addition, any
third party report, including any engineering report, environmental report, site inspection or appraisal represents only
the analysis of the individual consultant, engineer or inspector preparing such report at the time of such report, and
may not reveal all necessary or desirable repairs, maintenance, remediation and capital improvement items.

The owners of, and borrowers on, the properties which secure our investments may seek the protection afforded by
bankruptcy, insolvency and other debtor relief laws, which may create potential for risk of loss to us.

Although commercial mortgage lenders typically seek to reduce the risk of borrower bankruptcy through such items
as nonrecourse carveouts for bankruptcy and special purpose entity/separateness covenants and/or non-consolidation
opinions for borrowing entities, the owners of, and borrowers on, the properties which secure our investments may
still seek the protection afforded by bankruptcy, insolvency and other debtor relief laws. One of the protections
offered in such proceedings to borrowers or owners is a stay of legal proceedings against such borrowers or owners,
and a stay of enforcement proceedings against collateral for such loans or underlying such securities (including the
properties and cash collateral). A stay of
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foreclosure proceedings could adversely affect our ability to realize on its collateral, and could adversely affect the
value of those assets. Other protections in such proceedings to borrowers and owners include forgiveness of debt, the
ability to create super priority liens in favor of certain creditors of the debtor, the potential loss of cash collateral held
by the lender if the

lender is over-collateralized, and certain well defined claims procedures. Additionally, the numerous risks inherent in
the bankruptcy process create a potential risk of loss of our entire investment in any particular investment.
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Liability relating to environmental matters may impact the value of properties that we may acquire or the properties
underlying our investments.

Liability relating to environmental matters may decrease the value of the underlying properties of our investments and
may adversely affect the ability of a person to sell such property or real estate instrument related to the property or
borrow using such property as collateral and may adversely affect the security afforded by a property for a mortgage
loan. 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, about, under or in 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. To the extent that an

owner of an underlying property becomes liable for removal costs, testing, monitoring, remediation, bodily injury or
property damage, 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 related to such property. If we acquire any properties by foreclosure or
otherwise, the presence of hazardous substances on a property may adversely affect our ability to sell the property and
we may incur substantial remediation costs, thereby harming our financial conditions. The discovery of material
environmental liabilities attached to such properties could have a material adverse effect on our results of operations
and financial condition. Moreover, some federal and state laws provide that, in certain situations, a secured lender,
such as us, may be liable as an “owner” or “operator” of the real property, regardless of whether the borrower or previous
owner caused the environmental damage. Therefore, the presence of hazardous materials on certain property could
have an adverse effect on us in our capacity as the owner of such

property, as the mortgage lender to the owner of such property, or as the holder of a real estate instrument related to
such property.

Insurance on the real estate underlying our loans and investments may not cover all losses, and this shortfall could
result in both loss of cash flow from and a decrease in the asset value of the affected property.

The borrower, or we as property owner and/or originating lender, as the case may be, might not purchase enough or
the proper types of insurance coverage to cover all losses. Further, there are certain types of losses, generally of a
catastrophic nature, such as earthquakes, floods, hurricanes, terrorism or acts of war that may be uninsurable or not
economically insurable. Inflation, changes in building codes and ordinances, environmental considerations and other
factors, including terrorism or acts of war, also might make the insurance proceeds insufficient to repair or replace a
property if it is damaged or destroyed. Under such circumstances, the insurance proceeds received might not be
adequate to restore our economic position with respect to the affected real property. Any uninsured loss could result in
both loss of cash flow from and a decrease in the asset value of the affected property.

Our entitlement to repayment on a loan may be impacted by the doctrine of equitable subordination, which would
result in the subordination of our claim to the claims of other creditors of the borrower.

