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

PROSPECTUS
SUBJECT TO COMPLETION, FEBRUARY 12, 2015

GREAT

5,835,000 Shares of Common Stock

This is the initial public offering of Great Ajaxa@p., a Maryland corporation. We are offering 4,808 shares of common
stock, $0.01 par value per share, and the seltoakkolders named in this prospectus are offerid§@,000 shares of our common
stock. We will not receive any proceeds from the sdour common stock by the selling stockholders.

Prior to this offering, there has been no publickaafor our common stock. We expect the initiabjw offering price of our
common stock to be between $15.00 and $17.00 pee sBur common stock has been approved for listmthe New York Stoc
Exchange under the symbol “AJX,” subject to officiatice of issuance.

We are an externally managed real estate compametbin January 2014. We focus primarily on acggirinvesting in and
managing a portfolio of mortgage loans securediyle-family residences and, to a lesser extenglsifamily properties. We als
invest in loans secured by smaller multi-familyidesitial and commercial mixed use retail/residémiaperties, as well as in the
properties directly. Our manager is Thetis AssehdgEment LLC, an Aspen Capital-affiliated compafe own 19.8% of our
Manager.

We expect to qualify and will elect to be taxechagal estate investment trust, or REIT, undeiriternal Revenue Code of
1986, as amended, or the Code, for the year endedriber 31, 2014. As a REIT, we generally will b@tsubject to U.S. federal
income tax to the extent that we distribute our R&able income currently to our stockholders,thettaxable income generated
by our taxable REIT subsidiaries will be subjecteagular corporate income tax. To assist us inifyiad) as a REIT, among other
purposes, ownership of our common stock by anyopeissgenerally limited to 9.8% of our outstandaggnmon stock. In additiol
our charter contains various other restrictionshenownership and transfer of our common stock.“Bescription of Capital
Stock—Restrictions on Ownership and Transfer.”

We are an “emerging growth company” under the Jumptart Our Business Startups Act and will be subjecto reduced
public company reporting requirements.

Investing in our common stock involves risks. SeeRisk Factors” beginning on page22.

Neither the Securities and Exchange Commission n@mny state securities commission has approved or digproved of
these securities or passed upon the adequacy or acacy of this prospectus. Any representation to theontrary is a criminal

offense.
Per Share Total
Initial public offering price $ $
Discounts and commission to underwritéts $ $
Proceeds to us, before expen$¥8 $ $
Proceeds to the selling stockholders, before exgséfis $ $

(1) No underwriting discounts and commissions will laggble with respect to shares of common stoclyif that are sold i
this offering to certain of our existing institutial stockholders. To the extent any shares aretsdltse investors, the
underwriting discounts and commissions would bs &%l the net proceeds that we receive in theimffevould be greate

(2) We have agreed to indemnify the underwriters agasain liabilities, including liability under ¢hSecurities Act of 1933, .
amended. In addition, we will pay the fees and agps related to obtaining the required approvakdfin terms of this
offering by the Financial Industry Regulatory Autity, Inc., or FINRA. See “Underwriting.”

(3) Assumes no exercise of the over-allotment optiormaxe granted to the underwriters described bdiowludes offering
expenses payable by us in connection with thigioffe

(4) Assuming no exercise of the overallotment optiat thselling shareholder has granted to the undera/described below.

We and a selling stockholder have granted the writers options to purchase up to an aggregat&@ 5250 additional shar
of our common stock, of which we would sell 834,%hares of our common stock at the initial pubffering price, less
underwriting discounts and commission, within 3§gafter the date of this prospectus to cover alletments.

The underwriters expect to deliver the shares ofraon stock against payment on or about , 2015.

FBR Sterne Agee Nomura



Ladenburg Thalmann MLV & Co.

The date of this prospectus is , 2015
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You should rely only on the information contained m this prospectus and any free writing prospectus
prepared by us. We, the selling stockholders, andhé underwriters have not authorized any dealer,
salesperson or other person to provide you with diérent information or to make representations as to
matters not stated in this prospectus and any freeriting prospectus prepared by us. If anyone provigs
you with different or inconsistent information, you should not rely on it. We, the selling stockholder and
the underwriters are not making an offer to sell, o a solicitation of an offer to buy, any securitiesn any
jurisdiction where it is unlawful to do so. You shald assume that the information in this prospectusnd
any free writing prospectus prepared by us is accuate as of the respective dates of such documentsas o
the date or dates that are specified herein or thein. Our business, financial condition, liquidity,results of
operations and prospects may have changed since figodates.
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MARKET, INDUSTRY AND OTHER DATA

In this prospectus,
*  “non-performing loan” means a loan on which myments have been made in the last seven months;

«  ‘“re-performing loan” means a loan on which asfefour of the most recent seven consecutive
payments, or the full dollar amounts thereof, ha@en made in the last seven months; and

e ‘“sub-performing loan” means a loan on whicheaist one payment but less than four payments have
been made within the last seven months.

Unless otherwise indicated, information containethis prospectus concerning the re-performing; sub
performing and non-performing residential mortghgen markets, the smaller multi-family residentiad
commercial mixed use real estate markets, the hgusarket generally and the markets in which weatpe
including our general expectations, market oppdtguand market size, is based on information framous
sources, on assumptions that we have made thbaseg on those data and other similar sourcesrandro
knowledge of those markets. These data involvenaben of assumptions and limitations, and you atticaed
not to give undue weight to such estimates. Whiebelieve our market opportunity and market siferimatior
included in this prospectus is generally reliablegh information is inherently imprecise.
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SUMMARY

This is only a summary and does not contain athefinformation that you should consider beforeesting
in our common stock. You should read the entirspeotus, including “Risk Factors” appearing elsewdhe
this prospectus, before deciding to invest in mmmon stock. Unless indicated otherwise, the irdition
included in this prospectus assumes no exerciseebynderwriters of their over-allotment optiongorchase up
to 834,917 additional shares of our common stooknfus. In this prospectus, unless the context atekc
otherwise, references to “Great Ajax,” “we,” “theampany,” “our” and “us” refer to the activities oaind the
assets and liabilities of the business and openatiaf Great Ajax Corp.; “operating partnershipéfers to Grea
Ajax Operating Partnership L.P., a Delaware limitgartnership;“our Manager” refers to Thetis Asset
Management LLC, a Delaware limited liability compa“Aspen” refers to Aspen Yo LLC, an Oregon limited
liability company that is part of the Aspen Captabup; and “the Servicer” and “Gregory” refer to f@gory
Funding LLC, an Oregon limited liability companydaan indirect subsidiary of Aspen. Unless the cxr
otherwise requires or indicates, the informatiobfeeth in this prospectus assumes that (i) thesbaf
common stock sold in this offering are sold at 8Q6er share, which is the mid-point of the priaage
indicated on the front cover page of this prospgcaind (ii) that the discounts and commissionfi¢o t
underwriters are applied to all shares sold by us.

Overview

Great Ajax Corp. focuses primarily on acquiringjasting in and managing a portfolio of performing an
non-performing mortgage loans secured by singlalyamsidences and, to a lesser extent, of singtefy
properties themselves. We also invest in loansreddoy multi-family residential and commercial nixese
retail/residential properties, as well as in theperties directly. The multi-family and commeraiaiked-use
properties generally have loan values of up to@gprately $5 million. We refer to these as “smaller
commercial properties.”

We were formed in January 2014 as a Maryland catjmr. On July 8, 2014, we closed a private offgrin
of shares of our common stock and limited partriprahits of our operating partnership, or OP Unite
commenced operations on July 8, 2014. On Auguad14, we closed the sale of additional shares of ou
common stock and OP Units pursuant to the exeafitfee additional allotment option we granted te ihitial
purchaser and placement agent in connection witlititly placement, and we refer to these closindgiseas
Original Private Placement. In December 2014, wead an additional private placement of sharesiof o
common stock and OP Units. In these offerings, e refer to collectively as the Private Placersente
raised net proceeds of approximately $169.6 milliirough January 31, 2015, we have acquired mgetga
loans and other mortgage-related assets with aeggig unpaid principal balance, or UPB$821.1 million.

Our primary strategy is to acquire, own and mamaggerforming, sub-performing and non-performing
mortgage loans, which are serviced by Gregory FagntlLC, our affiliated servicer. We seek to acqui@ns at
significant discounts to our estimates of the valfithe underlying real estate and of the UPB eflttan. Unlike
other loan acquirers, who often rely on poolednestés in analyzing and pricing portfolios, our Mg@&auses
proprietary models and data developed by its aféil to evaluate individual assets and to helpméte cities,
neighborhoods and properties that it believesexifierience home price appreciation, or HPA. Thesprigtary
analytics have inputs for economic and demogragéia that include changes in unemployment ratedjame
household incomes, housing starts, crime ratesatim, electoral participation and other variatiteg we
believe closely correlate to property values. Thappetary models predict probabilistic future célstvs for
each loan we seek to acquire. Factors affectingasin flow projections include resolution metha$alution
timeline, foreclosure costs, rehabilitation costd aviction costs. The database for these propyietadels
contains foreclosure timelines on an individualmywasis and, in some instances, also on an thaivijudge
basis. We believe that these proprietary modelspers to acquire loans at prices we and the Manbegjeve
represent a discount to UPB and current propelfityegan non-auction purchases.

We generally securitize our mortgage loans andrrsizbordinated securities from our securitizatiof'e
also hold “real estate-ownegtoperties, or REO, acquired upon the foreclosum@heer settlement of our own:
non-performing loans. We anticipate our REO wilhsist principally of single-family homes,
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although we also may own smaller commercial pragerOur resolution methods are tailored to eaah,lo
based on our Servicerdetailed analytics, and include, among othees) toodification, forbearance agreeme
foreclosure, short sale and deed-in-lieu of foreate. In the event of foreclosure, our Managerrdates, in
part based on the information obtained from theviSer regarding historical experience, whetheraeksto sell
any REO asset, including offering mortgage finagdmthe purchaser, or to hold the REO and martaggea
rental property. We may conduct some of these iieithrough a taxable REIT subsidiary, or TRS past of
our integrated approach, in connection with itslearvicing activities the Servicer focuses on ust@@ding
each borrower’s situation and working closely vifth borrower to determine the most appropriateluéiso for
both parties. We believe that purchasing re-periiognsub-performing and non-performing mortgageoat
significant discounts to UPB and underlying propeslues, as well as working, through Gregory,upport
continuing or new payments by borrowers, will allog/to achieve our targeted returns. However tifac
results differ from our assumptions, particulaflyhie value of the underlying properties were tordase
significantly, we may not achieve our targeted mesu

We are externally managed by Thetis Asset Managehi&D, an Aspen Capital-affiliated entity. Our
mortgage loans and other real estate assets &ieeskby Gregory Funding LLC, a subsidiary of Aspére
own a 19.8% equity interest in our Manager. In &ididj our Manager and the Servicer own an aggreafate
347,954 shares of our common stock. We believetliese ownership interests, combined with our Ea$dto
of the base management fee to our Manager in sbams common stock, align our Manager’s interegth
our interests and those of our stockholders.

Aspen and Gregory, and their subsidiaries anda#, have more than 15 years of experience in
originating loans, and in acquiring, servicingafirting and managing re-performing, sub-performimdy on-
performing loans, as well as in direct property agagment. Consistent with Aspen’s past residenssdia
acquisitions and our recent operations, we belieaewe will be able to purchase loans throughately
negotiated transactions rather than in the auatiarket. Since January 1, 2012 through Decembe2@®4, ove
90% of Aspen’s acquisitions have been through pelyanegotiated transactions. Our Manager's teao bhs
experience in financing residential mortgage loarcpases through securitizations, having succégsful
completed five securitization transactions witlotlinitial UPB of $360.6 million since Januaryl13) including
our two recent securitizations totaling $172.9 imillof UPB. Gregory was built by the members of our
Manager’'s management team to service “high-tousk&ts, which are loans that require substantiahatide
interaction with the borrower for modification ather resolution. Gregory, or its wholly owned suligiy, is
licensed to service loans in all states in whiatoies business and has unsupervised Title || Mgega
authorization from the Federal Housing Administratior FHA. Gregory, or its wholly owned subsidiaisyalsc
a licensed mortgage lender in 20 states, and diyrtesis mortgage loan origination staff who aretised in 11
of those states. Gregory also has a joint markettegionship with a federal savings bank in whidpen holds
a minority interest. These resources allow Gregofacilitate third party mortgage financing, whisle then ca
acquire, to many of the purchasers of REO thatelldrssuch states with no or minimal additionastto us. As
of December 31, 2014, Gregory, for us, for its aenount and for affiliated entities comprised priitgaof
third-party investors, serviced a portfolio of desitial and commercial mortgage loans and REO tfivout the
United States with UPB and REO principal balancepgroximately $627.5 million.

For additional information about Aspen and Gregegeg “Business—The Aspen Capital Companies.”

Market Opportunity

The U.S. Federal Reserve estimates that as of 8bpte30, 2014, there was approximately $9.855amill
of mortgage loans outstanding on U.S. one-to-familfy residential properties and approximately $268llion
of mortgage loans outstanding on U.S. multi-famégidential properties.

We expect the availability of pools of re-perforgisub-performing and non-performing loans, prapert
in foreclosure and REO to increase and remain tddvaver the next several years. Overall housihgegshave
rebounded since 2012. However, CoreLdgic , a lepdiobal property information, analytics and datafged
services provider, reports that approximately 5illion homes, or 10.3% of all residential propestigith a
mortgage, were in a negative equity position abefend of the third quarter
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of 2014. For the homes in negative equity stahespational aggregate value of negative equity$@88 billion
at the end of the third quarter of 2014, down $H0lBn from approximately $348 billion at the enéithe
second quarter of 2014. In addition, a portiorhef 800,000 borrowers with low interest rates unkdeHome
Affordable Modification Program, or HAMP, for thegt five years began seeing mortgage payment sesea
2014. Under the HAMP guidelines, their interesesatill increase by one percentage point each yatrtheir
rate equals the average 30-year, fixed-rate moetgaig at the time of modification. 11% of HAMP twwers
have already missed at least one payment, and hegd¢hat wages and home prices have not imprenedgh
for many of these borrowers to afford the monthdyment increase. In June and September 2014, tAchEldl
note sales under the Distressed Asset Stabiliz&®iogram of 2014, or DASP, as part of a broad efgithe
FHA to decrease losses and market and sell noopairfg loans in bulk. Further such sales are exqgedh
addition, in July 2014, the Federal Home Loan Magig Corporation, or Freddie Mac, sold $659 millxémon-
performing loans and both Freddie Mac, and the iddé&ational Mortgage Association, or Fannie Maayén
indicated that they will have ongoing non-perforgnlnan sales programs going forward.

We also believe that banks and other mortgage teraeve strengthened their capital bases and am mo
aggressively foreclosing on delinquent borrowerseatling these loans to dispose of their inventory.
Additionally, many non-performing loan buyers amnninterested in reducing their investment duratiad
have begun selling re-performing loans.

According to the U.S. Department of Housing andddgrBevelopmens National Housing Market Summe
for the third quarter of 2014, while housing stamtseased in 2014 over 2013, the number of bujlgiermits
issued in the third quarter of 2014 indicates #taits may be leveling off for single-family hon{as increase of
2% compared to the second quarter). Constructamssbn single-family homes were up 5% from theviones
quarter and up 9% from the third quarter of 20b8ytremain significantly below historical levels.dddition to
the leveling of housing starts, a persistent pg@e exists between newly built homes and existmmgés with
sales of existing homes showing improvements wgdles of new homes continued to lag in the thiragu of
2014.

New regulatory requirements, including the “abilityrepay,” or ATR, rule implemented by the Consume
Financial Protection Bureau, or CFPB, which prosifte a category ofqualified mortgage,” or QM, the
limited availability of financing available for @inators of non-federally guaranteed mortgagesodiner factors
have also resulted in a significant number of fagithat cannot qualify to obtain new residentiattgage
loans. We believe new federal regulations addrgsQixls based on, among other factors, employmetissta
debt-to-income level, and impaired credit historyazk of savings, will continue to limit mortgafpgan
availability from traditional mortgage lenders.dddition, we believe that many homeowners displdged
foreclosure or who either cannot afford to own anmot be approved for a mortgage will prefer te liv single-
family rental properties with similar characteistand amenities to owned homes, as well as snmallki
family residential properties. In certain demogiiagreas, new households are being formed at adhate
exceeds the new homes being added to the markiet) wie believe favors future demand for non-fedgral
guaranteed mortgage financing for single-family anmaller multi-family rental properties. For alltbiese
reasons, we believe that demand for single-fanmity smaller multi-family rental properties will irease in the
near term and remain at heightened levels fordhesteable future.

Our Strategy

We are continuing the opportunistic strategy dgvetbby our Manager's management team at Aspen in g
REIT structure that we believe provides us acaessapital and allows us to compete for more sigaiit
investment opportunities in the evolving mortgagarkets. This strategy enables us to generate ttamirren
yields and risk-adjusted total returns for our ktagders. We intend to distribute substantiallycdilbur REIT
taxable income to our stockholders in accordantle applicable REIT qualification requirements. Gtrategy
consists of:

» focusing our investments primarily in loans seduby single-family residences with opportunistic
mortgages or direct investment in smaller commeépeiaperties, such as smaller mixed-use
commercial facilities with ground floor retail ugiaind residences above them;




TABLE OF CONTENTS

»  constructing and owning a portfolio of re-penfing, sub-performing and non-performing mortgage
loans at significant discounts to UPB and undedyinoperty values;

» concentrating our investments in geographicsreities and neighborhoods with certain demog@phi
and economic trends and attributes that we beliéNéead to HPA above the national average;

» working, through Gregory, to (1) support the timwed performance of re-performing loans;
(2) convert a portion of our sub-performing and 4panforming loans to re-performing status;
(3) determine optimal loss mitigation strategy areaset-by-asset basis for remaining loans; and
(4) manage the process and timelines for converntimgperforming loans to sale or rental REO,
including potentially offering financing to REO minasers;

» when economically efficient, securitizing ourgerforming whole loan portfolios to create longnte
fixed rate, non-recourse financing, while retainamge or more tranches of any subordinated secaritie
we may create; and

»  opportunistically mitigating our interest ratedaprepayment risk by using a variety of hedging
instruments.

Based on the experience of our Manager's manageteamt we believe that acquiring re-performing,-sub
performing and non-performing mortgage loans veiflult in a more efficient way to achieve strong-asljustec
returns and provide us a material cost advantageather real property acquisition channels, sicfogeclosur
auctions and REO acquisitions. For non-performaans, we forecast the relative likelihood of eaedotution
method—foreclosure, deed-in-lieu of foreclosurarsbkale and rental. For sub-performing and periogrpool
acquisitions, we analyze each loan for re-defaubability, loan-to-value ratio, interest rate atucture of the
loan and the likely resolution method in the evtbistloan stops performing. Each sub-performingrand
performing loan is analyzed through both a perfagrand non-performing path. For loan pool acquisgj we
target a 10—-18% unlevered return, which does nat gffect to any borrowings. Our ability to achiewe
targeted return could be adversely affected if veeeno experience higher-than-anticipated delinquen
default rates or decreases in the value of therlyidg real property.

We price each loan portfolio on a loan-by-loan asid focus on the acquisition of loans with the
underlying property located in or in close proxiyrtib urban centers where we believe that the HPRRowtpace
the national market. While we expect to purchasadmationwide, we target urban centers (includergsely
populated suburbs with the appropriate characies)dbecause we believe that an increasing nunftfandlies
and young professionals prefer to live in areasectlo employment centers, public transportationretail and
other amenities that are typically more commoruichsareas, which provides greater potential for HBA
focusing on urban centers and targeted denselylg@pousuburbs, we should be able to more effigiantinage
our portfolio and scale our high-touch loan sengcplatform. Our current target markets includd,dre not
limited to, Phoenix, Arizona; Los Angeles and Saedo, California; Miami, Ft. Lauderdale, West Pd&each,
Orlando and Tampa, Florida; Atlanta, Georgia; Chicdllinois; New York and New Jersey metropolitea;
Dallas and Houston, Texas; and Maryland and Viegivear Washington, D.C. Gregory has also contraetitd
local experts in areas where it services a sigmifioumber of loans that provide local area marketligence,
monitor properties and can manage rehabilitatiajepts for REO or repairs for rental properties. bMééeve
having affiliated local experts and a centralizemhagement team leads to more informed decisionagaiad
better execution.

Our Competitive Strengths

We believe our Manager’s and the Servicer’s integi@latform, which allows us to acquire, finanoeld
and, through our Manager and the Servicer, manageservice whole loans and the REO that resulta fro
foreclosure on non-performing mortgage loans withieliance on third-party servicers, positions el o
respond opportunistically in a variety of marketiesnments. We believe the following competitiveesigths
differentiate us from our competitors:

» Flexible and Adaptable Resolution Strategy—The past nearly ten years of market volatility has
given our management team the experience, back&tdgyory’s extensive integrated loan
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servicing and real estate management platformsgess and respond to changes in our targeted real
estate markets to optimize the return to our stoltldrs. We use a variety of asset optimization
strategies including loan modifications, forbeaemagreements and property sale, rental or lease
options to maximize the value of our ownershipesperforming loans, non-performing loans and the
REO we obtain from foreclosure based on our assa#sof the optimal return.

Strong Sourcing Relationships—Our Manager, the Servicer and their affiliatesehaxtensive
networks for sourcing investment opportunities tigio relationships with money center, regional, and
community banks as well as large and small privaetgage loan owners and servicers throughot
country. These networks and relationships provilith opportunities to acquire our targeted assets|
in negotiated transactions rather than throughi@ugtand often in pools specifically carved outdar
primary geographic investment priorities. From Jagu, 2012 through December 31, 2014, Aspen
and its affiliates acquired loans, including the4D, loans we owned as of December 31, 2014, tgtalin,
approximately $661.3 million total UPB, consistioig3,063 mortgage loans in 124 separate
transactions, with the underlying real estate led¢ahroughout the United States. Over 90% of such
acquisitions were purchased through privately ratgt transactions rather than auctions. The ae
purchase price was 70.7% of UPB and 70.2% of ptppatue for re-performing loans, and 52.2% of
UPB and 57.5% of property value for non-performioans.

Affiliated Servicer with Extensive Integrated Mortgage Loan Servicing and Real Estate
Management Platform—The Servicer was built specifically to maximizduain the types of “high-
touch” assets that we expect to acquire. The Sarhias 47 experienced mortgage servicing and real
estate management personnel throughout the colistroprietary software platform was developed
in-house specifically to handle distressed, sulfepering and re-performing mortgage loans and it
enables the servicing representatives to haveealissary tools and information available to resolve
borrower interaction efficiently and effectivelyh& Servicer has eight full-time software developmen
personnel ensuring the quality and reliability luéte proprietary analytics and models. The Seridcer
focused on understanding the specific situatioeamh borrower so that our Manager will be informed
and able to tailor an appropriate resolution fahkarties. The Servicer's personnel also have many
years of experience managing REO throughout thatopand maintaining compliance with ever-
changing regulatory requirements.

Customized Loan Origination and Underwriting —When we determine to sell a particular REO
asset through our Servicer, we have the capabilitgrtain states to underwrite and offer mortgage
financing to the purchaser. We rely on Gregory-slépth knowledge of the properties when we
facilitate financing in connection with a sale gbrperty through an unaffiliated lender. Unlikenmo
traditional lenders, which base their underwriprgnarily on the FICG® credit risk score, Gregory
focuses on the borrower’s cash flow and residuadnme after satisfaction of monthly requirements,
including the expenses for any dependents, emplot/stability and the ability to make a cash down
payment. We may choose to purchase the loan. Vievbehat our ability to offer financing tailoreal
the particular borrower provides another tool toiméze our return by converting REO to long-term
significant net yield generating assets.

Significant Experience of Our Manager—Each executive on our Manager’s team has more2fan
years’ experience investing in, analyzing, perfargnilue diligence, originating, restructuring,
servicing, managing and/or marketing mortgage [wantfolios and securitizations. Our Manager is
supported by approximately eight mortgage and sinyiprofessionals at the Servicer. We believe ou
Manager and its resources provide a significanaathge to us, contribute to the strength of our
business, and enhance the quantity and qualityvestment opportunities available to us.

Our Manager’s Interests are Closely Aligned with Ou and Our Stockholders’ Interests—We
own 19.8% of the voting and economic interestsuinManager, and we pay 50% of the base
management fee to our Manager in shares of our amstock with the value based on the
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higher of the most recently reported book valuenarket value of our common stock. Our incentive
fee is based on cash dividends from taxable easnimgxcess of an 8.0% hurdle rate. We believe our
structure aligns our Manager’s interests with oteriests and creates incentives for our Manager to
seek to maximize value for our stockholders. Inittmit our Manager and the Servicer own an
aggregate of 347,954 shares of our common stockhamdinstitutional equity owners own an
aggregate of 4,132,863 shares of our common stsstu(ning redemption of 624,106 OP Units
purchased by one such investor on a 1-for-1 bagisshares of our common stock).

Our Portfolio

As of January 31, 2015, our portfolio of mortgagtated assets consisted of the following:

Portfolio as of January 31, 201¢

No. of Loans® 1,44¢ No. of Rental Propertie 3
Total UPB $321,133,15 Market Value of Collaterze $366,90I
Interes-Bearing Balanc: $299,932,87 Capital Investel 289,95
Deferred Balanc® $21,200,28 Price/Market Value of
Market Value of Collatere®® $332,302,08 Collateral 79.0%
Price/Total UPE®) 69.€ % Gross Rent/Mont] $3,80(
Price/Market Value of Other REC 18
Collateral 67.1% Market Value of Collatere® $3,009,50
Weighted Average Coupd® 5.0€ %
Weighted Average LT\® 114%
Remaining Term (as of
1/31/2015) 295.k
No. of first liens 1,43¢
No. of second lien 15

(1) Information reflects 1 loan in which we hold a 4@.5eneficial interest through a wholly owned sulasid
24 loans in which we have a 95% participation egeand are owned by the Servicer because neither w
nor our subsidiaries have the necessary licenseariain states and 39 loans that closed in Fep2Gik5

with a total UPB 0f$8.62 million.

(2) Amounts that have been deferred in connection avittan modification on which interest does not aecr
These amounts generally become payable at theofirmaturity.

(3) As of date of acquisition.

(4) Our loan portfolio consists of fixed rate (53.8%d4®B), ARM (28.8% of UPB) and Hybrid ARM (17.4%
of UPB) mortgage loans with original terms to maguof not more than 40 years.

(5) UPB as of January 31, 2015 divided by market vafumllateral as of date of acquisition.

We closely monitor the status of our mortgage Idaressess when a re-performing loan (one on wtich
least four of the most recent seven consecutivetimhopayments, or the full dollar amount thereafyé been
made) becomes sub-performing (at least one buthassfour payments in the last seven months) varel
versa, and we, through our Servicer, work with lmanrrowers to improve their payment records. Thiofahg
chart shows the percentages of our portfolio, baseibtal price paid, represented by non-perfornhigs, sub-
performing loans and re-performing loans at Jan@an2015.
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Non-Performing
Loans
27.1%

Re-Performing
Loans
62.4%

Sub-Performing

Loans
10.5%

For additional information, see “Business—OQur Ruitf”

Potential Acquisition Opportunities

Our Manager and its affiliates are regularly présémvith opportunities to acquire loan pools artteot
mortgage assets. As of February 2, 2015, our Maridgetified and was actively evaluating 16 potathan
pool acquisitions that our Manager has determiaftdr a preliminary evaluation, fall within our iestment
strategy. These potential acquisition opportunidiesot include the loans identified under “Usd?ofceedshor
any of the loans identified in the portfolio antiated to be acquired by January 31, 2015 as ghtdbove and
under “Business—Our Portfolio.” These loan poolseha total UPB of approximately $1.4 billion, of ish
73.5% of the UPB comprises a combination of sulbgpering and re-performing loans and 26.5% of th&8UP
comprises non-performing loans. We have not entieteda definitive agreement with respect to anyhese
loan pools, and there is no assurance that weentillr into a definitive agreement relating to ahthese loan
pools or any loans in a loan pool or, if such areament is executed, that we will actually closedbquisition.
In addition, we expect a continuous flow of potahte-performing loan acquisition opportunitiesrfro
participants in the ongoing non-performing loaresgirograms held by the FHA, Fannie Mae and Frdddie
We believe purchasers of these loan pools wilhiberésted in recognizing short-term gains and grdigjuidity
by selling re-performing loans from those poolsatidition, our Manager and its affiliates provideltiple
potential bidders with pricing information for spfiezsubsets of those non-performing pools, whicbvides
those bidders with better pricing and gives usrgatiaccess to those loan pool subsets if anyoskthidders al
successful. See also “Use of Proceeds.”

Formation

We were incorporated in Maryland on January 30428id commenced operations following completic
the Original Private Placement. We conduct subistnall of our business through our operatingtparship,
Great Ajax Operating Partnership L.P., a Delawiangéd partnership, and its subsidiaries. We, tgroa wholly
owned subsidiary, are the sole general partneuobperating partnership. GA-TRS LLC, or Thetis TiRSa
wholly owned subsidiary of our operating partngpshiat owns our 19.8% equity interest in our Mamaged
we have elected to treat Thetis TRS as a TRS uhdeCode. We may also form additional TRS entities
depending on our future business activities andribst effective tax strategy for such activities September
2014, we also formed Great Ajax Funding LLC, a iholvned subsidiary of our operating partnerstopadt a:
the depositor of our mortgage loans into secutitimetrusts and to hold the subordinated securisigsed by
such trusts.

On July 8, 2014, we sold 8,213,116 shares of onmeon stock and 453,551 OP Units. On August 1, 2014
we closed the sale of an additional 263,570 shafrear common stock and 14,555 OP Units pursuatite¢o
exercise of the additional allotment option we ¢edrto the initial purchaser and placement ageobimection
with the July placement. The purchase price peresivas $15.00. The net proceeds from the Originghfe
Placement, including the additional allotment optétvares and OP Units, after deducting the imptimthaser’s
discount and placement fee and offering expenseéshyaus, was approximately $128.4 million. On Deber
16, 2014, we closed an additional private placerparguant to which we sold 2,725,326 of shareofraon
stock and 156,000 OP Units, which we refer to
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as the Second Private Placement. The purchasegmicghare was $15.00. The net proceeds from tten8e
Private Placement after deducting the placemerarieeoffering expenses paid by us, was approximawl.2
million. We refer to the Original Private Placemant the Second Private Placement as the PrivatemkEnts.

In the Original Private Placement, Flexpoint Gigix Holdings LLC, or the Flexpoint REIT Investam
affiliate of an investment fund managed by Flexp&iord LLC, and an investment fund for which Waetdfion
Management Company LLP is the investment advisaheWellington Management Institutional Investeagct
directly or through one or more affiliated entitmsrchased (i) an aggregate of 3,290,726 sharesrafommon
stock (in the case of the Wellington Managemeritlrtgonal Investor, assuming redemption of 468,015
Units on a 1-for-1 basis into shares of our commstogk); (ii) 9.8% of the equity of Great Ajax FS CL(“"GA-
FS"), the parent of the Servicer (4.9% of which weresented by a note that converted automaticaty
shares in September 2014); (iii) two non-transfierédn-year warrants, which permit each holdercguae an
additional 9.9% equity interest in GA-FS at a premito the original purchase price, exercisableexthip
certain regulatory requirements or in the everg obntemporaneous sale of the equity interestsfeFS; and
(iv) 26.73% of the equity of our Manager. We refethe Flexpoint REIT Investor and the Wellington
Management Institutional Investor as the “REIT itusibnal Investors.” In the Second Private Placeinthe
Flexpoint REIT Investor, purchased 192,137 shafesmmon stock and the Wellington Management
Institutional Investor purchased 650,000 shareofmon stock (assuming redemption of 156,000 ORsldmi
a 1-for-1 basis into shares of our common stockg REIT Institutional Investors also have certalditional
rights in our Manager, including approval rightgtwiespect to certain actions by our Manager. titewgh, so
long as the Flexpoint REIT Investor and/or itslaffes own at least 9.8% of our outstanding shafe®smmon
stock, the Flexpoint REIT Investor will have thght to nominate a representative for election emmber of
our board of directors. For additional informatieee “Certain Relationships and Related Party Baies—
Agreements with Anchor Investors.” Upon completidrihis offering, the Flexpoint REIT Investor ardbt
Wellington Management Institutional Investor wilko 11.3% and 14.2%, respectively, of our commouoksto
(assuming redemption of OP Units on a 1-for-1 bacshares of our common stock, no exercise®f th
underwriters’ over-allotment option and no purchakghares in this offering).

In July 2014, we used approximately $48.8 millidrihee net proceeds from the Original Private Plaggim
to acquire our initial portfolio of mortgage-reldtassets by acquiring 82% of the limited liabiigmpany
interests of Little Ajax Il LLC, a Delaware limitdghbility company, or Little Ajax I, from the RHI
Institutional Investors and their affiliates. Ingdember, we acquired the remaining interests mittitial
mortgagerelated asset portfolio. For additional informatedout the acquisition of our initial portfolio agsets
see “Management’s Discussion and Analysis of Firs@ondition and Results of Operations—Liquidityda
Capital Resources.”
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after the offering.
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The following chart illustrates our organizatiostiucture immediately following the closing of this
offering (assuming no exercise of the underwritex@r-allotment option and no purchase of shardisisn
offering). Percentage ownership of our common stedlased on 16,229,591 shares and OP Units odistan

Other Investors
64 8%

ASPEN YO LLC®

|

80.4%

|

GREAT AJAXFS LLC

99.8%

GREAT AJAX CORP.
(REIT) TOERSCE S Management
Agreement
, 267% ——
l- - - === i ] REIT
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! i Invest
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GREAT AJAX : Agreement |
OPEffg [ : : THETIS ASSET
Limited ! MANAGEMENT LLC
Ger:era\ Pa:‘”er : (Manager)
' 1
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GREAT AJAX OPERATING ! ‘
1
)
1
!
1

PARTNERSHIP LP i
(Operating Partnership) // |
i e GREGORY FUNDING
[ | LLC
1000% / 1000% (Servicer or Gregory)
GREAT AJAX FUNDING

GA-TRS LLC (Depositor for

MR securitization trusts)®

Deposit

MULTIPLE DELAWARE
STATUTORY TRUSTS
(Issuers of trust certificates)

Percentages are rounded, and therefore, may atidrpre than 100%.
(1) Part of this interest is held in the form of OP tdni

(2) Aspen is managed by MARS Development LLC, whicbvismied 50% by Lawrence Mendelsohn, our
chairman and chief executive officer, and 50% leyghesident of Gregory.

(3) The Wellington Management Institutional Investod &fexpoint REIT Investor each also has warrants to
purchase an additional 19.8% interest in Great A&XLLC.

(4) As of the date of this prospectus, there are twarstization trusts through which our operatingtparship
has issued Class A Notes (the “Class A Notes”)s€Br1 and Class B-2 Notes (the “Class B Notest}) an
trust certificates (the “Trust Certificates”). TBéass B Notes are held by our operating partnemshipthe
Trust Certificates issued by the securitizatiostswand the beneficial ownership of the trustsetaned b
Great Ajax Funding LLC. For additional information our securitizations, see “Management’s Discuissio
and Analysis of Financial Condition and Result©gperations—Liquidity and Capital Resources.”

See “Structure and Formation Transactions” and tfdeiRelationships and Related Party Transactions.”
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We expect to qualify and will elect to be taxedaaREIT for U.S. federal income tax purposes begigni
with our taxable year ended December 31, 2014.cQalification as a REIT will depend upon our algitib
meet, on a continuing basis, various complex requénts under the Code relating to, among othegshiie
sources of our gross income, the composition ahgesaof our assets, our distribution levels anddilersity of
ownership of our capital stock. We believe thathage been organized in conformity with the requiata for
qualification as a REIT under the Code and thatoomrent and intended manner of operation will émais to
meet the requirements for taxation as a REIT f@. federal income tax purposes beginning with axalble
year ended December 31, 2014.

As a REIT, we generally will not be subject to Ui&leral income tax on the REIT taxable income what
distribute currently to our stockholders. If wel tai qualify as a REIT in any taxable year, we Wil subject to
U.S. federal income tax at regular corporate rdgsn if we qualify for U.S. federal taxation aREIT, we may
be subject to some U.S. federal, state and logaktan our income and property. In addition, ThHERS, which
owns a 19.8% interest in our Manager, and any kRS that we form or acquire, will be subject t&Ufedera
state and local income tax. See “Material U.S. Fddacome Tax Considerations.”

Our Distribution Policy

U.S. federal income tax law requires that a REBEritiute annually at least 90% of its REIT taxable
income. For more information, see “Material U.Sdé&®l Income Tax Considerations.”

In connection with the REIT requirements, we intémdnake regular quarterly distributions of subttdly
all of our REIT taxable income to holders of oungoon stock. Our REIT taxable income does not inelaadly
earnings of Thetis TRS or any other TRS that weoshdo leave in that subsidiary. Any distributioresmake
will be at the discretion of our board of directared will depend upon, among other things, ouracesults of
operations. Our actual results of operations amdbility to pay distributions will be affected laynumber of
factors, including the net interest income we reeéiom our mortgage loans, payments on our retliBS,
the revenue we receive from the sale of loansptbfits we may earn from the sale of REO, rentabime we
may receive on our REO, any distributions we rezdigm Thetis TRS in respect of our 19.8% equitgri@st in
our Manager, our operating expenses and any oxpenditures.

Management Agreemeni

On July 8, 2014, we entered into a 15-year manageaggeement with our Manager, or the management
agreement. Under the management agreement, ourgdiaimaplements our business strategy and manages oy
business and investment activities and day-to-geyaiions, subject to oversight by our board céatrs.
Among other services, our Manager, directly or tigto Aspen affiliates, provides us with a managentearn
and necessary administrative and support persofeto not currently have any employees and dexpéct
to have any employees in the foreseeable futureh BRour executive officers is an employee orcaffj or both
of our Manager or the Servicer and is paid by oankfer or the Servicer.

Neither we nor our Manager may terminate the mamagé agreement without cause during the first 24
months of its term. Following such 24-month periad, may either terminate the management agreement
without cause or, at the expiration of its ternecéhot to renew the management agreement upon the
determination of at least two-thirds of our indegemnt directors that (i) there has been unsatisfiacto
performance by our Manager that is materially detrital to us, or (ii) the compensation payableuoManage
under the management agreement is unreasonaldssiwonir Manager agrees to compensation that atieas
thirds of our independent directors determine é&somable. We will be required to pay our Manager a
termination fee in the event that the managemengieagent is terminated as a resuli(ipfa termination by us
without cause, (ii) our decision not to renew thenagement agreement, including for failure to agreeevised
compensation, (iii) a termination by our Manageaassult of our becoming regulated as an “investme
company”under the Investment Company Act of 1940, as anratdnvestment Company Act (other than i
result of the acts or omissions of our Manageridtetion of investment guidelines approved by ooatdl of
directors), or (iv) a termination by our Managewi
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Management Agreement.”

Base Management Fee

Incentive Fee

default in the performance of any material ternthef management agreement (subject to a noticeward ¢
period). Following such 24-month period, our Marragay terminate the management agreement withaseca
by providing written notice to us no later than I&s prior to December 31 of any year, and theag@ment
agreement will terminate effective on the Decengienext following the delivery of such notice. Wayn
terminate the management agreement at any tinmfwme, as defined in the management agreemengutith
payment of any termination fee. The managemeneaggat automatically terminates at the same tinteeas
servicing agreement if the servicing agreemergriminated for any reason. See “Our Manager and the

We pay our Manager fees and reimburse it for exggeas follows:

1.5% of our stockholderstyepar annum and calculated and
payable quarterly in arrears. For purposes of tatiag the
management fee, our stockholders’ equity meansghé3um of (i)
the net proceeds from any issuances of common stoother equity
securities issued by us or our operating partngrghithout double
counting) since inception (allocated on a pro datidy basis for such
issuances during the fiscal quarter of any suakaisse), and (ii) our
and our operating partnership’s (without doublenting) retained
earnings calculated in accordance with accountimgiples
generally accepted in the United States, or GAARh&end of the
most recently completed fiscal quarter (withouirgkinto account
any non-cash equity compensation expense incunredrient or
prior periods), less (A) any amount that we or @perating
partnership pays to repurchase shares of commok stdOP Units
since inception, (B) any unrealized gains and lossel other non-
cash items that have affected consolidated stodkhsilequity as
reported in our financial statements prepared aoatance with
GAAP, and (C) one-time events pursuant to chang&AAP, and
certain non-cash items not otherwise describedelinveach case
after discussions between our Manager and our et director
and approval by a majority of our independent doex As a result,
our stockholders’ equity, for purposes of calcumigtihe management
fee, could be greater or less than the amounbokkblders’ equity
shown on our financial statements. 50% of the p@seagement fee
is payable in shares of our common stock so lortgeaswnership c
such additional number of shares by our Manageidvoot violate
the 9.8% stock ownership limit set forth in our tbg and the
balance is payable in cash. The common stock willddued at the
higher of the most recently reported book valuearket value whe
determining the number of shares. Our Manager tieeed to hold
any shares of common stock received by it as payofeéhe base
management fee for at least three years from tteesieh shares of
common stock are received by it.