Courts have, in some cases, applied the doctrine of equitable subordination to subordinate the claim of a lending
institution against a borrower to claims of other creditors of the borrower, when the lending institution is found to
have engaged in unfair, inequitable or fraudulent conduct. The courts have also applied the doctrine of equitable
subordination when a lending institution or its affiliates are found to have exerted inappropriate control over a
borrower, including control resulting from the ownership of equity interests in a borrower. In certain instances where
we own equity in a property, we also may make one or more loans to the owner of such property. Payments on one or
more of our loans, particularly a loan to a borrower in which we also hold equity interests, may be subject to claims of
equitable subordination that would place our entitlement to repayment of the loan on an equal basis with holders of the
borrower’s common equity only after all of the borrower’s obligations relating to its other debt and preferred securities
has been satisfied.
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If we purchase or originate loans secured by liens on facilities that are subject to a ground lease and such ground lease
is terminated unexpectedly, our interests could be adversely affected.

A ground lease is a lease of land, usually on a long-term basis, that does not include buildings or other improvements
on the land. Normally any real property improvements made by the lessee during the term of the lease will revert to
the owner at the end of the lease term. We may purchase or originate loans secured by liens on facilities that are
subject to a ground lease, and, if the ground lease were to terminate unexpectedly, due to the borrower’s default on
such ground lease, our business could be adversely affected.
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For certain of our loans, we may rely on loan agents and special servicers and such agents and servicers may not act in
the manner that we expect.

With respect to some of our loans, we will be neither the agent of the lending group that receives payments under the
loan nor the agent of the lending group that controls the collateral for purposes of administering the loan. When we are
not the agent for a loan, we may not receive the same financial or operational information as we would receive for
loans for which we are the agent and, in many instances, the information on which we must rely may be provided by
the agent rather than directly by the borrower. As a result, it may be more difficult for us to track or rate such loans
than it is for the loans for which we are the agent. Additionally, we may be prohibited or otherwise restricted from
taking actions to enforce the loan or to foreclose upon the collateral securing the loan without the agreement of other
lenders holding a specified minimum aggregate percentage, generally a majority or two-thirds of the outstanding
principal balance. It is possible that an agent or other lenders for one of such loans may choose not to take the same
actions to enforce the loan or to foreclose upon the collateral securing the loan that we would have taken had we been
agent for the loan.

We may not be able to control the party who services the mortgage loans included in the CMBS in which we may
invest if those loans are in default and, in such cases, our interests could be adversely affected.

With respect to each series of the CMBS in which we may invest, overall control over the special servicing of the
related underlying mortgage loans will be held by a “directing certificate-holder” or a “controlling class representative,”
which is appointed by the holders of the most subordinate class of CMBS in such series. We may not have the right to
appoint the

directing certificate-holder or controlling class representative. In connection with the servicing of the specially

serviced mortgage loans, the related special servicer may, at the direction of the directing certificate-holder or
controlling class representative, take actions with respect to the specially serviced mortgage loans that could adversely
affect our interests. However, the special servicer is not permitted to take actions that are prohibited by law or violate
the applicable servicing standard or the terms of the mortgage loan documents.

We may be required to make determinations of a borrower’s creditworthiness based on incomplete information or
information that we cannot verify, which may cause us to purchase or originate loans that we otherwise would not
have purchased or originated and, as a result, may negatively impact our business.

The commercial real estate lending business depends on the creditworthiness of borrowers, which we must judge. In
making such judgment, we will depend on information obtained from non-public sources and the borrowers in making
many decisions related to our portfolio, and such information may be difficult to obtain or may be inaccurate. As a
result, we may be required to make decisions based on incomplete information or information that is impossible or
impracticable to verify. A determination as to the creditworthiness of a prospective borrower is based on a wide-range
of information including, without limitation, information relating to the form of entity of the prospective borrower,
which may indicate whether the borrower can limit the impact that its other activities have on its ability to pay
obligations related to the mortgaged property. Even if we are provided with full and accurate disclosure of all material
information concerning a borrower, members of the management team may misinterpret or incorrectly analyze this
information, which may cause us to purchase or originate loans that we otherwise

would not have purchased or originated and, as a result, may negatively impact our business or the borrower could
still defraud us after origination leading to a loss.

Our reserves for loan losses may prove inadequate, which could have a material adverse effect on us.