Our Manager is entitled to an ingenhanagement fee that is
payable quarterly in arrears in cash in an amoguakto one-fourth
of 20% of the dollar amount by which (i) the sum(Aj the
aggregate cash dividends, if any, declared outipREIT taxable
income by our board of directors payable to thelé of our
common stock and (B) the aggregate cash distribsitid any,
declared out of the REIT taxable income of the afileg partnership
(without duplication) by the operating partnerspgyable to holders
of OP Units (other than any OP

11
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Termination Fee

Units held by us as a limited partner) annualizedhe annualized
dividends and distributions, in respect of sucledar quarter
exceeds (ii) the product d¢fl) the book value per share of our
common stock as of the end of each such quartdipined by the
number of shares of our common stock and OP Uaite( than any
OP Units held by us as a limited partner) outstagdis of the end of
such calendar quarter and (2) 8%. Notwithstandiegidregoing, no
incentive fee will be payable to our Manager witkpect to any
calendar quarter unless our cumulative Core Easnimgreater than
zero for the most recently completed eight calegdarters, or the
number of completed calendar quarters since thengalate of the
Original Private Placement, whichever is less.

Core Earnings is a noBAAP financial measure and is defined as
income (loss) as determined according to GAAP,wiog non-cash
equity compensation expense and any unrealized gailosses fror
mark-to-market valuation changes (excluding othanrttemporary
impairments, as defined by GAAP) that are inclutfedet income
for the applicable period. The amount will be atidsto exclude (i)
one-time events pursuant to changes in GAAP aphddii-cash item
that in the judgment of management should not bleided in Core
Earnings, which adjustments in clauses (i) ands(igll only be
excluded after discussions between our Managepanthdepender
directors and after approval by a majority of mdependent
directors.

For purposes of calculating the incentive fee piaathe completion
of the eight calendar quarters following the OraiRrivate
Placement, Core Earnings will be calculated orbtes of the
number of days that the management agreement kadrbeffect on
an annualized basis.

Our Manager will be entitled to an incentive fedydhour board of
directors declares a dividend from REIT taxableme, and the
incentive fee will be payable at the same time thatdividend is
payable to our stockholders. Our Manager will maeive any
incentive fee in respect of a dividend constitutingeturn of capital.
Calculations of REIT taxable income and returnayfital for
purposes of determining the incentive fee shalthaee in
accordance with Sections 856 through 860 of theeGuol the other
sections of the Code and the regulations thereusgjgicable to us.

For a detailed hypothetical calculation of the moee fee, see “Our
Manager and the Management Agreement.”

We will be required to pay our ldiger a termination fee in the
event that the management agreement is terminatedesult of (i)
termination by us without cause, (ii) our decisimt to renew the
management agreement, including for failure to eagrerevised
compensation, (iii) a termination by our Manageaassult of our
becoming regulated as an “investment company” utider
Investment Company Act (other than as a resubheficts or
omissions of our Manager in violation of investmguidelines
approved by our board of directors), or (iv) a tiexation by our
Manager if we default in the performance of
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Expense Reimbursement

Servicing Agreement

Servicing Fees

Expense Reimbursement

any material term of the management agreementegsuty a notice
and cure period). The termination fee will be edoalvice the
combined base fee and incentive fees payable tManager during
the 12-month period ended as of the end of the negshtly
completed fiscal quarter prior to the date of tevation.

We reimburse our Managetlfthird-party, out-of-pocket costs
incurred by our Manager for managing our businiest,ding third-
party diligence and valuation consultants, legglemses, auditors
and other financial services. We will not reimbuose Manager for
lease costs or salaries and expenses of emplof/eas Blanager.
Our reimbursement obligation is not subject to daljar limitation.
Expenses will be reimbursed in cash on a monthéysba

For additional information, see “Our Manager arel Management Agreement.”

On July 8, 2014, we entered into a 15-year sergiaigreement with Gregory, or the servicing agreémen
Gregory was formed in 2004 to service the mortdages and REO of the Aspen Capital companies asd ha
developed a strong team of residential mortgagacieg specialists with expertise in servicing tiipes of
“high-touch,” servicing-intensive loans that we airq. Its servicing model is focused on optimizthg return
for each individual asset. We believe it is impott®r our servicer to understand each asset artd ls@rowers
situation and property to determine the most effeatesolution and recovery method. Gregory hasatestnatec
its ability to add significant value to re-perfongi sub-performing and non-performing mortgage scasmwell
as REO. Although our overall servicing costs wily based on the types of assets serviced, wevbdhie long
term of the servicing agreement provides efficieangl predictability relating to certain major compats of ou
cost structure. We do not expect to use outsidpiat-party servicers.

We pay Gregory fees and reimburse it for expensésliaws:

Servicing fees are 0.65% annu&lyRB for performing and re-
performing loans and 1.25% annually of UPB for mpamforming
loans, and are paid monthly. The total fees inclimgus for these
services depend upon the UPB and type of mortgagesithat
Gregory services pursuant to the terms of the segyiagreement.
The fees do not change if a performing loan becamegperforming
or vice versa.

Servicing fees for our real property assets igteater of(i) the
servicing fee applicable to the underlying mortgboga, or (i)
1.00% annually of the fair market value of the R&reasonably
determined by our Manager or 1.00% annually ofpilnehase price
of any REO otherwise purchased by us.

Gregory is reimbursed feuatomary, reasonable and necessary
out-of-pocket costs and expenses incurred in thfeqmeance of its
obligations, the actual cost of any repairs andvations. We do not
reimburse Gregory for its employeeasilaries. The total fees incuri
by us for these services will be dependent upoptbperty value,
previous UPB of the relevant loan, and the numb&EO
properties.

13
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Termination Fee If the management agreement texs teeminated other than for
cause and the Servicer terminates the servicirggagent, we will b
required to pay a termination fee equal to the eggape servicing fe
payable under the servicing agreement for the inmegreceding
12-month period.

Under the servicing agreement, Gregory servicesamidential and commercial mortgage loans and
provides loan modification, assisted deed-in-liefoceclosure, assisted deed-for-lease and otlssrigtigation
programs. Gregory also provides property managereage management and renovation managementeervig
associated with the real properties we acquire woowersion of residential mortgage loans that vag own or
that we acquire directly and assists in findingdhgarty refinancing for such properties. The agrest provides
for an initial term of 15 years, which term autoioally renews for successive one-year terms urdiksr party
sends a notice of non-renewal to the other pariyaast 180 days before the completion of the initiaenewal
term, as applicable. Neither we nor the Servicey taeminate the servicing agreement without causeng the
first 24 months of its term. Following such 24-moperiod, we may terminate the servicing agreeroelyt for
cause. Following such 24-month period, the Servitagy terminate the servicing agreement without edays
providing written notice to us no later than 18@slarior to December 31 of any year, and the senyic
agreement will terminate effective on the Decengienext following the delivery of such notice. T$grvicing
agreement also provides that the Servicer may tetti@ithe agreement within 180 days after receintie tha
the management agreement has terminated, withgueemination payment by us if the management agest
has been terminated for cause. Finally, if we teat@ the management agreement for cause, we alsdh®a
right to terminate the servicing agreement effectipon the termination of the management agreement.

Our Manager and the Servicer are located in separamises in the same building and share IT ressur
which leads to more effective oversight by our MggraWe also believe this close collaboration ldadsetter
communication among our Manager, the Servicer arahd greater ability by our Manager and the Sentiz
enhance IT systems and upgrade analytics withetk&atures, which enables our Manager and thecgeto
determine the optimal resolution strategy for daelm more quickly. Our Manager communicates afgirool
level strategy to the Servicer and hosts a traigaggion to review priorities and optimal solutiddaring the
training session, our Manager discusses any sumpérns found during the due diligence processprodides
guidance to the Servicer on addressing any isdtexgieely. In addition to training sessions antbimal
discussions, both parties meet weekly to reviewviddal modification requests. Every employee of ou
Manager is very familiar with all functions of tBervicer, which allows them to monitor performaatea
granular level to maximize individual asset returns

Conflicts of Interest

We depend on our Manager for our day-to-day manageand do not have any independent officers or
employees. Each of our executive officers, excepbfbir chief financial officer, has a direct intgrren the
financial success of our Manager or the Servicer.Nendelsohn, our chief executive officer, is atlse chief
executive officer of our Manager, and Mr. Schauly, gresident, and Mr. Ohl, our chief financial offi, are als
chief operating officer and chief financial officeespectively, of the Servicer. Mr. Mendelsohal&o a partner
of Aspen Capital, the trade name for the Aspengaficompanies, and Mr. Ohl is the chief finanacficer of
Aspen. In addition, Mr. Begleiter, a director, imanaging director at Flexpoint Ford LLC. FlexpdR&EIT
Investor, an affiliate of an investment fund marthbg Flexpoint Ford LLC, owns 15.5% of our comméock
(and will own 11.3% after completion of this offeg, assuming redemption of OP Units on a 1-for<isbmto
shares of our common stock, no purchases of amgskald in this offering and no exercise of thdamriters’
over-allotment option), a 9.8% equity interest iA-6S (plus warrants for an additional 19.8% equitgrest),
the parent of the Servicer, and a 26.73% equitrést in our Manager. In addition, so long as Fé&xXpREIT
Investor and/or its affiliates own at least 9.8%t&f outstanding shares of our common stock, FliexREIT
Investor has the right to nominate a representétivelection as a member of our board of directors

The management agreement and the servicing agré@rasnnegotiated between related parties, and thei
respective terms, including fees and other amauayable, may not be as favorable to us as if any of
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them had been negotiated at arm’s-length with affilinted third party. In addition, the ability @ur Manager
and its officers and personnel to engage in cedtiar business activities may reduce the timedbat
Manager’s officers and personnel spend managing us.

We expect to be the exclusive investment vehiadl@fm Manager and its affiliates to acquire and oem
performing, sub-performing and n@erforming mortgage loans. Our Manager has agiesdfor so long as tt
management agreement is in effect and provideckittar we have on hand an average of $25 milliocapital
available for investment over the previous twodlsguarters or our independent directors deterfiaewe hav
the ability to raise capital at or above our mesent book value, neither it nor any of its afféisuwill (i)
sponsor or manage any investment vehicle or compdioge investment strategy will involve acquirieg r
performing, sub-performing or non-performing moggdoans unless our Manager obtains the prior appad
a majority of our independent directors or (ii) acq assets consistent with our investment marmateehalf of
another investment vehicle unless we are firstreffehe investment opportunity and a majority of lnoard of
directors (including a majority of our independdirectors) decide not to acquire such assets.

In addition, to avoid any actual or perceived ciatslof interest with our Manager, we will not phase
portfolio assets from (or sell portfolio assetsdaj directors or officers, our Manager, Aspenay of their
affiliates, nor will we engage in any transactionihich these persons have a direct or indireatipiacy
interest, including in connection with the secastion of any of our mortgage loan assets. Thigipian
excludes the management agreement, the servicnegragnt, the acquisition of our original assetagisi
portion of the proceeds of our Original Privatedelaent, transactions in which Gregory is the hotdeecord
for assets that we cannot own directly becauséereite nor any of our subsidiaries holds necedgamyses,
and any transactions approved by a majority ofridependent directors of our board of directors.

Gregory also continues to service the assetsiiently services for funds managed by Aspen and its
affiliates and may in its discretion service as#leis are not re-performing, sub-performing or penforming
mortgage loans (such as Agency loans). Gregoratpgeed, provided that either we have on hand armgeef
$25 million in capital available for investment owhe previous two fiscal quarters or our independirectors
determine that we have the ability to raise capitalr above our most recent book value, not taicere-
performing, sub-performing or non-performing moggdoans for either affiliates of our Manager or
independent third parties; however, as long asrhjerity of our independent directors approve, Grggan
service any assets for affiliates or independend gharties, including if we determine not to agguassets that
would otherwise be appropriate for us.

Our Exclusion from Regulation as an Investment Comany

We intend to conduct our operations so that neitieenor any of our subsidiaries is required tostgias
an investment company under the Investment CompanySection 3(a)(1)(A) of the Investment Compargt A
defines an investment company as any issuer tloathislds itself out as being engaged primarilthia business
of investing, reinvesting or trading in securiti€gction 3(a)(1)(C) of the Investment Company Aeftrees an
investment company as any issuer that is engagpposes to engage in the business of invesgiyesting,
owning, holding or trading in securities and own@poses to acquire investment securities haainglue
exceeding 40% of the value of the issuer’s totaétss(exclusive of U.S. government securities asth items)
on an unconsolidated basis, which we refer to @9l@%b test. Excluded from the term “investmenusiies,”
among other things, are securities issued by nigjorined subsidiaries that are not themselves tnverst
companies and are not relying on the exclusion fiteendefinition of investment company set forttSiection 3
(c)(1) or Section 3(c)(7) of the Investment Compaay.

We are organized as a holding company and condudiusinesses primarily through wholly owned
subsidiaries of our operating partnership. Our afxeg partnership holds certain real estate andestate-
related assets directly and through our subsidiaNeither we nor our operating partnership noraGAgax
Funding is an investment company under Section(B(&). In addition, we intend to conduct our opiergs so
that neither we nor our operating partnership n@aBGAjax Funding come within the definition of mwestmen
company by ensuring that less than 40% of the vaflwair total assets on an
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unconsolidated basis consists“ofvestment securities.” We monitor our compliangéh the 40% test and the
holdings of our subsidiaries to ensure that eaduosubsidiaries is in compliance with an applieaxemption
or exclusion from registration as an investment gany under the Investment Company Act. Our 19.80iteq
interest in our Manager is owned by Thetis TRSciwhs a special purpose subsidiary of our operating
partnership. Thetis TRS may rely on Section 3(c)f13(c)(7) for its Investment Company Act exclusand,
therefore, our interest in such subsidiary wouldstibute an “investment security” for purposesetermining
whether we pass the 40% test.

The Investment Company Act defines a majority-owsgloisidiary of a person as a company 50% or mor¢g
of the outstanding voting securities of which ansed by such person, or by another company whieh is
majority-owned subsidiary of such person. We togampanies in which we own at least a majority ef th
outstanding voting securities as majority-ownedsglibries. The determination of whether an ensitg i
majority-owned subsidiary of our company is madeibyWe have not asked the SEC staff for concuerefic
our analysis and it is possible that the SEC staditd disagree with any of our determinationshéf SEC staff
were to disagree with our treatment of one or ncorepanies as majority-owned subsidiaries, we woakt to
adjust our strategy and our assets. Any such awa@rgtin our strategy could have a material adveffeet on us

We believe that neither we nor certain of our sibsies will be considered investment companiesund
Section 3(a)(1)(A) of the Investment Company Aatdaese we and they will not engage primarily or hold
themselves out as being engaged primarily in tisgniegs of investing, reinvesting or trading in siti@s.
Rather, we and such subsidiaries will be primaitgaged in non-investment company businessesddtateal
estate. Consequently, we and our subsidiaries expée able to conduct our operations such thaénall be
required to register as an investment company uthaelinvestment Company Act.

Certain of our subsidiaries may also rely uponaientxclusions from the definition of investmentgzany
under Section 3(c)(5)(C) of the Investment Compaaty Section 3(c)(5)(C), as interpreted by thefsththe
SEC, requires an entity to invest at least 55%sodi$sets in “mortgages and other liens on ancestin real
estate,” which we refer to as “qualifying real éstaterests,” and at least 80% of its assets @lifying real
estate interests plus “real estate-related assets.”

Qualification for exclusion from registration undbe Investment Company Act limits our ability t@ake
certain investments. In addition, complying witle tiests for exclusion from registration could liesthe time a
which we can acquire and sell assets. To the etttahthe SEC or its staff provides more specificignce
regarding any of the matters bearing upon suctusiarls, we may be required to adjust our strategy
accordingly. Any additional guidance from the SEGt® staff could provide additional flexibility tos, or it
could further inhibit our ability to pursue theatrgies we have chosen. We cannot assure yolhth&8B8C or its
staff will not take action that results in our arrsubsidiary’s failure to maintain an exclusioregemption from
the Investment Company Act.

The loss of our exemption from regulation pursuarihe Investment Company Act could require us to
restructure our operations, sell certain of ouetsssr abstain from the purchase of certain assish could
have an adverse effect on our business stratemndial condition and results of operations. Sesk'Ractors—
Risks Related to Our Organizational Structure—Maiance of our exclusion from registration as aes$tment
company under the Investment Company Act impoggsfiiant limitations on our operations.”

Other Laws and Regulations

Our business is subject to extensive regulatiofebgral, state and local authorities. We will bguiesd to
comply with numerous federal consumer protectich ather laws. See “Business—Other Laws and
Regulations.”

REIT Restrictions on Ownership of Our Common Stock

In order to assist us in qualifying as a REIT foSUfederal income tax purposes, among other pag)@sl
charter contains restrictions relating to the amadiishares of our common and capital stock thadraon may
own. Our charter provides that, subject to cergiceptions, no person, including
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a “group,” as defined in Section 13(d)(3) of the@éies Exchange Act of 1934, as amended, or #oh&hge
Act, may beneficially own, or be deemed to ownylsfue of the applicable constructive ownershipvysmns o
the Code, more than 9.8% in value or in numbehefes, whichever is more restrictive, of the aggtegf the
outstanding shares of our common stock or the gadgeof the outstanding shares of our capital stiock
addition, our charter also prohibits any persomfia) beneficially or constructively owning shaoé®ur capita
stock if such ownership would result in our beictpsely held” under Section 856(h) of the Codetbeowise
cause us to fail to qualify as a REIT, and (b) ¢farring shares if such transfer would result in shares being
owned by fewer than 100 persons. See “Descriptid®apital Stock—Restrictions on Ownership and Tfans
Our board of directors has granted ownership waitethe REIT Institutional Investors and certaineo
investors.

Implications of Being an Emerging Growth Company

We qualify as an “emerging growth company,” asmdiin the Jumpstart Our Business Startups Act of
2012, or the “JOBS Act.” An emerging growth compangy take advantage of specified reduced reporting
requirements and are relieved of certain otherifsigmt requirements that are otherwise generallyliaable to
public companies. As an emerging growth companyregrother things:

*  We are exempt from the requirement to obtaiatéestation and report from our auditors on the
assessment of our internal control over finan@pbrting pursuant to the Sarbanes-Oxley Act of 2003
or the Sarbanes-Oxley Act;

*  We are permitted to provide less extensive d@gale about our executive compensation arrangemen

*  We are not required to give our stockholders-bimiling advisory votes on executive compensation o
golden parachute arrangements; and

We have elected to use an extended transitinagp®r complying with new or revised accounting
standards.

We may take advantage of these provisions for diy¢oyears or such earlier time that we are ngésran
emerging growth company. We would cease to be arging growth company if we have more than $1.0
billion in annual revenues, have more than $700aniin market value of our common shares held by-n
affiliates, or issue more than $1.0 billion of ncorvertible debt securities over a three-year peide may
choose to take advantage of some but not all setheduced burdens.

Selling Stockholders

Pursuant to, and subject to the terms and conditiéthe registration rights agreements descrilvetr
“Description of our Capital Stock—Registration Rigfi persons who purchased shares of our commak 810
the Private Placements and their transferees hawveght to sell their shares of our common stocthis
offering, subject to customary terms and conditimatuding underwriter cutback rights. We are imthg
1,460,000 shares of our common stock to be sdldisnoffering by the selling stockholders identifig this
prospectus under “Selling Stockholders” (exclud@g333 shares that a selling stockholder may gelhu
exercise of the underwriters’ overallotment option)

Summary Risk Factors

An investment in our common stock is subject tkgid he following is a summary of the principakgs
that you should carefully consider before investimghares of our common stock. See “Risk Factoegjinning
on page2?2 of this prospectus, for more detailed discussiotheffactors you should consider before deciding to
invest in shares of our common stock.

 We have a limited operating history and may noalble to operate our business in accordance wit
REIT requirements or generate sufficient revenuaaie or sustain distributions to our stockholders.

« Asignificant portion of the residential mortgalgans that we acquire are, or may become, sub-
performing or non-performing loans, which couldrgese our risk of loss.
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The supply of re-performing, sub-performing amwh-performing loans may decline over time as a
result of higher credit standards for new loang@ngleneral economic improvement, and the price
re-performing, sub-performing and non-performingre may increase, which could materially and
adversely affect us.

We may be materially and adversely affectediisraffecting borrowers or the single-family rénta
properties in which our investments may be coned¢adrat any given time, as well as from
unfavorable changes in the related geographic msgio

Recent changes in consumer mortgage loan régusainay make it more difficult for borrowers to
refinance our purchased mortgage loans.

A significant change in delinquencies for tharle we will own could adversely affect our business
financial condition and results of operations.

Market conditions and other factors may affectahitity to securitize assets, which could increaise
financing costs and adversely affect our resulspefrations and ability to make distributions.

Prepayment rates can change, adversely affettttngerformance of our assets and our ability to
reinvest the proceeds thereof.

The real estate assets and real estate-relsgetsave intend to or may invest in are subjettigaisks
associated with real property.

An increase in interest rates may cause a deelieahe amount of certain of our target asseisate
available for acquisition, which could adverselfeaf our ability to acquire target assets thaséati
our investment objectives and to generate incondepay dividends.