We maintain and regularly evaluate financial reserves to protect against potential future losses. Our reserves reflect
management’s judgment of the probability and severity of losses. We cannot be certain that our judgment will prove to
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be correct and that reserves will be adequate over time to protect against potential future losses because of
unanticipated adverse changes in the economy or events adversely affecting specific assets, borrowers, industries in
which our borrowers operate or markets in which our borrowers or their properties are located. We must evaluate
existing conditions on our debt investments to make determinations to record loan loss reserves on these specific
investments. If our reserves for credit losses prove inadequate, we could suffer losses which would have a material
adverse effect on our financial performance.
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If the loans that we originate or purchase do not comply with applicable laws, we may be subject to penalties.

Loans that we originate or purchase may be directly or indirectly subject to U.S. laws. Real estate lenders and

borrowers may be responsible for compliance with a wide range of law intended to protect the public interest,

including, without limitation, the Truth in Lending, Equal Credit Opportunity, Fair Housing and Americans with

Disabilities Acts and local zoning laws (including, but not limited, to zoning laws that allow permitted

non-conforming uses). If we or any other person fail to comply with such laws in relation to a loan that we have

purchased or originated, legal penalties may be imposed, and our business may be adversely affected as a result.
Additionally, jurisdictions with “one action,” “security first” and/or “antideficiency rules” may limit our ability or the ability
of a special servicer of a CMBS issuance to foreclose on a real property or to realize on obligations secured by a real
property. In the future, new laws may be enacted or imposed by federal, state or local governmental entities, and such

laws may have an adverse effect on our business.

We are subject to various risks relating to non-U.S. securities and loans that may make them more risky than our
investments in U.S.-based securities and loans.

Investments in securities or loans of non-U.S. issuers or borrowers or on non-U.S. properties and securities
denominated or whose prices are quoted in non-U.S. currencies pose, to the extent not hedged, currency exchange
risks (including blockage, devaluation and nonexchangeability), as well as a range of other potential risks which could
include expropriation, confiscatory taxation, withholding or other taxes on interest, dividends, capital gain or other
income, political or social instability, illiquidity, price volatility, market manipulation and the burdens of complying
with international licensing and regulatory requirements and prohibitions that differ between jurisdictions. In addition,
less information may be available regarding non-U.S. properties or securities of non-U.S. issuers or borrowers and
non-U.S. issuers or borrowers may not be subject to accounting, auditing and financial reporting standards and
requirements comparable to or as uniform as those of U.S. issuers. Transaction costs of investing in non-U.S.
securities or loan markets are generally higher than in the United States, and there may be less government
supervision and regulation of exchanges, brokers and issuers than there is in the United States. We might have greater
difficulty taking appropriate legal action in non-U.S. courts and non-U.S. markets also have different clearance and
settlement procedures which in some markets have at times failed to keep pace with the volume of transactions,
thereby creating substantial delays and settlement failures that could adversely affect our performance.

Risks Related to Our Indebtedness
Our business is highly leveraged, which could lead to greater losses than if we were not as leveraged.

We do and, in the future, intend to use financial leverage in executing our business plan. Such borrowings my take the
form of “financing facilities” such as bank credit facilities, credit facilities from government agencies (including the
FHLB), repurchase agreements and warehouse lines of credit, which are secured revolving lines of credit that we
utilize to warehouse portfolios or real estate instruments until we exit them through securitization. We do and, in the
future, intend to enter into securitization and other long-term financing transactions to use the proceeds from such
transactions to reduce the outstanding balances under these financing facilities. However, such agreements may
include a recourse component. Further, any financing facilities that we currently have or may use in the future to
finance our assets may require us to provide additional collateral or pay down debt if the market value of our assets
pledged or sold to the provider of the credit facility or the repurchase agreement counterparty decline in value. In
addition, our borrowings are generally based on floating interest rates, the fluctuation of which could adversely affect
our business and results of operations. Our use of leverage in a market that moves adversely to our business interests
could result in a substantial loss to us, which would be greater than if we were not leveraged.
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There can be no assurance that we will be able to utilize financing arrangements in the future on favorable terms, or at
all.