The principal and interest payments on our ne@diMBS are not guaranteed by any entity and,
therefore, are subject to increased risks, inclydiredit risk.

The Servicer’s operations are heavily regulateithe U.S. federal, state and local levels anfailsre
to comply with applicable regulations could matiyiadversely affect our expenses and results of
operations, and there is no assurance that we ceplace the Servicer with servicers that satisfly o
requirements or with whom we could enter into agreets on satisfactory terms.

The failure of the Servicer to service our assffectively would materially and adversely affast

We may incur significant costs in restoring puoperties, and we may underestimate the costs or
amount of time necessary to complete such resboisti

We may change our investment strategy, investigp@idelines and asset allocation without notice or
stockholder consent, which may result in riskieeistments. In addition, our charter provides that o
board of directors may authorize us not to seeldot to be taxed as a REIT or to revoke or othegwi
terminate our REIT election without the approvabaf stockholders.

Our inability to compete effectively in a highlyropetitive market could adversely affect our abitit
implement our business strategy, which could matgrand adversely affect us.

Our ability to make distributions to our stockiters will depend on our operating results, ouafficial
condition and other factors and we may not be &bteake regular cash distributions at a fixed caite
at all under certain circumstances.

We use leverage in executing our business stravdggh may adversely affect the return on our &
and may reduce cash available for distributionuostockholders and increase losses when economi
conditions are unfavorable.

Hedging against interest rate changes and agler may materially adversely affect our business,
financial condition and results of operations andability to make distributions to our stockholsler
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We operate in a highly regulated industry angticomally changing U.S. federal, state and locaisla
and regulation could materially adversely affeat lousiness, financial condition and results of
operations and our ability to pay dividends to stackholders.

We have conflicts of interest with our Managbg Servicer and Aspen, and certain members of our
board of directors, as well as our management tease, or could have in the future, conflicts of
interest due to their respective relationships Wittse entities, and such conflicts could be resbix

a manner adverse to us.

Our board of directors has approved a very binagistment policy and guidelines for our Manager
and will not review or approve each investmentsieci. We may change our investment policy and
guidelines without stockholder consent, which materially and adversely affect the market price of
our common stock and our ability to make distribng to our stockholders.

Maintenance of our exclusion from regulatioraasnvestment company under the Investment
Company Act imposes significant limitations on operations.

Our charter generally does not permit ownerghigxcess of 9.8% of any class or series of owksto
and attempts to acquire our stock in excess oétitiek ownership limit will be ineffective unless an
exemption is granted by our board of directors.sEhgrovisions may restrict change of control or
business combination opportunities in which ouclsolders might receive a premium for their share
of common stock.

Failure to qualify as a REIT would subject us t&!federal, state and local income taxes, whicthdc
adversely affect the value of shares of our comstook and would substantially reduce the cash
available for distribution to our stockholders.

The taxable mortgage pool, or TMP, rules mayease the taxes that we, or certain of our
stockholders, may incur and may limit the mannewtiich we effect future securitizations.

Failure to comply with the tax regulations witgspect to Thetis TRS and any other TRS that wa for
would jeopardize our REIT status and may resuh@application of a 100% excise tax.

The Internal Revenue Service, or IRS, may ddengtins from sales of our properties to be sulbject
a 100% prohibited transaction tax.

Our Principal Office

Our principal offices are located at 9400 SW BetreHillsdale Hwy, Suite 131, Beaverton, OR 97005.
Our telephone number is 503-505-5670. Our web addsawww.great-ajax.com. The information on our
website does not constitute a part of this progpect
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Common stock offered by us

Common stock offered by selling
stockholders

Common stock to be outstanding after this
offering

Common stock and OP Units to be outstanding
after this offering

Use of proceeds

NYSE Symbol

Transfer restrictions

THE OFFERING

4,375,000 shares (gius an additional 834,917 shares
of our common stock issuable by us upon the exedis
the underwriters’ over-allotment option)

1,460,000 shares (plus up to aniaddit40,333 shares
of our common stock that one selling stockholdey ma
sell upon the exercise of the underwriters’ ovéotalent
option)

15,605,485 shardd

16,229,591 shares and OP Uhlts

We estimate that the net proceeds to us from ffasing,
after deducting the underwriting discounts and
commissions and estimated offering expenses papable
us, will be approximately $63.6 million, based di6®0
per share, the mid-point of the price range s¢hfon the
front cover page of this prospectus ($ million if the
underwriters exercise their over-allotment optiotdill).

We will contribute substantially all of the net peds to
us of this offering to our operating partnershigtguire
additional mortgage loans and mortgage-relatedsase
described in this prospectus and for general catpor
purposes. We anticipate using approximately 77.4% o
the net proceeds of this offering to complete the
acquisitions of the mortgage loans identified irs&Lbf
Proceeds.” Prior to the full deployment of the net
proceeds we receive from this the offering as dlesdr
above, we may invest the un-deployed net proceeds i
interest-bearing, short-term, investment grade ritées
or money market accounts that are consistent with o
intention to qualify as a REIT. We expect that thistial
investments will provide a lower net return than we
expect to receive from the investments describedab

We will not receive any proceeds from the salewf o
common stock by the selling stockholders.

AJX

Due to limitations on th@centration of ownership of a
REIT imposed by the Code, our charter prohibits any
stockholder from directly or indirectly owning matean
9.8% of the outstanding shares of our capital stock
subject to the right of our board of directors taiwe suct
restriction. Our board of directors has granted enship
waivers to the REIT Institutional Investors andtakr
other investors. See “Description of Capital Stock—
Restrictions on Ownership and Transfer.”
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Risk factors Investing in our common stock involves a high degré
risk. See “Risk Factors” beginning on p&f.

(1) Excludes 834,917 shares of our common stock issumbls upon the exercise of the underwriters’-over
allotment option
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RISK FACTORS

An investment in our common stock involves a hagvek of risk. You should carefully consider the
following risk factors, together with the otheranmhation contained in this prospectus, before pasthg our
common stock. Any of the following factors couldhhaur business and future results of operations esuld
result in a partial or complete loss of your invasnt. This could cause the value of our commork stodecline
significantly, and you could lose part or all ofuranvestment. Some statements in this prospeotlading
statements in the following risk factors, consétfdrwardiooking statements. Please refer to the sectioitlegh
“Cautionary Statement Regarding Forward-Lookingt8taents.”

Risks Related to Our Busines:

We have a limited operating history and may notdide to operate our business in accordance with RielT
requirements or generate sufficient revenue to makesustain distributions to our stockholders.

We were incorporated on January 30, 2014 and comadenperations on July 8, 2014, following the
closing of the Original Private Placement. Priodaty 8, 2014, neither we nor our Manager had grerating
history, and our Manager has not previously opdratenanaged a REIT. We cannot assure you thatilvbev
able to operate our business successfully or imgherour operating policies and strategies. Thenebeano
assurance that we will be able to generate sufficiturns to pay our operating expenses and nalsfatory
distributions to our stockholders or any distribas at all. The results of our operations depenfhctors over
which we have no control, including the availakilif acquisition opportunities, the level and vihigt of
interest rates, the availability of adequate shod long-term financing, conditions in the mortgézpgn and
financial markets and general economic conditions.

Our Manager has broad discretion over the use obpeeds from this offering and may use the proceid
ways with which you disagree.

We estimate the net proceeds from this offeringstgassuming no exercise of the underwriters’
overallotment option) will be approximately $63.@lion based on $16.00 per share, the mid-poirthefprice
range set forth on the front cover page of thispeatus, after deducting the underwriters’ discauntt
estimated offering expenses payable by us of agpaiely $6.4 million in the aggregate. We will uke net
proceeds to acquire mortgage loans and other ngarigdated assets and for the general purposestsc
under “Use of Proceeds.” Our Manager will have Hrdiscretion to apply the remaining net proceedmfthis
offering in ways with which stockholders may notes Our Manager’s failure to apply these fundsaiiely
and in a timely manner could result in unfavorakteirns, could cause a material adverse effecuobuasiness,
financial condition and results of operations, andld cause the value of our common stock to declin

A significant portion of the residential mortgag@éns that we acquire are, or may become, -performing or
non-performing loans, which could increase our rigk loss.

We expect to acquire residential mortgage loangevtie borrower has failed to make timely paymeifits
principal and/or interest currently or in the p@st.part of the residential mortgage loan portfehee purchase,
we also may acquire performing loans that subsetyueecome sub-performing or non-performing. We
currently do not expect to acquire newly originatesidential mortgage loans on properties thahatealready
part of our mortgage loan or REO portfolio. Underrent market conditions, many of these loans kélle
current loan-to-value ratios in excess of 100%, mirgathe amount owed on the loan exceeds the dltre
underlying real estate. Although we expect to pasehloans at significant discounts to UPB and uyider
property value, if actual results are differentfrour assumptions in determining the prices fohdaans,
particularly if the market value of the underlyipgperty decreases significantly, we may incur igigemnt
losses. There are no limits on the percentage-pérforming, sub-performing or non-performing loaves may
hold. Any loss we incur may be significant and comlaterially and adversely affect us.

Residential mortgage loan modification and refina@g@rograms, future legislative action, and othertans
and changes in the general economy may materialyladversely affect the supply of, value of, ané th
returns on, re-performing, sub-performing and nonegforming loans.

Our business model depends on the acquisitiorstay supply of re-performing, sub-performing and
non-performing loans, our ability to support coogd performance by borrowers under re-performing
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loans, the success of our loan modification anératbsolution efforts and to a certain extent,dbieversion of
portion of those loans to REO that we can thenaelent. The number of re-performing, sub-perforgnand
non-performing loans available for purchase mayeleiced by uncertainty in the lending industry el
governmental sector and/or as a result of geneosdamic improvement. Lenders may choose to delay
foreclosure proceedings, renegotiate interest atesfinance loans for borrowers who face foreates

In addition, in recent years, the U.S. federal gorent has instituted a number of programs aimed at
assisting at-risk homeowners, or reducing the nuirabproperties going into foreclosure or goingpinon-
performing status. For example, the U.S. Governpteridugh the Department of the Treasury, U.S. Blepent
of Housing and Urban Development, or HUD, and teddfal Housing Finance Agency or, FHFA, has
implemented a number of federal programs desigmedgist homeowners, including HAMP, which provides
homeowners with assistance in avoiding foreclosuareesidential mortgage loans, and the Home Affolela
Refinance Program, or HARP, which allows Fannie Miag¢ Freddie Mac borrowers who are current on their
mortgage payments to refinance and reduce theithtyomortgage payments without new mortgage instean
up to an unlimited loan-to-value ratio for fixedganortgages. HAMP, HARP and other loss mitigation
programs may involve, among other things, the nicatibn of residential mortgage loans to reducepittigcipal
amount of the loans (through forbearance and/@ifeness) and/or the rate of interest payable eradins or ti
extend the payment terms of the loans. These laatifivation programs, future legislative or regolgtactions
including possible amendments to the bankruptcys &t result in the modification of outstandingidential
mortgage loans, as well as changes in the requimsmecessary to qualify for refinancing residdmtiartgage
loans, may materially and adversely affect the evaif) and the returns on, our portfolio of re-parfing, sub-
performing and non-performing loans.

Other governmental actions may affect our busibgdsindering the pace of foreclosures. In recenibgs,
there has been a backlog of foreclosures in ceuasdictions, due to a combination of volume doaists and
legal actions, including those brought by the UD8partment of Justice, or DOJ, HUD, State Attorn@gsieral,
the office of the Comptroller of the Currency, dhd Federal Reserve Board against mortgage ses\atleging
wrongful foreclosure practices. Legal claims braughthreatened by the DOJ, HUD, CFPB and StaterAg¢lys
General against residential mortgage servicers penduced largsettlements. A portion of the funds from th
settlements are directed to homeowners seekingoid &reclosure through mortgage modificationg] an
servicers are required to adopt specified measanesiuce mortgage obligations in certain situaidnis
expected that the settlements will help many hormessvavoid foreclosures that would otherwise haceiged
in the near-term. It is also possible that othsidential mortgage servicers will agree to simsleitlements.
These developments will reduce the number of hamtee process of foreclosure and decrease thdysapp
properties and assets that meet our investmeatierit

In addition, the U.S. Congress and numerous stgislatures have considered, proposed or adopted
legislation to constrain foreclosures, or may dansthe future. The Dodd-Frank Wall Street Reformd a
Consumer Protection Act, or the Dodd-Frank Actp @leated the CFPB, which supervises consumerdiabn
services companies (including bank and non-bankgage lenders and mortgage servicers) and enfor&s
federal consumer protection laws as they applhattkb, credit unions and other financial serviceamanies,
including mortgage servicers, and which has issoady regulations regarding mortgage origination and
servicing. These regulations provide for specialgdies in favor of consumer mortgage borrowergjquéarly
upon default and foreclosure. It remains uncerdipther any of these measures will have a sigmfizapact
on foreclosure volumes or what the timing of tlmapact would be. If foreclosure volumes were to ithecl
significantly, we may experience difficulty in filrd) target assets at attractive prices, which mvédkerially and
adversely affect us. Also, the number of familiesléng rental housing might be reduced by suctsletipn,
reducing rental housing demand for propertieswlaimay seek to rent in our markets.

The supply of r-performing, sul-performing and nor-performing loans may decline over time as a re<ufl!
higher credit standards for new loans and/or geneezonomic improvement, and the prices for re-
performing, sul-performing and non-performing loans may increasehich could materially and adversely
affect us.

As a result of the continuing effects of the ecomoanisis in 2008, there has been an increasedsoppe-
performing, sub-performing and non-performing loawailable for sale. However, in response to the
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economic crisis, the origination of jumbo, subprirA#-A and second-lien residential mortgage lohas
dramatically declined as lenders have increasddgtandards of creditworthiness in originating neans and
fewer homeowners may go into sub-performing or perferming status on their residential mortgag@&$odn
addition, the prices at which re-performing, sulbf@ening and non-performing loans can be acquireg m
increase due to the entry of new participants théodistressed loan marketplace or a smaller sufply-
performing, sub-performing and non-performing loange marketplace. For these reasons, alongtith
continuing slow rate of general improvement in¢senomy, the supply of re-performing, sub-perfoigramd
non-performing residential mortgage loans that ves mcquire may decline over time, which could matigr
and adversely affect us.

Difficult conditions in the mortgage, residentiakal estate and smaller commercial real estate mskas well
as general market concerns may adversely affectuakie of the assets in which we invest and these
conditions may persist for the foreseeable future.

Our business is materially affected by conditionthie residential mortgage market, the residereil
estate market, the smaller commercial real estatiet) the financial markets and the economy iregan
Concerns about the residential mortgage marketarat-yet-stable real estate market, as well datiofi,
energy costs, geopolitical issues, concerns oeectbditworthiness of governments worldwide andstiadility
of the global banking system, continuing relativieigh unemployment and under-employment and the
availability and cost of credit have contributedrtoreased volatility and diminished expectatiomsthe
economy and markets going forward. In particulae, riesidential mortgage market in the United Stiasess
experienced a variety of difficulties and changedn®mic conditions, including defaults, credit lessind
liquidity concerns. Certain commercial banks, inweent banks and insurance companies continue touaice
losses from exposure to the residential mortgag&eharhese factors have affected investor peroppf the
risk associated with MBS, other real estate-relat=zlirities and various other asset classes irhwicmay
invest. As a result, values of certain of our asaet the asset classes in which we intend to ifnze®
experienced volatility. Further deterioration of ttnortgage market and investor perception of giesri
associated with MBS we may retain as part of ooustizations, as well as other assets that weieegould
materially adversely affect our business, financa@idition and results of operations and our ghibtmake
distributions to our stockholders.

We may be materially and adversely affected bysiakfecting borrowers or the singc-family rental properties
in which our investments may be concentrated at ayiyen time, as well as from unfavorable changesfie
related geographic regions.

Our assets are not subject to any geographic,dification or concentration limitations. Accordiggbur
investment portfolio may be concentrated by geduyapingle-family rental property characteristicsléor
borrower demographics, increasing the risk of toass if the particular concentration in our polifas subject
to greater risks or undergoing adverse developméntsidition, adverse conditions in the areas weltlee
properties securing or otherwise underlying ouestinents are located (including business layoffs or
downsizing, industry slowdowns, changing demogrephind other factors) and local real estate camdit{sucl
as oversupply or reduced demand) may have an adgffext on the value of our investments. A makeria
decline in the demand for single-family housingamtals in these or other areas where we will oggets may
materially and adversely affect us. Lack of divigcation can increase the correlation of non-perfance and
foreclosure risks among our investments. Histogic#he mortgage and real estate assets acquiraffibgtes of
our Manager have been concentrated in Floridaleevestern and southwestern United States.

Recent changes in consumer mortgage loan regulationay make it more difficult for borrowers to refamce
our purchased mortgage loans.

The Dodd-Frank Act authorized the CFPB to issuelegipns, including the Ability-to-Pay Rule, or the
ATR Rule, governing a loan originator’'s determipatthat, at the time a loan is originated, the nomer has a
reasonable ability to repay the loan, or ATR. T8 promulgated the ATR Rule, which implements iteda
requirements on how lenders must establish a berswbility to repay a covered mortgage loan. A&
Rule became effective for residential mortgage kaplications received on or after January 10, 281gubset
of mortgages within the ATR Rule are known as “ifieal mortgages,” or
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QMs. The Dodd-Frank Act provides a statutory prgstimn that a borrower will have the ability to rgpaloan
if the loan has the characteristics that meet #imition of QM, potentially mitigating the risk difability of the
creditor and assignee of the creditor for speciEiRAemedies under the U.S. federal Truth in Lending or
TILA. Mortgage lenders may be reluctant to makentothat do not qualify as QMs because they willbeot
entitled to such protection against civil liabilimder the Doddrrank Act. As a result, the ATR Rule may res
the availability of mortgage loans in the marketluding refinancing loans.

Changes in the underwriting standards by Freddie Bjd&annie Mae or FHA could make it more difficultot
refinance our purchased mortgage loans.

In 2010, Freddie Mac and Fannie Mae announceddigitderwriting guidelines, particularly for adjaiste
rate mortgages, or ARMs, and hybrid interest-onBMs, or Hybrid ARMs. Specifically, Freddie Mac
announced that it would no longer purchase intesest mortgages and Fannie Mae changed its elityibil
criteria for purchasing and securitizing ARMs tofgct consumers from potentially dramatic paymeatdases.
Stricter underwriting standards by Freddie Mac,rfi@Mae or the FHA could affect our ability to redince
mortgage loans and the terms on which mortgageslosy be refinanced, which may adversely affect our
business and results of operations.

The whole residential mortgage loans and other desitial mortgage assets in which we may invest
subject to risk of default, among other risk

The mortgage loans and other mortgagjeted assets that we may acquire from time te timy be subje
to defaults (including re-default for re-performilogins), foreclosure timeline extension, fraudidestial price
depreciation and unfavorable modification of loaimgpal amount, interest rate and amortizatioprirficipal,
which could result in losses to us. Residentialtgage loans are secured by single-family residieptaperty
and, when not guaranteed by a government sponsotetdprise, or GSE, such as Fannie Mae and Fratitie
or securitized through Ginnie Mae, are subjectsksrof delinquency and foreclosure and risks e$ld@he
payment of the principal and interest on the ma@eégaans we expect to acquire would not typicadly b
guaranteed by any GSE or any other governmentalkcggédditionally, by directly acquiring whole mggege
loans, we do not receive the structural credit anbments that can benefit senior tranches of MB®&héle
mortgage loan is directly exposed to losses reguftom default. Therefore, the value of the unged
property, the creditworthiness and financial positdf the borrower and the priority and enforcagbdf the lier
will significantly affect the value of such mortgagrhe ability of a borrower to repay a loan sedurg a
residential property typically depends upon th@me or assets of the borrower. A number of faciocduding
a general economic downturn, acts of nature, temgrsocial unrest and civil disturbances, may impa
borrower’s ability to repay a mortgage loan. Faveale of a mortgage loan can be an expensive agthie
process, which could have a substantial negatfeetedn our anticipated return on a foreclosed gage loan.
In the event of a foreclosure, we may assume din@oership of the underlying real estate. The tigtion
proceeds upon sale of such real estate may naiffigent to recover our cost basis in the loarg any costs or
delays involved in the foreclosure or liquidatiagess may increase losses.