There is no assurance that we will be able to obtain, maintain or renew our financing facilities on terms favorable to us
or at all. Furthermore, any financing facility that we enter into will be subject to conditions and restrictive covenants
relating to our operations, which may inhibit our ability to grow our business and increase revenues. To the extent we
breach a covenant or cannot satisfy a condition, such facility may not be available to us, or may be required to be
repaid in full or in part, which could limit our ability to pursue our business strategies. Further, such borrowings may
limit the length of time during which any given asset may be used as eligible collateral.
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Additionally, if we are unable to securitize our loans to replenish a warehouse line of credit, we may be required to
seek other forms of potentially less attractive financing or otherwise to liquidate our assets. Furthermore, some of our
warehouse lines of credit contain cross-default provisions. If a default occurs under one of these warehouse lines of
credit and the lenders terminate one or more of these agreements, we may need to enter into replacement agreements
with different lenders. There can be no assurance that we will be successful in entering into such replacement
agreements on the same terms as the terminated warehouse line of credit.

We may issue more unsecured corporate bonds in the future depending on the financing requirements of our business
and market conditions. Our failure to maintain the credit ratings on our debt securities could negatively affect our
ability to access capital and could increase our interest expense. The credit rating agencies periodically review our
capital structure and the quality and stability of our earnings. Deterioration in our capital structure or the quality and
stability of our earnings could result in a downgrade of the credit ratings on our Notes and other debt securities. Any
negative ratings actions could constrain the capital available to us and could limit our access to funding for our
operations. We are dependent upon our ability to access capital at rates and on terms we determine to be attractive. If
our ability to access capital becomes constrained, our interest costs could increase, which could have material adverse
effect on our results of operations, financial condition and cash flows.

The utilization of any of our repurchase and warehouse facilities and other financing arrangements is subject to the
pre- approval of the lender, which we may be unable to obtain.

In order to borrow funds under a repurchase or warehouse agreement or other financing arrangement, the lender has
the right to review the potential assets for which we are seeking financing and approve such asset in its sole discretion.
Accordingly, we may be unable to obtain the consent of a lender to finance an investment and alternate sources of
financing for such asset may not exist.

Our use of repurchase agreements to finance our securities and/or loans may give our lenders greater rights in the
event that either we or a lender files for bankruptcy, including the right to repudiate our repurchase agreements, which
could limit or delay our claims.

In the event of our insolvency or bankruptcy, certain repurchase agreements may qualify for special treatment under
the U.S. Bankruptcy Code, the effect of which, among other things, would be to allow the lender under the applicable
repurchase agreement to avoid the automatic stay provisions of the U.S. Bankruptcy Code and to foreclose on the
collateral agreement without delay. In the event of the insolvency or bankruptcy of a lender during the term of a
repurchase agreement, the lender may be permitted under applicable insolvency laws to repudiate the contract, and our
claim against the lender for damages may be treated simply as an unsecured claim. In addition, if the lender is a broker
or dealer subject to the Securities Investor Protection Act of 1970, or an insured depository institution subject to the
Federal Deposit Insurance Act, our ability to exercise our rights to recover our securities under a repurchase
agreement or to be compensated for any damages resulting from the lender’s insolvency may be further limited by
those statutes. These claims would be subject to significant delay and, if and when received, may be substantially less
than the damages we actually incur. Therefore, our use of repurchase agreements to finance our portfolio assets
exposes our pledged assets to risk in the event of a bankruptcy filing by either a lender or ourselves.
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If a counterparty to our repurchase transactions defaults on its obligation to resell the underlying security and/or loans
to us at the end of the transaction term, or if the value of the underlying security and/or loans has declined as of the
end of that term, or if we default on our obligations under the repurchase agreement, we will lose money on our
repurchase transactions.

When we engage in repurchase transactions, we generally sell securities and/or loans to lenders (i.e., repurchase
agreement counterparties) in return for cash from the lenders. The lenders then are obligated to resell the same
securities and/or loans to us at the end of the term of the transaction. In a repurchase agreement, the cash we receive
from a lender when we initially sell the securities and/or loans to such lender is less than the value of the securities
and/or loans sold. If the lender defaults on its obligation to resell the same securities and/or loans to us under the terms
of a repurchase agreement, we will incur a loss on the transaction equal to the difference between the value of the
securities and/or loans sold and the cash we received from the lender (assuming there was no change in the value of
the securities and/or loans). We also would lose money on a repurchase transaction if the value of the underlying
securities and/or loans has declined as of the end of the transaction term, as we would have to repurchase the securities
and/or loans for their initial value but would receive securities and/or loans worth less than that amount. Further, if we
default on one of our obligations under a repurchase transaction, the lender will be able to terminate the transaction
and cease entering into any other repurchase transactions with us. Our repurchase agreements generally contain
cross-default provisions, so that if a default occurs under any one agreement, the lenders under our other agreements
also could declare a default. If a default occurs under any of our repurchase agreements and the lenders terminate one
or more of their repurchase agreements, we may need to enter into replacement repurchase agreements with different
lenders. There can be no assurance that we will be successful in entering into such replacement repurchase agreements
on the same terms as the repurchase agreements that were terminated or at all. Any losses that we incur on our
repurchase transactions could adversely affect our earnings.

We may be subject to repurchases of loans or indemnification on loans and real estate that we have sold if certain
representations or warranties in those sales are breached.

If loans that we sell or securitize do not comply with representations and warranties that we make about the loans, the
borrowers, or the underlying properties, we may be required to repurchase such loans (including from a trust vehicle
used to facilitate a structured financing of the assets through a securitization) or replace them with substitute loans.
Additionally, in the

case of loans and real estate that we have sold, we may be required to indemnify persons for losses or expenses
incurred as a result of a breach of a representation or warranty. Repurchased loans typically will require a significant
allocation of working capital to be carried on our books, and our ability to borrow against such assets may be limited.
Any significant repurchases or

indemnification payments could adversely affect our business.

Risks Related to Regulatory and Compliance Matters

One of our subsidiaries is registered as a broker-dealer and is subject to various broker-dealer regulations. Violations
of these regulations could result in revocation of broker-dealer licenses, fines or other disciplinary action.

We have a subsidiary, LCS, which is registered as a broker-dealer with the SEC and in all 50 states, the District of
Columbia, Puerto Rico and the U.S. Virgin Islands, and is a member of FINRA. This subsidiary, which from time to
time co-manages the CMBS securitizations to which an affiliate contributes collateral as loan seller, is subject to
regulations that cover all aspects of its business, including sales methods, trade practices, use and safekeeping of
clients’ funds and securities, the capital structure of the subsidiary, recordkeeping, the financing of clients’ purchases
and the conduct of directors, officers and employees. The SEC and FINRA have also imposed both conduct-based and
disclosure-based requirements with respect to research reports. Violation of these regulations can result in the
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revocation of broker-dealer licenses (which could result in our having to hire new licensed investment professionals
before continuing certain operations), the imposition of censure or fines and the suspension or expulsion of the
subsidiary, its officers or employees from FINRA. In addition, LCS is subject to routine periodic examination by the
staff of FINRA.