Whole mortgage loans are also subject to “speecizhtd” risk such as property damage caused by dmzar
such as earthquakes or environmental hazardspmeted by standard property insurance policiethénevent
of the bankruptcy of a mortgage loan borrower nfwetgage loan to such borrower will be deemed tedmeirec
only to the extent of the value of the underlyindateral at the time of bankruptcy (as determibgdhe
bankruptcy court), and the lien securing the marégaan will be subject to the avoidance powerthef
bankruptcy trustee or debtor in possession toxtenethe lien is unenforceable under state lavaddition,
claims may be assessed against us on account pbeition as a mortgage holder or property owmsiuding
assignee liability, responsibility for tax paymergavironmental hazards and other liabilities.dme cases,
these liabilities may be “recourse liabilities” may otherwise lead to losses in excess of thehpse price of tt
related mortgage or property. Although we expeetdguire mortgage loans at significant discourdmftheir
UPB and underlying property value, in the eversamf default under a mortgage loan held directlyigywe
bear a risk of loss of the principal to the exieinany deficiency between the value of the colkdtand the
principal and accrued interest of the mortgage,lednich could have a material adverse effect oncash flow
from operations and results of operations.
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The MBS we retain from our own securitizations evide interests in, or are secured by, pools odeasia
mortgage loans. Accordingly, the MBS that we holtl be subject to all of the risks of the respeetivnderlying
mortgage loans.

For certain residential mortgage loans, the DodahikAct established, through amendment to TILA-lif
of-loan liability on any holder of a residential rtgage loan that takes action on the loan followdeéault
(including foreclosure). This liability is premisegon violation of the ATR Rule, as well as viotatiof the loar
originator compensation rule. Borrower remediesjlable by way of recoupment or set-off, includatistory
damages and attorneys’ fees.

Our commercial mortgage loans in respect of smaliteulti-family residential properties or smaller mixed u
retail/residential properties may be subject to delts, foreclosure timeline extension, fraud androoercial
price depreciation and unfavorable modification &dan principal amount, interest rate and amortizati of
principal.

Our commercial mortgage loans secured by multidfant commercial property may be subject to risks o
delinquency and foreclosure, and risk of loss thay be greater than similar risks associated wiln$ made o
the security of single-family residential propeffhe ability of a borrower to repay a loan securg@n income-
producing property typically depends primarily ugbe successful operation of such property ratiem tipon
the existence of independent income or assetsedidirower. If the net operating income of the propis
reduced, the borrower’s ability to repay the loaayrbe impaired. Net operating income of an incomuahpcing
property can be affected by, among other things:

+ tenant mix;

*  success of tenant businesses;

e property management decisions;

e property location and condition;

e competition from comparable types of properties;

» changes in laws that increase operating expandesit rents that may be charged;

e any need to address environmental contaminatidme property or the occurrence of any uninsured
casualty at the property;

» changes in national, regional or local economoieditions and/or specific industry segments;

» declines in regional or local real estate values

» declines in regional or local rental or occuparates;

* increases in interest rates;

e real estate tax rates and other operating exgens

» changes in governmental rules, regulations @&ualfpolicies, including environmental legislati@md

. acts of God, terrorist attacks, social unrest @il disturbances.

If we acquire and subsequently -sell any whole mortgage loans, we may be requiredepurchase sucl
loans or indemnify investors if we breach represatibns and warranties.

If we acquire and subsequently re-sell any wholetgage loans, we would generally be required toamak
customary representations and warranties aboutleaob to the loan purchaser. Our residential nageegoan
sale agreements and terms of any securitizatidasnhich we sell loans will generally require usépurchase
or substitute loans in the event we breach a reptaton or warranty given to the loan purchaseaddition,
we may be required to repurchase loans as a duttrrower fraud or in the event of early paymaefault on
mortgage loan. Repurchased loans are typicallyhwamty a fraction
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of the original price. Significant repurchase atjicould materially adversely affect our busindsgncial
condition and results of operations and our abibtynake distributions to our stockholders. Furthepending
on the level of repurchase and resale activitiesmay determine to conduct any such activitiesutjinca TRS.

We are subject to counterparty risk and may be uleato seek indemnity or require our counterpartits
repurchase mortgage loans if they breach represgiotas and warranties, which could cause us to suffe
losses.

When selling mortgage loans, sellers typically mekstomary representations and warranties abott suc
loans. Our residential mortgage loan purchase aggets may entitle us to seek indemnity or demapdrohas:
or substitution of the loans in the event our ceyparty breaches a representation or warranty divess.
However, there can be no assurance that our matgag purchase agreements will contain appropriate
representations and warranties, that we will be &bknforce our contractual right to repurchassubsstitution,
or that our counterparty will remain solvent oretliise be able to honor its obligations under itstgage loan
purchase agreements. Our inability to obtain indgnor require repurchase of a significant numkidoans
could harm our business, financial condition, ldjty, results of operations and our ability to malstributions
to our stockholders.

Certain investments in portfolios of whole mortgalgens and other mortgage assets may require u
purchase less desirable mortgage assets as paahaitherwise desirable pool of mortgage assets,civtdould
subject us to additional risks relating to the ledasirable mortgage asse

If we acquire portfolios of whole mortgage loansl ather mortgage assets, the portfolio may corgtaine
assets that we would not otherwise seek to acquitbeir own. These other assets may subject additional
risks. Acquisition of less desirable mortgage ass®ty impair our performance and reduce the retorour
investments.

To the extent that due diligence is conducted oneptial assets, such due diligence may not revdbabthe
risks associated with such assets and may not reetieer weaknesses in such assets, which could lead
losses.

Before making an investment, we intend to condeithér directly or using third parties) certain due
diligence. There can be no assurance that we arnllact any specific level of due diligence, or tfzahong
other things, our due diligence processes will uecall relevant facts or that any purchase wilshecessful,
which could result in losses on these assets, whidiirn, could adversely affect our businessariicial
condition and results of operations and our abibtynake distributions to our stockholders.

The failure of a seller of mortgage loans to proeicll the necessary documentation to us could adedy
affect our ability to leverage our assets or othése service the mortgage loans that we will own.

Pursuant to customary provisions in the purchaseeagents governing our loan acquisitions, we also
generally will have the right to cause the seltereepurchase certain loans if they do not propidger
documentation to evidence ownership or first ligxius with respect to such loans within a specitieeg period
Any delay or inability to obtain such documentatamuld adversely affect our ability to leveragelsiaans,
could adversely affect the Servicer’s ability tovéee those mortgage loans and any such repurchgsthe
sellers would decrease the size of our portfolio.

We will primarily own higher risk loans, which arenore expensive to service than conventional mortg
loans.

A significant percentage of the mortgage loans weown are higher risk loans, meaning that thenlare
to less creditworthy borrowers or for properties #alue of which has decreased. These loans am mor
expensive to service because they require moredradnteraction with customers and greater moinigoand
oversight. Additionally, in connection with the arnigg mortgage market reform and regulatory deveemis)
servicers of higher risk loans may be subject todased scrutiny by state and U.S. federal regslatomay
experience higher compliance costs, which couldlrés a further increase in servicing costs. Thylothe
servicing agreement, the Servicer will pass alengstmany of the additional third-party expensesiired by it
in servicing these higher risk loans. The greabst of servicing higher risk loans, which may betfar
increased through regulatory reform, could advgra#fect our business, financial condition and hessof
operations.
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A change in delinquencies for the loans we will ownould adversely affect our business, financial abtion
and results of operations.

Delinquency rates have a significant impact onremenues and expenses of our mortgage loans aw/fo

* Revenut. Increased delinquencies generate higher ancfées to the loan servicer, which fees are
recoverable, if at all, in the event that the edidban is liquidated prior to payment of the iatdron
the loan or MBS that we will own.

 Expense. Anincrease in delinquencies will result inigher cost to service due to the increased
and effort required to collect payments from delient borrowers. The cost of servicing an
increasingly delinquent mortgage loan portfolio miag without a corresponding increase in revenue
because of increased third-party cost reimbursesrgrth as property taxes and insurance.

An increase in delinquency rates could thereforeesktly affect our business, financial conditiod an
results of operations.

Moreover, a significant percentage of the mortgagas we will own are higher risk loans, which téad
have higher delinquency and default rates than @&Egovernment agency-insured mortgage loans. These
higher risk loans, combined with decreases in ptgpalues, have caused increases in loan-to-valies,
resulting in borrowers having little or negativeuity in their property, which may provide incentit@borrower
to strategically default on their loans. Recentdalglay the initiation or completion of foreclospr®ceedings
on specified types of residential mortgage loanatloerwise limit the ability of mortgage servicéosake
actions that may be essential to preserve the \dltiee mortgage loans. Any such limitations akelf to cause
delayed or reduced collections from mortgagors.

Market conditions and other factors may affect oability to securitize assets, which could increase
financing costs and adversely affect our resultsagferations and ability to make distribution

Our ability to obtain permanent non-recourse firiag¢hrough securitizations will be affected bywamber
of factors, including:

e conditions in the securities markets, generally;

» conditions in the asset-backed securities marispiecifically;
»  yields on our portfolio of mortgage loans;

» the credit quality of our portfolio of mortgaggans; and

e our ability to obtain any necessary credit ereament.

In recent years, the asset-backed securitizatioketsahave experienced unprecedented disruptiods, a
securitization volumes have decreased sharply.iReoaditions in the securitization markets includduced
liquidity, increased risk premiums for issuers,ueel investor demand, financial distress among iz
guaranty insurance providers, a general tighteofrigedit and substantial regulatory uncertaintighdugh we
have been able to complete two securitizatiorthei$e conditions worsen in the future, they contiddéase our
cost of funding, and could reduce or even elimimateaccess to the securitization market. As atabese
conditions could preclude us from securitizing &ssequired for such purpose.

Our ability to sell mortgage loans into securitigas could also be delayed, limited, or precludgd b
legislative and regulatory reforms applicable teetihacked securities and the institutions thabspg service,
rate, or otherwise participate in, or contributeth® successful execution of a securitizationsaation. Other
factors could also limit, delay, or preclude ouiligbto sell assets into securitizations. Provismf the Dodd-
Frank Act have required significant revisions te kbgal and regulatory framework that apply todksetackec
securities markets and securitizations. For exangsetion 15G of the Exchange Act, as modifiedheyDodd-
Frank Act, generally requires the issuer of assekbd securities to retain not less than five perokthe credit
risk of the assets collateralizing the asset-baslkeedrities. While Section 15G includes an exempfiio asset-
backed securities that are collateralized exclisivg
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residential mortgages that qualify as “qualifiedidential mortgages” (as defined in the accompanyin
regulations), re-performing and sub-performing bahthe type that we intend to purchase and st&miri
generally will not qualify for this exemption. Wallntherefore be required to retain five percentmsre of the
credit risk associated with the assets we seceritiz

In addition to these laws and rules, other U.Seffeldor state laws and regulations that could affac
ability to sell assets into securitization programesy be proposed, enacted, or implemented. Thesedad
regulations could effectively preclude us from fineng our assets through securitizations or coeldydour
execution of these types of transactions. Othetamgtsuch as (i) accounting standards applicable t
securitization transactions and (ii) capital ancetage requirements applicable to banks and otigedated
financial institutions that traditionally purchaaed hold asset-backed securities, could also rigslgss investor
demand for securities issued through securitizatmmsactions.

Prepayment rates can change, adversely affecting plerformance of our assets and our ability to re@st the
proceeds thereo

The frequency at which prepayments (including vidmnprepayments by borrowers, loan buyouts and
liquidations due to defaults and foreclosures) oocumortgage loans, including those underlying MBS
affected by a variety of factors, including theyaiéing level of interest rates as well as econqgmé@mographic,
tax, social, legal, and other factors. Generallyrdwers tend to prepay their mortgages when pliegai
mortgage rates fall below the interest rates oir thertgage loans. When borrowers prepay their gag# loans
at rates that are faster or slower than expedtegsilts in prepayments that are faster or sldtem expected on
the mortgage loans and any related MBS. Theserfastdower than expected payments may adverstdgtaf
our profitability, although the effects vary becaugpon prepayment we can receive 100% of the réengaihBP
that we had purchased at a significant discount.

We may purchase loans that have a higher inteaisstiian the then prevailing market interest date.
exchange for this higher interest rate, we maygpyemium to par value to acquire the loan. In etzace with
GAAP, we amortize this premium over the expecteohtef the security or loan based on our prepayment
assumptions or its contractual terms, dependintperype of loan or security purchased. If a lGaprepaid in
whole or in part at a faster than its expected satmontractual term (as applicable), we must egpel or a part
of the remaining unamortized portion of the premilnait was paid at the time of the purchase, whiith w
adversely affect our profitability.

We also may purchase securities or loans that Adewer interest rate than the then prevailing retark
interest rate. In exchange for this lower interatt, we may pay a discount to par value to acdh&doan. We
accrete this discount over the expected term olfoidue based on our prepayment assumptions or fittsazdgual
terms, depending on the type of loan or securitgipased. If a loan is prepaid at a slower than eegerate,
however, we must accrete the remaining portiomefdiscount at a slower than expected rate. THigxiend
the expected life of investment portfolio and resul lower than expected yield on loans purchaged
discount to par.

Prepayment rates generally increase when inteatest fall and decrease when interest rates rise, bu
changes in prepayment rates are difficult to pte#irepayments can also occur when borrowerstsejptopert
and use the sale proceeds to prepay the mortggugertasf a physical relocation or when borrowerfadk on
their mortgages and the mortgages are prepaidtherproceeds of a foreclosure sale of the prop&Hg.GSE
guidelines for repurchasing delinquent loans froB3vtrusts and changes in such guidelines alsotaffec
prepayment rates. Consequently, prepayment ratesvady be affected by conditions in the housing and
financial markets, which may result in increaselihdeencies on mortgage loans, cost of capitaleggn
economic conditions and the relative interest ratefixed and adjustable rate loans, which coudd e an
acceleration of the payment of the related priricipa

The adverse effects of prepayments may affect uarious ways. Particular investments may under-
perform relative to any hedges that we may havetcocted for these assets, resulting in a loss.to u
Furthermore, to the extent that faster prepaynegesrare due to lower interest rates, the pringpgments
received from prepayments will tend to be reinvestelower-yielding assets, which may reduce oapine in
the long run. Therefore, if actual prepayment rdiffer from anticipated prepayment rates, our bess,
financial condition and results of operations ahilitg to make distributions to our stockholdersuttbbe
materially adversely affected.
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The real estate assets and real es-related assets we intend to or may invest in arbjeat to the risks
associated with real property.

We will own real estate directly as well as astieds are secured by real estate. Real estate assetabjec
to various risks, including:

. declines in the value of real estate;

» acts of nature, including earthquakes, floods ather natural disasters, which may result in sumiad
losses;

» acts of war or terrorism, including the consemes of terrorist attacks, such as those that oedun
September 11, 2001;

e adverse changes in national and local econondavaarket conditions;

» changes in governmental laws and regulatiossafipolicies and zoning ordinances and the related
costs of compliance with laws and regulations digwlicies and ordinances;

. costs of remediation and liabilities associatéth environmental conditions such as indoor malakl
» the potential for uninsured or under-insurecpprty losses.

The occurrence of any of the foregoing or similegrgs may reduce our return from an affected pitgpar
asset and, consequently, materially adversely afi@cbusiness, financial condition and resultemédrations ar
our ability to make distributions to our stockhatsle

Investments in secor-lien mortgage loans could subject us to increasékrof losses

We may invest in second-lien mortgage loans ortersacuritizations with MBS backed by such loaha. |
borrower defaults on a second lien mortgage loamats senior debt (i.e., a first-lien loan in tase of a
residential mortgage loan), or in the event of adwer bankruptcy, such loan will be satisfied oafter all
senior debt is paid in full. As a result, if we @st in second-lien mortgage loans and the borrdefaults, we
may lose all or a significant part of our investinen

Our use of models in connection with the valuatiof our assets subjects us to potential risks in theent thal
such models are incorrect, misleading or based noamplete information

As part of the risk management process, we us&lanager’s detailed proprietary models to evaluate,
depending on the asset class, house price appoecétd depreciation by county, region, prepaynseeeds ar
foreclosure frequency, cost and timing. Models dai are used to value assets or potential asstSD in
connection with any hedging of our acquisitions.nylaf the models are based on historical trendes&hrends
may not be indicative of future results. Furthereyahe assumptions underlying the models may pimbe
inaccurate, causing the models to also be incorrethe event models and data prove to be incomeisleadiny
or incomplete, any decisions made in reliance threexpose us to potential risks. For example, yynmg on
incorrect models and data, especially valuationetgdve may be induced to buy certain assets egpthat are
too high, to sell certain other assets at pricasdhe too low or to miss favorable opportunitiksgether.
Similarly, any hedging based on faulty models aathanay prove to be unsuccessful.

Valuations of some of our assets will be inherentigcertain, may be based on estimates, may fluctuater
short periods of time and may differ from the vaki¢hat would have been used if a ready market fuege
assets existed.

While in some cases our determination of the falue of our assets will be based on valuationsigealy
by third-party dealers and pricing services, we value most of our assets based upon our judgraedtsuch
valuations may differ from those provided by thjarty dealers and pricing services. Valuationseofain asse
are often difficult to obtain or unreliable. In geal, dealers and pricing services heavily discldiair
valuations. Additionally, dealers may claim to fisinvaluations only as an accommodation and witepatial
compensation, and so they may disclaim any an@hllity for any direct, incidental or consequeitilamages
arising out of any inaccuracy or incompletenesginations,
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including any act of negligence or breach of anyrarity. Depending on the complexity and illiquiddfan
asset, valuations of the same asset can vary stlbfitafrom one dealer or pricing service to arethrhe
valuation process has been particularly difficaltantly because market events have made valuatiaestain
assets unpredictable, and the disparity of valoatmrovided by third-party dealers has widened.

Our business, financial condition and results afrapons and our ability to make distributions tw o
stockholders could be materially adversely affedtedr fair value determinations of these assedsew
materially higher than the values that would eifiatready market existed for these assets.

The lack of liquidity of our assets may adverseljeat our business, including our ability to seluo assets

We acquire assets, securities or other instruntbatsare not liquid or publicly traded, and market
conditions could significantly and negatively afféee liquidity of other assets.

In addition, mortgage-related assets generally gapee periods of illiquidity, including the recqueriod
of delinquencies and defaults with respect to mtidl and commercial mortgage loans. Furtherdatilig
third-party pricing for illiquid assets may be maugbjective than for liquid assets. Any illiquidit§ our assets
may make it difficult for us to sell such assetth# need or desire arises. In addition, if weraggiired to
liquidate all or a portion of our portfolio quicklwe may realize significantly less than the vatieshich we
previously recorded our assets. We may also fduer oéstrictions on our ability to liquidate angets for whic
we have or could be attributed with material noilfmuinformation. If we are unable to sell our assat
favorable prices or at all, it could materially adsely affect our business, financial condition egglilts of
operations and our ability to make distribution®tw stockholders. Assets that are illiquid are endifficult to
finance, and to the extent that we use leverafiedoce assets that become illiquid, we may loael#verage ¢
have it reduced. Assets tend to become less lithg times of financial stress, which is oftea time that
liquidity is most needed. As a result, our abitiysell assets or vary our portfolio in responsehanges in
economic and other conditions may be limited byitiity constraints, which could adversely affect oesults o
operations and financial condition.

An increase in interest rates may cause a decreéaghe amount of certain of our target assets thae
available for acquisition, which could adverselyfa€t our ability to acquire target assets that s#yi our
investment objectives and to generate income ang gigidends.

Rising interest rates generally reduce the demanchbrtgage loans due to the higher cost of bomgwh
reduction in the volume of mortgage loans origidatey affect the amount of target assets avaikables for
acquisition, which could adversely affect our apitb acquire assets that satisfy our investmejeatives.
Rising interest rates may also cause our targetaizat were issued prior to an interest rateeeme to provide
yields that are below prevailing market interegtsalf rising interest rates cause us to be unatéequire a
sufficient volume of our target assets with a yildt is above our borrowing cost, our ability &disfy our
investment objectives and to generate income apdipaends may be materially and adversely affgcte

The principal and interest payments on our retain®tBS are not guaranteed by any entity and, therefpare
subject to increased risks, including credit ris

We create and retain MBS that will be backed bydesgtial mortgage loans that do not conform to the
Fannie Mae or Freddie Mac underwriting guidelin@ésnsequently, the principal and interest on tho8SMre
not guaranteed by GSEs such as Fannie Mae andi&ddd, or securitized through Ginnie Mae. We db no
currently expect to acquire third-party non-Ageiis.

Our MBS are and will be subject to many of thesiskthe respective underlying mortgage loans. A
residential mortgage loan is typically secured Isyngle-family residential property and is subjectisks of
delinquency and foreclosure and risks of loss. dltiity of a borrower to repay a loan secured bgsadential
property depends upon the income or assets ofahievker. A number of factors, including a gene@remic
downturn, unemployment, acts of God, terrorismjaamrest and civil disturbances, may impair bamecs’
abilities to repay their mortgage loans. In perifallowing home price declines, “strategic defau(ecisions
by borrowers to default on their mortgage loangpilesaving the ability to pay) also may becomeeanor
prevalent.
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In the event of defaults under mortgage loans Ingchiny of our retained MBS, we will bear a risHaxs
of principal to the extent of any deficiency betwébke value of the collateral and the principal andrued
interest of the mortgage loan. Additionally, in #heent of the bankruptcy of a mortgage loan borrothe
mortgage loan to such borrower will be deemed tedmired only to the extent of the value of theeulyihg
collateral at the time of bankruptcy (as determibgdhe bankruptcy court), and the lien securirgrttortgage
loan will be subject to the avoidance powers oftthekruptcy trustee or debtor-in-possession t@gtent the
lien is unenforceable under state law. Foreclosfilemortgage loan can be an expensive and lemqytoess
which could have a substantial negative effectumnamticipated return on the foreclosed mortgage.ldf
borrowers default on the mortgage loans backingMB® and we are unable to recover any resulting los
through the foreclosure process, our businesspdiabcondition and results of operations and duilitg to
make distributions to our stockholders could beeamally adversely affected.