As a registered broker-dealer and member of a self-regulatory organization, LCS is subject to the SEC’s uniform net
capital rule. Rule 15¢3-1 of the Exchange Act specifies the minimum level of net capital a broker-dealer must
maintain and also requires that a significant part of a broker-dealer’s assets be kept in relatively liquid form. The SEC
and FINRA impose rules that require notification when net capital falls below certain predefined criteria, limit the
ratio of subordinated debt to equity in the regulatory capital composition of a broker-dealer and constrain the ability of
a broker-dealer to expand its business under certain circumstances. Additionally, the SEC’s uniform net capital rule
imposes certain requirements that may have the effect of prohibiting a broker-dealer from distributing or withdrawing
capital and requiring prior notice to the SEC for certain withdrawals of capital.
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The Dodd-Frank Act will result in additional regulation by the SEC, the CFTC and LCS’ other regulators. The
legislation calls for the imposition of expanded standards of care by market participants in dealing with clients and
customers, including by providing the SEC with authority to adopt rules establishing fiduciary duties for
broker-dealers and directing the SEC to examine and improve sales practices and disclosure by broker-dealers and
investment advisers. LCS will also be affected by rules adopted by federal agencies pursuant to the Dodd-Frank Act
that require any person who organizes or initiates an asset-backed security transaction to retain a portion (at least 5%)
of any credit risk that the person conveys to a third party. Securitizations will also be affected by rules prohibiting
securitization participants’ engaging in any transaction that would involve or result in any material conflict of interest
with an investor in a securitization transaction. The rules exempt bona fide market-making activities and
risk-mitigating hedging activities in connection with securitization activities from the general prohibition.

If our subsidiaries that are regulated as registered investment advisers are unable to meet the requirements of the SEC
or fail to comply with certain federal and state securities laws and regulations, they may face termination of their
investment adviser registration, fines or other disciplinary action.

Two of our subsidiaries are regulated by the SEC as registered investment advisers. Registered investment advisers
are subject to the requirements and regulations of the Advisers Act. Such requirements relate to, among other things,
fiduciary duties to advisory clients, maintaining an effective compliance program, solicitation agreements, conflicts of
interest, recordkeeping and reporting requirements, disclosure requirements, limitations on agency cross and principal
transactions between an advisor and advisory clients and general anti-fraud prohibitions. Non-compliance with the
Adpvisers Act or other federal and state securities laws and regulations could result in investigations, sanctions,
disgorgement, fines and reputational damage.

If our subsidiaries that are regulated as registered investment advisers are unable to successfully negotiate the terms of
their management fees, our results of operations could be negatively impacted.

Our asset management business, which currently consists of our institutional bridge loan partnership (a private
investment fund) in addition to one CMBS managed account, depends in large part on our ability to raise capital from
third-party investors. If we are unable to raise capital from third-party investors, we would be unable to collect
management fees or deploy their capital into investments and potentially receive additional fees and compensation,
which would materially reduce our revenue and cash flow from our asset management business and adversely affect
our financial condition.

In connection with creating new investment products or securing additional investments in existing accounts and
vehicles, we negotiate terms with existing and potential investors. The outcome of such negotiations could result in
our agreement to terms that are materially less favorable to us than the terms of other accounts or vehicles one of our
investment adviser subsidiaries has advised. Such terms could restrict our subsidiaries’ ability to advise accounts or
vehicles with investment objectives or strategies that compete with existing accounts or vehicles, reduce fee revenues
we earn, reduce the percentage of profits on third-party capital that we share in or add expenses and obligations for us
in managing the accounts or vehicles or increase our potential liabilities, all of which could ultimately reduce our
profitability.

The historical returns attributable to the accounts and investment vehicles managed by our asset management business
are not indicative of the future results of the accounts and investment vehicles managed by this business, our future
results or the performance of our Class A common stock.

The historical and potential future returns of the accounts and investment vehicles managed by our asset management

business are not directly linked to returns on our business. Therefore, any positive performance of the accounts and
investment vehicles that we manage will not necessarily result in positive returns on an investment in our common
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equity. However, poor performance of the accounts and investment vehicles that we manage would cause a decline in
our revenue from such accounts and investment vehicles, and would therefore have a negative effect on our
performance.

We cannot be certain that consents required for assignments of our investment management agreements will be
obtained if a change of control occurs at the Company, which may result in the termination of these agreements and a
corresponding loss of revenue.

Our separately managed account and private fund do and would have an adviser that is regulated as a registered
investment adviser under the Advisers Act, which requires these investment management agreements to be terminated
upon an “assignment” without investor consent. Such “assignment” may be deemed to occur in the event such adviser was
to experience a direct or indirect change of control (at the Company level). Termination of these agreements would

cause us to lose the fees we earn from such account or fund.
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If our subsidiary that operates as a captive insurance company fails to comply with insurance laws or is no longer a
member of the FHLB, our sources of financing may be limited, which may have an adverse financial impact on the
captive and us.

We maintain a captive insurance company to provide coverage previously self-insured by us, including nuclear,
biological or chemical coverage, excess property coverage and excess errors and omissions coverage. The captive is
regulated by the State of Michigan and is subject to regulations that cover all aspects of its business, including a
requirement to maintain a certain minimum net capital. Violation of these regulations can result in revocation of its
authorization to do business as a captive insurer or result in censures or fines. The captive could also be found to be in
violation of the insurance laws of states other than Michigan (i.e., states where insureds are located), in which case,
fines and penalties could apply from those states. Under certain circumstances, regulatory actions (such as new
rulemakings) impacting the captive could result in limitations on the ability of the captive to borrow from the FHLB,
or termination of its membership in the FHLB, and thereby impact the FHLB’s availability as a source of financing for
our operations.

The captive is a member of the FHLB, and as such, is eligible to borrow funds, on a fully collateralized basis, in
accordance with the terms and conditions of the FHLB’s Advances, Pledge and Security Agreement and is subject to
the lending policies of the FHLB as established from time to time. As a member, the captive is required to purchase
shares of FHLB stock based on the amount of funds currently borrowed. The organization of the captive and its
membership in the FHLB is viewed as a risk financing and investment vehicle of Ladder. Like any other investment,
the captive’s participation in the FHLB involves some risk of loss and/or access to assets of the captive, both with
respect to the shares of FHLB stock and the assets provided by the captive as collateral for its borrowings.
Furthermore, if the captive’s membership in the FHLB is terminated, then it may have an adverse financial impact on
the captive and us.

The FHFA has undertaken a regulatory initiative that could ultimately result in the inability of our captive insurance
company to borrow from or be a member of the FHLB. This regulatory initiative and/or other actions taken by the
FHFA or the FHLB could limit lending to our captive insurance company and possibly result in termination of our
FHLB membership.

The FHFA is the federal regulator of the FHLB system. The FHFA has been articulating concerns regarding the
membership of, and lending to, insurance company members of the FHLB, particularly captive insurance company
members. In December 2013, the FHFA issued guidance to FHLBs regarding lending to insurance company members.
The guidance, among other things, indicated that the FHFA would consider whether FHLBs had established policies
regarding lending to captive insurance companies that take into account the nature and extent of their insurance
activities, the source of collateral being pledged, and whether they are affiliated with entities that are subject to
inspection and regulation regimes comparable to those of insured depositories or non-captive insurance companies.

The FHLB stated that, beginning on March 21, 2014, it began establishing a borrowing limit on a case-by-case basis
for its captive insurance company members based on the review and recommendation of the FHLB’s credit services
underwriting function. On September 12, 2014, the FHFA published a notice of proposed rulemaking regarding
membership eligibility in the FHLB system (“Proposed Rule”). Currently, an insurance company is among the
categories of institutions that are eligible for membership in the FHLB system. The Proposed Rule, if adopted in its
current form, would, among other things, establish a definition of “insurance company” that would exclude captive
insurance companies, such as ours, from being eligible for membership in the FHLB system. Under the Proposed
Rule, if adopted in its current form, the membership of our captive in the FHLB would terminate five years after the
effective date of a final rule. During such five-year period, the FHLB would be restricted in making new advances to
the captive to up to forty percent of the captive’s total assets, and such new advances would be required to have a
maturity date of no later than the end of the five-year period. The Proposed Rule would not prohibit the FHLB from
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allowing outstanding advances to captives that were made or renewed prior to the effective date of a final rule from
running to maturity, even if the maturity date falls after the end of the five-year period. Also under the Proposed Rule,
if adopted in its current form, an insurance company, including a captive, that following the effective date of a final
rule failed to maintain at least one percent of its total assets 