The Service's operations are heavily regulated at the U.S. fiedestate and local levels and its failure
comply with applicable regulations could materialadversely affect our expenses and results of ofiers,
and there is no assurance that we could replace 8evicer with servicers that satisfy our requirems or
with whom we could enter into agreements on satt$fay terms.

The Servicer must comply with a wide array of Ueleral, state and local laws and regulations that
regulate, among other things, the manner in whiskrvices our mortgage loans and manages oupneaérty
in accordance with the servicing agreement, indgdecent CFPB mortgage servicing regulations pigated
pursuant to the Dodd-Frank Act. These laws andlatigns cover a wide range of topics such as licens
allowable fees and loan terms; permissible sergiaind debt collection practices; limitations orcémt-placed
insurance; special consumer protections in conmeetith default and foreclosure; and protection of
confidential, nonpublic consumer information (pdya The volume of new or modified laws and regoles
has increased in recent years, and states anddudi\cities and counties continue to enact lawas dither
restrict or impose additional obligations in cornti@t with certain loan origination, acquisition aservicing
activities in those cities and counties. The lang egulations are complex and vary greatly ambegstates
and localities, and in some cases, these lawsatiedct conflict with each other or with U.S. fedidaw. In
addition, these laws and regulations often contague standards or requirements, which make conggia
efforts challenging. Material changes in thesesaled regulations could increase our expenses timeler
servicing agreement. From time to time, the Servicay be party to certain regulatory inquiries and
proceedings, which, even if unrelated to the regidemortgage servicing operation, may resultdaease
findings, fines, penalties or other assessmentsrandaffect adversely its reputation.The Servictailsire to
comply with applicable laws and regulations couddexrsely affect our expenses and results of oparstif we
were to determine to change servicers, there essearance that we could find servicers that satisfy
requirements or with whom we could enter into agreets on satisfactory terms. The Servicer’s faitare
comply with these laws and regulations could atsliréctly result in damage to our reputation initigustry
and adversely affect our ability to effect our Imesis plan.

The failure of the Servicer to service our assetfeetively would materially and adversely affect.t

We will rely on the Servicer to service and manageassets, including managing collections on duoley
mortgage loans and the mortgage loans underlyingetained MBS. If the Servicer is not vigilant in
encouraging borrowers to make their monthly paysiehe borrowers may be far less likely to makesé¢he
payments, which could result in a higher frequenicgiefault. If the Servicer takes longer to liquelaon-
performing assets, our losses may be higher thgmally anticipated. We also will rely on the Sieer to
provide all of our property management, lease mamagt and renovation management services assowited
the real properties we acquire upon conversiorsiflential mortgage loans that we will own or thatacquire
directly. The failure of the Servicer to effectiyalervice our mortgage loans assets, includingrtbegage loan
underlying any MBS we may own, REO and other retdte-related assets could negatively impact theevat
our investments and our performance.

We rely on the Servicer for our loss mitigation effs relating to mortgage loan assets, which lossigation
efforts may be unsuccessful or not cost-effective.

We depend on a variety of services provided byStaevicer, including, among other things, to collect
principal and interest payments on our whole marggaans as well as the mortgage loans underlyiing o
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retained MBS and to perform loss mitigation sersida addition, legislation and regulation that &éeen
enacted or that may be enacted in order to redupesgent foreclosures through, among other thilugs)
modifications, may reduce the value of mortgagedodlortgage servicers may be required or incergtvby
the U.S. Government to pursue such loan modifioatias well as forbearance plans and other adtibersded
to prevent foreclosure, even if such loan modifaz and other actions are not in the best inter@sthe ownel
of the mortgage loans. In addition to legislatibattestablishes requirements or creates finanwehtives for
mortgage loan servicers to modify loans and takeradctions that are intended to prevent forectssifederal
legislation has also been adopted that createfe dnaebor from liability to creditors for servicettgat undertake
loan modifications and other actions that are idéghto prevent foreclosures. Finally, recent lang a
regulations, including CFPB regulations, delayittigation or completion of foreclosure proceedirggs
specified types of residential mortgage loans bewntise limit the ability of mortgage servicersaée actions
that may be essential to preserve the value ahtbrtggage loans underlying the MBS. Any such liniitas are
likely to cause delayed or reduced collections fraortgagors and generally increase servicing césts: result
of these legislative and regulatory actions, theri§er may not perform in our best interests otapur
expectations, which could materially adversely effaur business, financial condition, results oémgtions and
our ability to make distributions to our stockhatsle

We may be affected by deficiencies in foreclosuragtices of third parties, as well as related dedag the
foreclosure process

There continues to be uncertainty around the tinaimg) ability of servicers to remove delinquent bosrs
from their homes, so that they can liquidate theenlying properties and ultimately pass the ligtimaproceed
through to owners of the mortgage loans or rel&t8®. Given the magnitude of the housing crisis, eind
response to the well-publicized failures of manyisers to follow proper foreclosure proceduresfsas “robo-
signing”), mortgage servicers are being held tohmhigher foreclosure-related documentation starsitrain
they previously were. However, because many moegagve been transferred and assigned multiples tjame
by means of varying assignment procedures) thrauigthe origination, warehouse and securitizatiatpsses,
mortgage servicers may have difficulty furnishihg tequisite documentation to initiate or complete
foreclosures. This leads to stalled or suspendextifmsure proceedings, and ultimately additione¢dtosure-
related costs. Foreclosure-related delays alsotteimtrease ultimate loan loss severities asatreproperty
deterioration, amplified legal and other costs, atier factors. Many factors delaying foreclosgigh as
borrower lawsuits and judicial backlog and scrutiase outside of servicers’ control and have delagad will
likely continue to delay, foreclosure processingath judicial states (where foreclosures requingric
involvement) and non-judicial states. The Servieéailure to remove delinquent borrowers from tieimes in
a timely manner could increase our costs, adveefédgt the value of the property and mortgage daamd have
a material adverse effect on our results of opamatand business.

Changes in applicable laws or noncompliance withpdipable law could materially and adversely affac.

As an owner of real estate, we are required to tpmiph numerous U.S. federal, state and local lawd
regulations, some of which may conflict with onetrer or be subject to limited judicial or regulgto
interpretations. These laws and regulations mawdtleczoning laws, building codes, landlord-tenamtd and
other laws generally applicable to business opmmatiNoncompliance with laws or regulations coupase us
to liability.

Lower revenue growth or significant unanticipategenditures may result from our need to comply with
changes in (i) laws imposing remediation requiretmi@nd potential liability for environmental condits
existing on properties or the restrictions on désgles or other conditions, (ii) rent control ortretabilization
laws or other residential landlord-tenant lawsiidr gther governmental rules and regulations doegcement
policies affecting the rehabilitation, use and agien of any single-family rental properties we nuoayn,
including changes to building codes and fire afeddafety codes.
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Our decision whether to rent or sell any REO we agg upon conversion of no-performing loans will
depend on conditions in the relevant geographic kets, and if our assumptions about rental rates and
occupancy levels in our markets are not accuratar operating results and cash available for disttition
could be adversely affected.

We intend either to sell or rent the real propegtiher single-family residences or smaller comriagrc
properties, that we may acquire upon conversiamofperforming mortgage loans. The success of osiness
model will substantially depend on conditions ie #pplicable sales or rental markets in the reliegaeographic
markets, including, among other things, occupamgyrant levels. If those assumptions prove to bedarate,
our operating results and cash available for digtion could be lower than expected, potentiallyerially.

Rental rates and occupancy levels for single-faneibidential properties have benefited in receribde
from macroeconomic trends affecting the U.S. econand residential real estate and mortgage maitkets
particular, including:

« atightening of credit that has made it moréidift to finance a home purchase, combined witbrés
by consumers generally to reduce their exposucectit;

» economic and employment conditions that haveesmed foreclosure rates;

* reduced real estate values that challengedahléibnal notion that homeownership is a stable
investment; and

» the unprecedented level of vacant housing caimgrithe REO owned by banks, GSEs, and other
mortgage lenders or guarantors.

The single-family rental market is currently sigeeintly larger than in historical periods. We dd erpect
the favorable trends in the single-family rentakkefto continue indefinitely. A strengthening bétU.S.
economy and job growth, together with the largepbupf foreclosed single-family rental propertidse current
availability of low residential mortgage rates ajmernment-sponsored programs promoting home owipers
may contribute to a stabilization or reversal & turrent trend that favors renting rather thanéwmmmership. It
addition, we expect that as investors increasisgbk to capitalize on opportunities to purchaseradued
housing properties and convert them to productsespthe supply of single-family rental propertigié
decrease and the competition for tenants will isifgnTo the extent that a significant portion afrdusiness
becomes single-family rentals, a softening of #h&al property market in our markets could advgraéfect our
operating results and cash available for distrdsuytpotentially materially.

We may incur significant costs in restoring our pperties, and we may underestimate the costs or amodi
time necessary to complete restorations.

Before determining whether to rent or sell any wf properties, the Servicer will perform a detailed
assessment, including an on-site review of suchegty, to identify the scope of restoration to benpleted.
Beyond customary repairs, we may undertake impreviesndesigned to optimize overall property appedl a
increase the value and rentability of the propettgn such improvements can be done cost effectiVelyhe
extent properties are occupied, restorations magyobtponed until the premises are vacated. We exipatc
nearly all of our properties will require some legErestoration immediately upon their acquisitiamin the
future following expiration of a lease or otherwi¥ée may acquire properties that we plan to restgtensively
In addition, in order to reposition propertiestie rental market, we will be required to make ongaiapital
improvements and may need to perform significastiorations and repairs from time to time. Consetiyene
are exposed to the risks inherent in property ratitm, including potential cost overruns, increaselabor and
materials costs, delays by contractors in commetinrk, delays in the timing of receiving necessaoyk
permits and certificates of occupancy and poor wankship. If our assumptions regarding the cosinung of
restorations across our properties prove to beriallyeinaccurate, we could be materially and adedyr
affected.

Contingent or unknown liabilities could materiallpnd adversely affect u:

Our acquisition activities are subject to manysisk/e may acquire properties that are subject knanmn
or contingent liabilities, including liabilities far with respect to liens attached to properties,
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unpaid real estate taxes, utilities or other chafgewhich a prior owner remains liable, cleanempemediation
of environmental conditions or code violations,mis of vendors or other persons dealing with theuaed
properties and tax liabilities, among other thingseach case, our acquisition may be without anyyith only
limited, recourse with respect to unknown or cagint liabilities or conditions. As a result, if asych liability
were to arise relating to our properties, or if adyerse condition exists with respect to our priggethat is in
excess of our insurance coverage, we might hapaysubstantial sums to settle or cure it, whiahido
materially and adversely affect us. The propesiesacquire may also be subject to covenants, dondibr
restrictions that restrict the use or ownershipuath properties, including zoning laws and regorfetiand
prohibitions on leasing or requirements to obthmapproval of home owner associations prior tsifep We
may not discover such restrictions during the agition process and such restrictions may adveedébgt our
ability to operate such properties as we intend.

Poor tenant selection and defaults by our tenantaymmaterially and adversely affect u

Our success with any REO that we may seek to rédindlepend, in large part, upon our ability to attr anc
retain qualified tenants for our properties, whetlesidential or commercial. This will depend, umrt, upon our
ability to screen applicants, identify good tenaantd avoid tenants who may default. We will inévliyamake
mistakes in our selection of tenants, and we mattoetenants whose default on our leases or fatlmicomply
with the terms of the lease or other regulationddmaterially and adversely affect us and theiguahd value
of our properties. For example, tenants may defauppayment of rent, make unreasonable and repeated
demands for service or improvements, make unsuggait unjustified complaints to regulatory or [oét
authorities, make use of our properties for illggaiposes, damage or make unauthorized structuaalges to
our properties that may not be fully covered byusig deposits, refuse to leave the property winenl¢ase is
terminated, engage in domestic violence or sindisturbances, disturb nearby residents with noiash, odors
or eyesores, fail to comply with applicable regigias, sub-let to less desirable individuals in &i@n of our
leases or permit unauthorized persons to occupgribperty.

In addition, defaulting tenants will often be efigely judgment-proof. The process of evicting daddting
tenant from a family residence can be adversaiatracted and costly. Furthermore, some tenanisda
eviction may damage or destroy the property. Dant@@eir properties may significantly delay re-leasafter
eviction, necessitate expensive repairs or imparéntal revenue or value of the property. In taldi we will
incur turnover costs associated with re-leasingtioperties, such as marketing expense and brokerag
commissions, and will not collect revenue while peperty is vacant. Although we will attempt tonkaevith
tenants to prevent such damage or destructiore ttar be no assurance that we will be successéll @m most
cases. Such tenants will not only cause us nath@®e our financial objectives for the properiiesvhich they
live, but may subject us to liability, and may damaur reputation with our other tenants and in the
communities where we do business.

A significant uninsured property or liability lossould have a material adverse effect on

We carry commercial general liability insurance @noperty insurance with respect to our rental propes
on terms we consider commercially reasonable. Therghowever, certain types of losses (such agdoarisini
from acts of war) that are not insured, in fulimpart, because they are either uninsurable ocdkeof
insurance makes it economically impractical. [fusdnsured property loss or a property loss in exoésnsured
limits were to occur, we could lose our capitalésted in a single-family rental property or grotipemtal
properties as well as the anticipated future regsritom such single-family rental property or gradp
properties. If an uninsured liability to a thirdrgawere to occur, we would incur the cost of dsfeand
settlement with or court ordered damages to that frarty. A significant uninsured property or lity loss
could materially and adversely affect us.

We may change our investment strategy, investmeridelines and asset allocation without notice
stockholder consent which may result in riskier iestments. In addition, our charter provides thatmloard
of directors may authorize us not to seek to elecbe taxed as a REIT or to revoke or otherwiseni@rate our
REIT election without the approval of our stockhadds.

Our board of directors has the authority to chamgeinvestment strategy or asset allocation attizng
without notice to or consent from our stockhold@is the extent that our investment strategy changes
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in the future, we may make investments that arferdint from, and possibly riskier than, the investits
described in this prospectus. A change in our iteest or leverage strategy may increase our expdsur
interest rate and real estate market fluctuatiomsquire us to sell a portion of our existing istraents, which
could result in gains or losses and therefore asgeur earnings volatility. Decisions to emploglitidnal
leverage in executing our investment strategie$dciogrease the risk inherent in our asset acqoisgtrategy.
Furthermore, a change in our asset allocation cadgdlt in our allocating assets in a different merthan as
described in this prospectus.

In addition, our charter provides that our boardiieéctors may authorize us not to seek to elebettaxed
as a REIT or to revoke or otherwise terminate dafTRelection, without the approval of our stockhesl if it
determines that it is no longer in our best intesrés qualify as a REIT. These changes could adixeedfect our
financial condition, results of operations, the keawalue of our common stock, and our ability take
distributions to our stockholders.

Our inability to compete effectively in a highly otpetitive market could adversely affect our abiltty
implement our business strategy, which could ma&dlsi and adversely affect us.

Our profitability depends, in large part, on ouilibto acquire targeted assets at favorable griveée face
significant competition when acquiring re-perforgiisub-performing and non-performing loans andathier
targeted assets. Our competitors include othergage REITS, financial companies, public and privatels,
hedge funds, commercial and investment banks aidergtial and commercial finance companies. Manyuof
competitors are substantially larger and have clenably greater access to capital and other ressuihan we
do. Furthermore, new companies with significant ante of capital have recently been formed or haised
additional capital, and may continue to be formed rise additional capital in the future, and ¢hesmpanies
may have objectives that overlap with ours, whictyroreate competition for assets we wish to acqGioene
competitors may have a lower cost of funds andssctefunding sources that are not available tdnuaddition
some of our competitors may have higher risk tolees or different risk assessments, which couthethem tc
consider a wider variety of assets to acquire atabdish more relationships than us. We also mag kiferent
operating constraints from those of our competitoctuiding, among others, tax-driven constraintshsas those
arising from our intention to qualify and maintaiar qualification as a REIT and restraints imposedis by ou
attempt to comply with certain exclusions from ti&inition of an “investment company” or other exgions
under the Investment Company Act. Furthermore, @iitipn for assets in our targeted asset classgdend to
the price of such assets increasing, may reduceuimnder of attractive re-performing, sub-performamgl non-
performing loan investment opportunities availables or increase the bargaining power of asseeoswn
seeking to sell, which would increase the pricegtiese assets. If such events occur, our abditgnplement
our business strategy could be adversely affeethith could materially and adversely affect us. ¢danot
assure you that the competitive pressures we fdbeatvhave a material adverse effect on our bessin
financial condition and results of operations.

Our ability to make distributions to our stockholdewill depend on our operating results, our finaiat
condition and other factors, and we may not be atienake regular cash distributions at a fixed rabe at all
under certain circumstances.

We intend to make distributions to our stockholderamounts such that we distribute substantidllgfa
our taxable income in each year (subject to ceddjnstments). This distribution policy will enahis to avoid
being subject to U.S. federal income tax on oualidexincome that we distribute to our stockholdeiewever,
our ability to make distributions will depend onreasults of operations, which may experience uneash
flow because we will hold re-performing, sub-penfiiamg and norperforming loans our earnings, applicable |
our financial condition and such other factors askmard of directors may deem relevant from timérhe. We
will declare and make distributions to our stocklest only to the extent approved by our board efatiors.

We are highly dependent on communications and infation systems operated by third parties, and sys!
failures could significantly disrupt our businessd negatively impact our operating resulf

Our business is highly dependent on communicataisinformation systems that allow us to monitor,
value, buy, sell, finance and hedge our investmdiitsse systems are operated by third parties,
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including our affiliates, and, as a result, we hiawited ability to ensure continued operationthe event of
systems failure or interruption, we will have ligttability to affect the timing and success of eyt
restoration. Any failure or interruption of our $g1s could cause delays or other problems in auriies
trading activities which could have a material adeeeffect on our business, financial condition eesililts of
operations and our ability to pay distribution®to stockholders.

Security breaches and other disruptions could commise our information and expose us to liability hieh
would cause our business and reputation to suffer.

In the ordinary course of our business, we, thrahghServicer, may acquire and store sensitive a@ataur
network, such as our proprietary business inforomadind personally identifiable information of bamers
obligated on loans and our prospective and cumamtgages and tenants. The secure processing and
maintenance of this information is critical to duwsiness strategy. Despite our security measuves, o
information technology and infrastructure may b&etable to attacks by hackers or breached dumdoyee
error, malfeasance or other disruptions. Any suela¢h could compromise our networks and the inftiona
stored there could be accessed, publicly discldestlpr stolen. Any such access, disclosure cgrdtiss of
information could result in legal claims or proceggs, liability under laws that protect the privamypersonal
information, regulatory penalties, disruption ta operations and the services we provide to cust®me
damage our reputation, which could materially athekasely affect us.

Risks Related to Leverage and Hedgin

We use leverage in executing our business strategyich may adversely affect the return on our assanhd
may reduce cash available for distribution to ouoskholders and increase losses when economic ciors
are unfavorable.

We use leverage to finance our investment operstoidl to enhance our financial returns and potgnta
pay dividends. Sources of leverage may include loagdit facilities, warehouse lines of credit, stured
financing arrangements (including securitizaticans)l repurchase agreements, among others. We nuayeaslk
to raise additional capital through public or ptevafferings of debt or equity securities, depegdipon market
conditions. We may use repurchase agreements toraagrtain assets, including our internally depeld
MBS, until we can securitize the assets. Becaysgrcbase agreements are short-term borrowing,alpiwith
30- to 90-day terms although some may have ternte 864 days, they are more subject to volatilitynterest
rates and lenders willingness to extend such bangmsv We currently do not expect a majority of barrowings
to be repurchase agreements or other short-terrowioigs. Through the use of leverage, we may aequir
positions with market exposure significantly gredten the amount of capital committed to the taatisn. We
intend to use leverage for the primary purposénaiicing acquisitions for our portfolio and not fbe purpose
of speculating on changes in interest rates. Wieatithave a targeted debt-quity ratio generally or for speci
asset classes, although we currently expect thhaleht-to-equity ratio will be within a range ofLlto 2:1. We
may, however, be limited or restricted in the amamfrleverage we may employ by the terms and prongsof
any financing or other agreements that we may émtteiin the future, and we may be subject to nraogills as
result of our financing activity. Our ability to lsieve our investment and leverage objectives wifiehd on our
ability to borrow money in sufficient amounts andfavorable terms and, as necessary, to renewptarce
borrowings as they mature.

Leverage will magnify both the gains and the lossfesur positions. Leverage will increase our retuas
long as we earn a greater return on investmenthpsed with borrowed funds than our cost of bomgveuch
funds. However, if we use leverage to acquire aetaand the value of the asset decreases, thadgveill
increase our losses. Even if the asset increasedun, if the asset fails to earn a return thaiéxjor exceeds
our cost of borrowing, the leverage will decreasereturns.

We may be required to post large amounts of casoléteral or margin to secure our repurchase
commitments. In the event of a sudden, precipitrop in value of our financed assets, we mightaeoable to
liquidate assets quickly enough to repay our boimgg; further magnifying losses. Even a small deseean the
value of a leveraged asset may require us to plasti@enal margin or cash collateral. This
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may decrease the cash available to us for distoibsito stockholders, which could adversely affeetprice of
our common stock. In addition, our debt servicenpants will reduce cash flow available for distribatto
stockholders. We may not be able to meet our dabtee obligations. To the extent that we cannogtnogr
debt service obligations, we risk the loss of samall of our assets to sale to satisfy our delipations.

To the extent we are compelled to liquidate qualifyreal estate assets to repay debts, our conegliaith
the REIT rules regarding our assets and our sowfd@some could be negatively affected, which doul
jeopardize our ability to qualify and maintain quralification as a REIT. Failing to qualify as alREvould
cause us to be subject to U.S. federal incomeatagt &ny applicable state and local taxes) on aliofincome
and decrease profitability and cash available fstridutions to stockholders.

We may not be able to achieve our optimal leveragéarget leverage ratios

We use leverage as a strategy to increase thetetaur investors. However, we may not be able to
achieve our desired leverage for any of the folfmyieasons:

» we determine that the leverage would expose egdtessive risk;
« ourlenders do not make funding available tatacceptable rates or on acceptable terms; and
* ourlenders require that we provide additiorddlateral to cover our borrowings.

In addition, if we exceed our target leverage mtthe potential adverse impact on our financialdéion
and results of operation described above may bdifeadp

Non-recourse lonrterm financing structures such as securitizationgpmse us to risks that could result
losses to us.

We have used and intend to continue to use semti@th and other non-recourse long-term financorg f
our investments if, and to the extent, availabiesuch structures, lenders typically have onlyaentlagainst the
assets included in the securitizations rather thganeral claim against the owner-entity. Pricgdoh such
financing, we may seek to finance our investmeritis relatively short-term facilities until a suffent portfolio
is accumulated. As a result, we would be subjetitieaisk that we would not be able to acquirejrduthe
period that any shoterm facilities are available, sufficient eligitdesets or securities to maximize the efficie
of a securitization.

We also bear the risk that we may not be able taiolmew shorterm facilities or may not be able to ren
any short-term facilities after they expire showie need more time to seek and acquire sufficiegitodd assets
or securities for a securitization. In additionndiions in the capital markets may make the issead any such
securitization less attractive to us even when waale sufficient eligible assets or securitiesilgve retain
and expect to retain the unrated equity compornesgauritizations and, therefore, still have expego any
investments included in such securitizations, oability to enter into such securitizations mayr@ase our
overall exposure to risks associated with direatenship of such investments, including the risklefault.
Additionally, the securitization of our portfolimald magnify our exposure to losses because anyyeagterest
we retain in the issuing entity would be subordirtatthe notes issued to investors and we wouddetbre,
absorb all of the losses sustained with respegtsecuritized pool of assets before the ownerseohbtes
experience any losses. An inability to securitime mortfolio may adversely affect our performanaoe aur
ability to grow our business.

Our inability to refinance any short-term facilgieould also increase our risk because borrowings
thereunder would likely be recourse to us as aityetitwe are unable to obtain and renew shontéacilities
or to consummate securitizations to finance ouestments on a long-term basis, we may be requiredek
other forms of potentially less attractive finargior to liquidate assets at an inopportune timerioe.

Our failure to comply with covenants contained img debt agreement, including as a result of eveléyond
our control, could result in an event of default & could materially and adversely affect our opdrag results
and our financial condition.

We may enter into debt facilities that will require to comply with various operational, reportimgl ather
covenants that limit us from engaging in certajpety of transactions. If there were an event of
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default under our debt facilities that was not duve waived, the holders of the defaulted debtdcaluse all
amounts outstanding with respect to that debt tinpeediately due and payable. We cannot assuréhaiiour
assets or cash flow would be sufficient to fullpag borrowings under our outstanding debt instrus)ezither
upon maturity or if accelerated, upon an eventedadilt, or that we would be able to refinance striesture the
payments on those debt instruments.

Hedging against interest rate changes and othekasnay materially adversely affect our businessaficial
condition and results of operations and our ability make distributions to our stockholders.

Subject to qualifying and maintaining our qualifica as a REIT and exemption from registration urite
Investment Company Act, we may pursue various mgpgirategies to seek to reduce our exposure tersev
changes in interest rates. Our hedging activityld/@ary in scope based on the level and volatditynterest
rates, the types of liabilities and assets heldathdr changing market conditions. Interest ratigiveg may fail
to protect or could adversely affect us becausengnother things:

* interest rate hedging can be expensive, paatityutluring periods of rising and volatile interestes;

« available interest rate hedges may not corrasplmectly with the interest rate risk for which
protection is sought;

» the duration of the hedge may not match thetshmaf the related assets or liabilities being detf

» tothe extent hedging transactions do not satieftain provisions of the Code or are not madeuth
a TRS, the amount of income that a REIT may eamm fnedging transactions to offset interest rate
losses is limited by the Code provisions govermigTs;

» the value of derivatives used for hedging isiatid from time to time in accordance with accawmti
rules to reflect changes in fair value; and dowrmhajustments, or “mark-to-market losses,” would
reduce our stockholders’ equity;

« the credit quality of the hedging counterpantyirgy money on the hedge may be downgraded to such
an extent that it impairs our ability to sell osis our side of the hedging transaction; and

» the hedging counterparty owing money in the lregltransaction may default on its obligation ty pa

Our hedging transactions, which would be intendelitit losses, may actually adversely affect our
earnings, which could reduce our cash availabldiftribution to our stockholders.

Our use of certain hedging techniques may exposeaisounterparty risks

If an interest rate swap counterparty cannot perfonder the terms of the interest rate swap, we moay
receive payments due under that swap, and thusjaydose any unrealized gain associated with ttezest rat:
swap. The hedged liability could cease to be hedlgatie interest rate swap. Additionally, we magoaiisk the
loss of any collateral we have pledged to securebligations under the interest rate swap if thenterparty
becomes insolvent or files for bankruptcy. If we aequired to sell our derivatives under theseuonstances, w
may incur losses. Similarly, if an interest ratp caunterparty fails to perform under the termghefinterest raf
cap agreement, in addition to not receiving paysidot under that agreement that would off-setrerést
expense, we could also incur a loss for all remgininamortized premium paid for that agreement.

Hedging instruments and other derivatives may niotsome cases, be traded on regulated exchangemay
not be guaranteed or regulated by any U.S. or fgreigovernmental authorities and involve risks andsts
that could result in material losses.

Hedging instruments and other derivatives involsk because they may not, in some cases, be taded
regulated exchanges and may not be guaranteedulared by any U.S. or foreign governmental authesi
Not all of the instruments that we will use will brecuted on a regulated exchange. To the extahivih ente
into any over-the-counter instruments that areregtired to be, or accepted for,
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clearing, we may be subject to counterparty rigks.are not restricted from dealing with any paftcu
counterparty or from concentrating any or all of treansactions with one counterparty. Furthermoue,
Manager has only a limited internal credit functtorevaluate the creditworthiness of its counteipsrmainly
relying on its experience with such counterpardied their general reputation as participants ise¢hearkets.
The business failure of a hedging counterparty witiom we enter into a hedging transaction will mibstly
result in a default under the hedging agreemerfaudeby a party with whom we enter into a hedging
transaction may result in losses and may force us-tnitiate similar hedges with other counterigsrat the
then-prevailing market levels. Generally we wilkkdo reserve the right to terminate our hedgiaggactions
upon a counterparty’s insolvency, but absent anah@solvency, we may not be able to terminatedging
transaction without the consent of the hedging tenparty, and we may not be able to assign or wotlser
dispose of a hedging transaction to another copatgr without the consent of both the original Hadg
counterparty and the potential assignee. If weiteate a hedging transaction, we may not be abémter into a
replacement contract in order to cover our riskeréhcan be no assurance that a liquid secondakeimaill
exist for hedging instruments purchased or sold,tharefore we may be required to maintain any imedg
position until exercise or expiration, which couaféterially adversely affect our business, financ@idition anc
results of operations.

Changes in regulations relating to swaps activitiesy cause us to limit our swaps activity or sultjas to
additional disclosure, recordkeeping, and other tegtory requirements.

The enforceability of agreements underlying hedgiagsactions may depend on compliance with
applicable statutory and commodity and other regajaequirements and, depending on the identithef
counterparty, applicable international requiremeNtsw regulations have been promulgated by U.S fardgn
regulators to strengthen oversight of derivativeti@acts. Any actions taken by regulators could trairs our
strategy and could increase our costs, either aflwtould materially and adversely affect our bass) financie
condition and results of operations and our abibtynake distributions to our stockholders. In igattr, the
Dodd-Frank Act requires most derivatives to be atext on a regulated market and cleared througintaate
counterparty, which may result in increased margguirements and costs. On December 7, 2012, tR€CF
issued a No-Action Letter that provides mortgagdTREelief from such registration, or No-Action text, as a
commodity pool to the extent that they meet certainditions and submit a claim indicating that tkey rely
on such relief. We believe we meet the conditigidarth in the No-Action Letter and we have rel@dthis no-
action relief from commodity pool registration. Hever, if in the future we do not meet the condgiset forth
in the No-Action Letter or the relief provided byetNo-Action Letter becomes unavailable for anyeotieason,
we may need to seek to obtain another exemption fegistration.

Risks Related to Regulatory and Legislative Action

We operate in a highly regulated industry and camially changing U.S. federal, state and local laasd
regulation could materially adversely affect our bimess, financial condition and results of operati® and
our ability to pay dividends to our stockholders.

The residential mortgage industry is highly regedatWe and our Manager are required to comply aith
wide array of U.S. federal, state and local law agulations that regulate, among other thingsptanner in
which each of us conducts our businesses. Theséatems directly impact our business and requinestant
compliance, monitoring and internal and externalitsuA material failure to comply with any of thkeelaws or
regulations could subject us and our Manager taUéw or governmental actions and damage our réputa
which could materially adversely affect our bussydsancial condition and results of operations.

U.S. federal, state and local governments haventiggeroposed or enacted numerous new laws, régok
and rules related to mortgage loans, includingisiexy and collection of mortgage loans. Laws, ragjohs,
rules and judicial and administrative decisiongatiaty to mortgage loans include those pertainingab estate
settlement procedures, equal credit opportunify Jéading, fair credit reporting, truth in lendinfair debt
collection practices, service members protectioasjpliance with net worth and financial statemesiivetry
requirements, compliance with U.S. federal andesdéclosure and licensing requirements, the @stabent of
maximum interest rates, finance charges and otieges, qualified
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mortgages, secured transactions, payment processiagw, loss mitigation, collection, foreclosure,
repossession and claims-handling procedures, &ed tvade practices and privacy regulations progdor the
use and safeguarding of non-public personal fir@meformation of borrowers. Our service providensjuding
the Servicer and outside foreclosure counsel retkio process foreclosures, must also comply wihymof
these legal requirements.

In particular, the Dodd-Frank Act represents a cahensive overhaul of the financial services inguist
the United States and includes, among other tHipdise creation of a Financial Stability Oversignuncil to
identify emerging systemic risks posed by finanfirahs, activities and practices, and to improveperation
among U.S. federal agencies, (ii) the creatiomef@FPB, authorized to promulgate and enforce ¢coasu
protection regulations relating to financial protiuand services, including mortgage lending andiceg, and
to exercise supervisory authority over participantsiortgage lending and mortgage servicing, (i@
establishment of strengthened capital and prudestiadards for banks and bank holding compani@gs, (
enhanced regulation of financial markets, including derivatives and securitization markets, and (v
amendments to the Truth in Lending Act, or TILAdahe Real Estate Settlement Procedures Act, oiPRES
aimed at improving consumer protections with respemortgage originations and mortgage servicing,
including disclosures, originator compensation,imirm repayment standards, prepayment considerations
appraisals and loss mitigation and other servioaggiirements.

In addition, although we do not intend to acquirB3/in which the underlying mortgage loans are
guaranteed or insured by any GSE or U.S. Goverrahagency, actions taken by or proposed to be thien
among others, FHFA, the U.S. Treasury, the Fed®deakrve Board or other U.S. governmental agentésate
intended to regulate the origination, underwritingdelines, servicing guidelines, servicing compgios and
other aspects of mortgage loans guaranteed by $tes @r U.S. governmental agencies (known as “Agency
RMBS") can have indirect and sometimes direct effectsusrbosiness and business model, results of opes
and liquidity. For example, loan originators andvgers, investors and other participants in thetgege
securities markets may use regulatory guidelineshded for Agency RMBS as guidelines or operating
procedures in respect of non-Agency RMBS. In addjtthanges in underwriting guidelines for AgendyB5
generally affect the supply of similar or compleitaen non-Agency RMBS.

Our or our Manager's failure to comply or cause$leevicer to comply with these laws, regulationd an
rules may result in reduced payments by borrowedlification of the original terms of mortgage lsan
permanent forgiveness of debt, delays in the foseck process, increased servicing advances tilitiga
enforcement actions, and repurchase and indemtificabligations.

We expect that legislative and regulatory chang#santinue in the foreseeable future, which may
increase our operating expenses, either to comipyapplicable law, to deal with regulatory exantioas or
investigations, or to satisfy our lenders and itwessthat we are in compliance with those lawsul&ipns and
rules that are applicable to our business. Anyeéé new, or changes in, laws, regulations or ndakl
adversely affect our business, financial conditiod results of operations.

We may be unable to operate within the parametéat allow us to be excluded from regulation as
commodity pool operator, which would subject usaiditional regulation and compliance requirementsnd
could materially adversely affect our business diivtancial condition.

Recently adopted rules under the Dodd-Frank Aettdish a comprehensive new regulatory framework for
derivative contracts commonly referred to as “swalgader the Dodd-Frank Act, any investment fundtth
trades in swaps may be considered a “commodity,’patlich would cause its operators to be regulaed
“commaodity pool operator,br CPO. In December 2012, the Commodity FuturediigpgCommission issued t
No-Action Letter, giving relief to operators of moaige REITs from the requirement to register as a.GRPO
order to qualify, we must, among other non-openrataguirements: (1) limit our initial margin andepriums
required to establish our swap or futures positionso more than 5% of the fair market value of ttal assets;
and (2) limit our net income derived annually froor swaps and futures positions that are not “fiat
hedging transactions” to less than
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5% of our gross income. The need to operate witiése parameters could limit the use of swaps yelsv
the level that we would otherwise consider optinrainay lead to the registration of our companywr o
directors as commodity pool operators, which wilhjgct us to additional regulatory oversight, caenpte and
costs.

Certain jurisdictions require licenses to purchadeold, enforce or sell residential mortgage loars.the event
that any such licensing requirement is applicablacawe are not able to obtain such licenses in adlgn
manner or at all, our ability to implement our buséss strategy could be adversely affected, whiakiadto
materially and adversely affect us.

Certain jurisdictions require a license to purchasdd, enforce or sell residential mortgage loaks.
currently do not hold any such licenses, and tieen® assurance that we will be able to obtain tbenif
obtained, that we will be able to maintain themcomnection with these licenses we would be redutive
comply with various information reporting and othegulatory requirements to maintain those licenaed
there is no assurance that we will be able tofgati®se requirements on an ongoing basis. Owiriaiio obtain
or maintain such licenses or our inability to enitéo another regulatorgempliant structure, such as establis|
a trust with a federally chartered bank as trusigmirchase and hold the residential mortgage |camsgd
restrict our ability to invest in loans in theseigdictions if such licensing requirements are agaille. In lieu of
obtaining such licenses, we may contribute our medue-performing, sub-performing and non-perfaorgni
residential mortgage loans to one or more whollypeavtrusts whose trustee is a national bank, winia be
exempt from state licensing requirements, or thlersef such loans may continue to hold the loamor behal
until we obtain the applicable state license. ¢fuieed, we will form one or more subsidiaries thdt apply for
necessary state licenses. If these subsidiariesnathie required licenses, any trust holding Idartee applicabl
jurisdictions may transfer such loans to such sliases, resulting in these loans being held btat-licensed
entity. There can be no assurance that we willdbe @ obtain the requisite licenses in a timelynnex or at all
or in all necessary jurisdictions, or that the ofthe trusts will reduce the requirement for lisiery, any of
which could limit our ability to invest in residéait mortgage loans. Our failure to obtain and maimtequired
licenses may expose us to penalties or other clamdsnay affect our ability to acquire an adeqaatd
desirable supply of mortgage loans to conduct eautization program and, as a result, could ham
business.

We could be subject to liability for potential vations of predatory lending laws, which could maitty
adversely affect our business, financial conditiamd results of operations and our ability to make
distributions to our stockholders.

Residential mortgage loan originators and serviaeggequired to comply with various U.S. fedestdte
and local laws and regulations, including anti-pitedy lending laws and laws and regulations imppsiertain
restrictions on requirements on “high cost” lodrailure of our Manager or service providers to clymyith
these laws could subject us, as an assignee dngaecof the related residential mortgage loansydoetary
penalties and could result in impairment in thditytio foreclose such loans or the borrowers medicig the
affected residential mortgage loans. Lawsuits lmseen brought in various states making claims agains
assignees or purchasers of high cost loans foatidols of state law. Named defendants in thesesdenee
included numerous participants within the secondaoytgage market. If the loans are found to hawenbe
originated in violation of predatory or abusivedarg laws, we could incur losses, which could miatigr
adversely affect our business, financial conditiod results of operations and our ability to makéridutions tc
our stockholders.

Risks Related to Our Management and Our Relationsipi with Our Manager, the Servicer and Asper

We have conflicts of interest with our Manager, ti8ervicer and Aspen, and certain members of our tebaf
directors, as well as our management team, havecauld have in the future, conflicts of interest duo their
respective relationships with these entities, andts conflicts could be resolved in a manner advetseus.

Conflicts between us and our ManageiOur Manager manages our business, investméavitias and
affairs pursuant to the management agreement.agineement was not negotiated at arm’s-length and,
accordingly, could contain terms, including theibad calculation of the amount of the fees payableur
Manager, that are less favorable to us than simmgaeements negotiated with unaffiliated third ipart
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Furthermore, the calculation of our Manager’s inis@nfee is based on the dividends declared byboard of
directors. In evaluating investments and other ganeent strategies, the opportunity to earn incentiv
compensation may lead our Manager to place undypdasis on the maximization of dividends at the eazpe
other criteria, such as preservation of capitagroter to achieve higher incentive compensatiovestments wit
higher yield potential are generally riskier or mepeculative. This could result in increased tasthe value of
our investment portfolio.

As an externally managed REIT, we have no manageoneamployees and are entirely managed by our
Manager, which negotiates all our agreements aats$ aéth all our contractual counterparties on loeialf. Fot
example, our Manager acts for us in connection thi¢hservicing agreement, including monitoring the
performance of Gregory under the agreement ancisikey any available rights or remedies on our Bear
Manager and Gregory are affiliates. Each of ouicef§ is an officer of our Manager or the Servicer.

Conflicts between us and the ServicelThe servicing agreement was also not negotattedms’-length
and could contain terms that are less favorabiestinan similar agreements negotiated with unafét third
parties. In addition, the Servicer is generally mathibited from providing similar services to atlwevners of
mortgage loans and real estate assets, includigy affiliates of Aspen.

Conflicts presented by our acquisition of our @ifportfolio through acquisition of assets of Lettl
Ajax II.  In July 2014, we acquired our initial portfobbd mortgage-related assets by acquiring 82% of the
limited liability company interests of Little Ajalk from the REIT Institutional Investors and theffiliates. In
September, we acquired the remaining interestsisnnitial mortgage-related asset portfolio frotttle Ajax Il
and from Gregory. While we believe that the purehaisce for these assets was substantially equalmo rata
basis to the original purchase prices paid byd.i#ax 1l and Gregory for their portions of the etss the
transactions were not negotiated at arlesth and could contain terms less favorable tthas terms of simil:
agreements negotiated with unaffiliated third gertiFor additional information, see “Structure &ondmation
Transactions” and “Management’s Discussion and ysislof Financial Condition and Results of Operragio-
Liquidity and Capital Resources.” In addition, prio any securitization of our assets, Gregory astthe holder
of record for mortgage loans in states in whichhegiwe nor our subsidiaries can own the assetsttiir
because we do not have the necessary licensest W subsidiaries hold 95% participation interésthose
loans and when we acquire such loans to secutiteza we expect to acquire the entirety of suchdarhe
same purchase price as Gregory initially acquiterth doans. For additional information, see “Busge®©ur
Portfolio.”

Particular risks associated with our license foethame “Great Ajax.” If the management agreement
expires or is terminated for any reason, the tradkricense agreement pursuant to which we licémsenark
“Great Ajax” from Aspen will also terminate withB0O days. Upon any such termination, we would beired
to cease doing business using the name “Great Ajad"would have to change our corporate name,djoth
which could have a material adverse effect uporbogimess. All goodwill associated with our us¢hef mark
“Great Ajax” is not our asset and such goodwillmatrbe transferred by us to a third party. In addjtwe need
to obtain the consent of Aspen before we are pardib register the licensed mark in any jurisdictin the
world. Failure to obtain such consent could haweaterial adverse effect on us, including our aptlit expand
our business into new jurisdictions.

Our Management team may engage in other activdiesmay have interests that conflict with our©ur
Manager and members of its management team magemgany other business or render similar or diffie
services to others including, without limitatiohetdirect or indirect sponsorship or managementtadr
investment-based accounts or commingled poolspifalaso long as its services to us are not ingabihereby;
provided that it may not engage in any such busioneprovide such services to any other entity ithagsts in
the asset classes in which we intend to investisp &s we have on hand an averag&28 million in capital
available for investment over the previous twodlsguarters or our independent directors deterithiaewe hav
the ability to raise capital at or above our mesent book value. If this occurs, our Manager omimers of its
management team may devote a disproportionate ambtime and other resources to acquire or manage
properties owned by others. In addition, Aspendgeed, for itself and its subsidiaries, includ@ggory, to
similar restrictions on their ability to competethivus. We will seek to manage any potential cotsflibrough
provisions of our agreements with
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them and through oversight by independent membesardooard of directors or general dispute resotut
methods. However, there can be no assurance ttlanseasures will be effective, that we will be ableesolve
all conflicts with our Manager, Gregory and Asperthat the resolution of any such conflicts will bhe less
favorable to us than if we were dealing with urifed third parties.

We own a 19.8% equity interest in our Manager tghotihetis TRS. The Flexpoint REIT Investor and the
Wellington Institutional Investor own 15.5% and 3%, respectively, of our outstanding common stock
(assuming redemption of outstanding OP Units off@-1L basis into shares of our common stock), andomith
11.3% and 14.2%, respectively, of our outstandomgmon stock upon the closing of this offering (ass1y
redemption of all outstanding OP Units on a 1-fdrakis into shares of our common stock, no exeofitiee
underwriters’ over-allotment option and no purchakshares in this offering). In addition, they le@wn
26.73% of our Manager, and 9.8% of GA-FS. Mr. Mdsolen controls 50% of the manager of Aspen, wtsch i
the direct parent of our Manager and GA-FS, andchéasin economic and/or management rights witheetsto
7.8% of the interests in Aspen. Furthermore, edacupexecutive officers is an executive officeroafr Manage
or the Servicer and has interests in our relatignsfth them that may be different from the intesesf our
stockholders. In particular, these individuals,eotthan the chief financial officer, have a dinetérest in the
financial success of our Manager or the Servichiclvmay encourage these individuals to suppaateggies in
furtherance of their financial success that adgsiéect us. Such ownership creates conflictatdriest when
such directors or members of our management tearfaeed with decisions that involve us and our M@na
Gregory, Aspen or any of their respective subsigaiSee “Certain Relationships and Related Party
Transactions—Agreement with Anchor Investors” aRdricipal Stockholders.”

Our board of directors has approved a very broagestment policy and guidelines for our Manager andll
not review or approve each investment decision. W&y change our investment policy and guidelinesheitit
stockholder consent, which may materially and adsely affect the market price of our common stockdaour
ability to make distributions to our stockholders.

Our Manager is authorized to follow a very broacestment policy and guidelines and, therefore gnaat
latitude in determining the types of assets thatpaoper investments for us, as well as the ind&afidhvestment
decisions. In the future, our Manager may makestments with lower rates of return than those grated
under current market conditions and/or may makestments with greater risks to achieve those patied
returns. Our board of directors will periodicalgview our investment policy and guidelines andiouestment
portfolio but will not review or approve each prged investment by our Manager unless it falls dettie
scope of our previously approved investment pddiagt guidelines or constitutes a related party &etien.

In addition, in conducting periodic reviews, oumbd of directors will rely primarily on information
provided to it by our Manager. Furthermore, our Eliger may use complex strategies. Transactionseghiieto
by our Manager may be costly, difficult or impodsito unwind by the time they are reviewed by ooaral of
directors. In addition, we may change our investnpaficy and guidelines and targeted asset classasy time
without the consent of our stockholders, and tbigda result in our making investments that areedéht in type
from, and possibly riskier than, our current invesits or the investments currently contemplatedngés in
our investment policy and guidelines and targes=gtaclasses may increase our exposure to intategisk,
counterparty risk, default risk and real estatekmafluctuations, which could materially and adetysaffect us.

We depend on our Manager. We may not be able tairebur engagement of our Manager under certa
circumstances, which could materially and adversaffect us. Termination of our Manager by us withou
cause is difficult and costly and our agreementdw{regory may simultaneously terminate or be tenaied,
as applicable.

Our success depends upon our relationships withtengderformance of our Manager and its key persio
Key personnel may leave its employment or may becdistracted by financial or operational issues in
connection with their business and activities wateal to us and over which we have no control or fakyo
perform for any reason. Our Manager may engageyrother business or render similar or differemtises to
others, including, without limitation, the direatindirect sponsorship or management of other iimvest-based
accounts or commingled pools of capital, so londsaservices to us are not
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impaired thereby; provided that our Manager mayemgfage in any such business or provide such ssrtic
any other entity that invests in the asset clagsesich we intend to invest so long as we havéand an
average of$25 million in capital available for investmentemthe previous two fiscal quarters or our
independent directors determine that we have thigyatb raise capital at or above our most redembk value.
Aspen has agreed for itself and its subsidiariesrtilar restrictions. In the event our Managenes its
services to a competitor, it may be difficult fa& 1o secure a suitable replacement to our Managé&wwrable
terms, or at all or maintain our engagement ofManager. In the event that the management agredament
terminated for any reason or our Manager is unabtetain its key personnel, it may also be difi¢ar us to
secure a suitable replacement to our Manager ardhle terms, or at all. Neither we nor our Managay
terminate the management agreement during the2firstonths of its term except “for cause” as defitierein.
If we terminate the management agreement withaugecéhereafter or our Manager terminates the managte
agreement due to our default in the performanangfmaterial term of the management agreement, iivbav
required to pay a significant termination fee. dididéion, the management agreement will automagideliminate
at the same time as the servicing agreement gehdcing agreement is terminated for any readahel
management agreement expires or is earlier teredpate and Gregory have certain rights to termitiate
servicing agreement and the trademark license agmeewill automatically terminate. The occurrentamy of
the above-described events could materially anémsély affect us.

The incentive fee payable to our Manager under tim@anagement agreement will be payable quarterly leb
on the dividends declared by our board of directarsd may cause our Manager to select investmentmire
risky assets to increase its incentive compensation

Our Manager will be entitled to receive incentivenpensation based upon the dividends declared by ou
board of directors in its discretion (together vitie amount of distributions paid to holders of Qfits by our
operating partnership, other than OP Units held$gs a limited partner). In evaluating investmanis other
management strategies, the opportunity to earmtiveecompensation may lead our Manager to pladeien
emphasis on the maximization of dividends at theeese of other criteria, such as preservation ptaain
order to achieve higher incentive compensationestments with higher yield potential are genenadlkier or
more speculative. This could result in increasskl to the value of our investment portfolio.

The servicing agreement was not negotiated at ¢ -length.

Under the servicing agreement, the Servicer previgewith critically important services, includiregnong
many others, the servicing of our whole mortgaga$y including the mortgage loans underlying ourSyi®an
modification services, assisted deed-in-lieu oéfbwsure services, assisted deedidase services and other |
mitigation services with respect to our mortgagsband property management, leasing management and
renovation management services with respect toealiproperty assets and assistance in findingd farty
financing for such properties. The servicing agreeinias an initial term of 15 years. Neither wetherService
may terminate the servicing agreement without causig the first 24 months of its term. Followisgch 24-
month period, we may not terminate the servicingament except for cause or if we terminate theagement
agreement for cause. Following such 24-month petiaE Servicer may terminate the servicing agreémen
without cause by providing written notice to uslai@r than 180 days prior to December 31 of any, e the
servicing agreement will terminate effective on recember 31 next following the delivery of suchice The
servicing agreement also provides that the Servitgr terminate the agreement within 180 days adiegiving
notice that the management agreement has termjnaitbdut any termination payment by us if the ngeraen
agreement has been terminated for cause. If thageament agreement has been terminated other thaause
and the Servicer terminates the servicing agreementvill be required to pay a significant termioatfee. The
management agreement will automatically terminateeasame time as the servicing agreement ifehgcng
agreement is terminated for any reason. Upon amyitiation of the servicing agreement, it may béidift for
us to secure suitable replacements or we may satteraative servicers with less effective senggmatforms
or at greater expense. In addition, the Servicemueliability to us for its negligence in perfomgiservices for
us under the servicing agreement, unless thatgesgle rises to the level of gross negligence dfulil
misconduct. The material terms of the servicingeagrent are further described in
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“Certain Relationships and Related Party TransastieGregory Servicing Agreement.” The servicing
agreement was not negotiated at arms’-length; daugly, it may contain terms that are less favagablus than
agreements negotiated with one or more unaffilitited parties might contain.

Failure of Gregory to effectively perform its obkgions under the servicing agreement could matelsiaand
adversely affect us.

We are contractually obligated to service the sl mortgage loans that we acquire and we nestate
or provide for the operation of the real estatesae will own. We do not have any employeesraaag
platform, licenses or technical resources necegeagrvice our acquired loans. Consequently, we lkeagaged
Gregory to service our mortgage loans and othérexate assets. If for any reason Gregory is @abbervice
these loans or real estate assets at the levalrahé/cost that we anticipate, or if we fail toyfaregory or
otherwise default under the servicing agreement,Gregory ceases to act as our servicer, alteseatece
providers may not be readily available on favordbtens, or at all, which could adversely affect Blanager’s
performance under the management agreement afmlisimess and results of operations. Gregory’sraiio
perform the services under the servicing agreementd have a material adverse effect on us.

Our Manager has a contractually defined duty to tether than a fiduciary duty

Under the management agreement, our Manager lagractual, as opposed to a fiduciary, relationship
with us that limits its obligations to us to thageecifically set forth in the management agreeniém. ability of
our Manager and its officers and employees to emgagther business activities may reduce the tirspends
managing us. In addition, unlike the relationshihave with our directors, there is no statutoapdard of
conduct under the Maryland General Corporation Eavofficers of a Maryland corporation. Officers af
Maryland corporation, including our officers wha@amployees of our Manager, are subject to geagmicy
principles including the exercise of reasonable eand skill in the performance of their respongibs as well a
the duties of loyalty, good faith and candid disci.

Risks Related to Our Organizational Structure

Maintenance of our exclusion from regulation as anvestment company under the Investment Company
imposes significant limitations on our operations.

We intend to continue to conduct our operationthabneither we nor any of our subsidiaries is meglto
register as an investment company under the Inwsdt@ompany Act. We are organized as a holding emwyp
and we conduct our business primarily through wholined subsidiaries of our operating partnerdigither
we nor our operating partnership nor Great Ajaxdtog is an investment company under Section 3(E3{1)
The securities issued by our subsidiaries thaeackided from the definition dfinvestment company” under
Section 3(c)(1) or Section 3(c)(7) of the Investim@ampany Act, together with other investment sitiesrwe
may own, cannot exceed 40% of the value of allamsets (excluding U.S. government securities asl) cm a
unconsolidated basis. This requirement limits ype$ of businesses in which we may engage andstetsawe
may hold. Our 19.8% equity interest in our Managéreld by Thetis TRS, which is a special purpagesgliary
of our operating partnership, and Thetis TRS myar Section 3(c)(1) or Section 3(c)(7) for itv&stment
Company Act exclusion and, therefore, our inteiresuich subsidiary would constitute an “investrsetturity”
for purposes of determining whether we pass the #3¥{see “Business—Operating and Regulatory tiree-
Investment Company Act Exclusion” for additionalarmation regarding the 40% test).

In connection with the Section 3(a)(1)(C) analy#ig, determination of whether an entity is a majeri
owned subsidiary of our company is made by us.Ifiiestment Company Act defines a majority-owned
subsidiary of a person as a company 50% or motteeobutstanding voting securities of which are cavhg
such person, or by another company which is a riygjowned subsidiary of such person. The Investment
Company Act further defines voting security as aagurity presently entitling the owner or holdesrdof to
vote for the election of directors of a company. Wéat companies in which we own at least a majafithe
outstanding voting securities as majority-ownedsglibries. We also treat the securitization trastsnajority-
owned subsidiaries of Great Ajax Funding even tihoogne of the
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securities issued by such trusts that are heldrieat@\jax Funding meets the definition of votingseéties
under the Investment Company Act. We reached aoclasion in reliance on an opinion of counsel that
Trust Certificates issued by each securitizatiosttare the functional equivalent of voting sedesitind that, in
any event, each securitization trust should beidensd to be a majority-owned subsidiary of GregixA
Funding. We have not asked the SEC staff for carage of our analysis, our treatment of such stesras
voting securities, or whether the securitizatiarsts, or any other of our subsidiaries, may beetka the
manner in which we intend, and it is possible thatSEC staff could disagree with any of our debeations. If
the SEC staff were to disagree with our treatménne or more companies as majority-owned subsétiawe
would need to adjust our strategy and our assetg sfich adjustment in our strategy could have &zt
adverse effect on us.

Certain of our subsidiaries may rely on the exdngrovided by Section 3(c)(5)(C) under the Investn
Company Act. Section 3(c)(5)(C) of the Investmeantr@any Act is designed for entities “primarily eggd in
the business of purchasing or otherwise acquiringgages and other liens on and interests in statee” This
exclusion generally requires that at least 55%eféntity’s assets on an unconsolidated basis stoofsi
qualifying real estate assets and at least 80%eoéntity’s assets consist of qualifying real estetsets or real
estate-related assets. These requirements limasthets those subsidiaries can own and the tinfisgles and
purchases of those assets.

To classify the assets held by our subsidiariegiagifying real estate assets or real estate-cbdsets, we
will rely on no-action letters and other guidanciblshed by the SEC staff regarding those kindssskts, as
well as upon our analyses (in consultation witrsiwlé counsel) of guidance published with respecther type:
of assets. There can be no assurance that thatavuegulations governing the Investment Compartysfstus
of companies similar to ours, or the guidance fthe@SEC or its staff regarding the treatment ogtssas
qualifying real estate assets or real estate-bkdsets, will not change in a manner that advweedtdcts our
operations. In fact, in August 2011, the SEC puigiisa concept release in which it asked for comsnemthis
exclusion from regulation. To the extent that tlieCSstaff provides more specific guidance regarding of the
matters bearing upon our exemption from the needdister under the Investment Company Act, we bey
required to adjust our strategy accordingly. Angiidnal guidance from the SEC staff could furtheribit our
ability to pursue the strategies that we have almdsSerthermore, although we intend to monitor tbsets of our
subsidiaries regularly, there can be no assurdrateotir subsidiaries will be able to maintain theeiclusion
from registration. Any of the foregoing could reguus to adjust our strategy, which could limit ability to
make certain investments or require us to selltasse manner, at a price or at a time that werstlse would
not have chosen. This could negatively affect e of our common stock, the sustainability of business
model and our ability to make distributions.

Registration under the Investment Company Act woetglire us to comply with a variety of substantive
requirements that impose, among other things:

» limitations on capital structure;

»  restrictions on specified investments;

»  restrictions on leverage or senior securities;
e restrictions on unsecured borrowings;

»  prohibitions on transactions with affiliates;dan

« compliance with reporting, record keeping, votipxy disclosure and other rules and regulatioat
would significantly increase our operating expenses

If we were required to register as an investmentmany but failed to do so, we could be prohibitexirf
engaging in our business, and criminal and cidiloas could be brought against us.

Registration with the SEC as an investment companyld be costly, would subject us to a host of clax
regulations and would divert attention from the daet of our business, which could materially andeagely
affect us. In addition, if we purchase or sell a3l estate assets to avoid becoming an investooempany
under the Investment Company Act, our net asseeydhe amount of funds available for investmert @ur
ability to pay distributions to our stockholdersuttbbe materially adversely affected.
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The ownership limit in our charter may discouragetakeover or business combination that may hs
benefited our stockholders.

To assist us in qualifying as a REIT, among othappses, our charter generally limits the bendfimia
constructive ownership of our (a2) common stock wy jperson to no more than 9.8% in value or in nunobe
shares, whichever is more restrictive, of the aggpe= of the outstanding shares of our common sio¢k)
capital stock by any person to no more than 9.8%alne or in number of shares, whichever is mostriive,
of the aggregate of the outstanding shares of apital stock. We have waived these ownership limits
certain extent, for the REIT Institutional Invest@nd certain other investors as described undesciption of
Our Capital Stock—Restricting Transfer Ownershifhis and other restrictions on ownership and tiemsf
our shares of stock contained in our charter magatdirage a change of control of us and may detériduals
or entities from making tender offers for our coomstock on terms that might be financially attraetio you o
which may cause a change in our management. i@t deterring potential transactions that may b
favorable to our stockholders, these provisions alag decrease your ability to sell our commonistoc

Our stockholder’ ability to control our operations is limitec

Our board of directors approves our major strategieluding our strategies regarding investments,
financing, growth, debt capitalization, REIT quiition and distributions. Our board of directorgynamend or
revise these and other strategies without a voteiogtockholders. Following completion of thiseafhg the
REIT Institutional Investors will continue to owrsagnificant portion of our common stock, will conde to
have significant influence over us, and may havdlimts of interest with us or you now or in thette.

Certain provisions of Maryland law could inhibit ahange in our control.

Certain provisions of the Maryland General Corporat.aw, or the MGCL, may have the effect of
inhibiting a third party from making a proposalaoquire us or impeding a change of control under
circumstances that otherwise could provide ourldtoltiers with the opportunity to realize a premiowver the
then-prevailing market price of our common stockjuding:

*  ‘“business combination” provisions that, subjedimitations, prohibit certain business combioat
between us and an “interested stockholder” (defgeterally as any person who beneficially owns
10% or more of the voting power of our outstandinting stock or an affiliate or associate of ours
who, at any time within the two-year period immeelia prior to the date in question, was the
beneficial owner of 10% or more of the voting powépur then-outstanding stock) or an affiliate of
an interested stockholder for five years afterttwest recent date on which the stockholder became an
interested stockholder, and thereafter requireswaermajority stockholder votes to approve any such
combination; and

»  “control share” provisions that provide that@der of our “control sharestéfined as voting shares
stock which, when aggregated with all other shafesock owned by the acquiror or in respect of
which the acquiror is able to exercise or direeteercise of voting power (except solely by virtdie
a revocable proxy), entitle the acquiror to exerciee of three increasing ranges of voting power in
electing directors) acquired in a “control sharguasition” (defined as the direct or indirect acquisit
of ownership or control of issued and outstandicgntrol shares,” subject to certain exceptions)
generally has no voting rights with respect todbetrol shares except to the extent approved by our
stockholders by the affirmative vote of two-thimfsall the votes entitled to be cast on the matter,
excluding all interested shares.

We elected to opt-out of these provisions of the@®IGin the case of the business combination promsi
by resolution of our board of directors exempting ausiness combination between us and any othisope
(provided that such business combination is fipgiraved by our board of directors, including a migjoof our
directors who are not affiliates or associatesushgerson), and in the case of the control shanégions,
pursuant to a provision in our bylaws. We may ritleack in to either of these provisions withowt #pproval
of the holders of a majority of our shares of comratock.

48




TABLE OF CONTENTS

Our authorized but unissued common and preferredat may prevent a change in control of the compa

Our charter authorizes us to issue additional ai#bd but unissued common stock and preferred stock
without stockholder approval. In addition, our lbaf directors may, without stockholder approvalatmend
our charter to increase or decrease the aggregatber of our shares of stock or the number of shafrany
class or series of stock that we have authoritgsoe, (ii) classify or reclassify any unissued owon stock or
preferred stock and set the preferences, rightotrat terms of the classified or reclassified ebaAs a result,
among other things, our board may establish a dassries of common stock or preferred stock ¢oatd delay
or prevent a transaction or a change in contrthefcompany that might involve a premium pricedor
common stock or otherwise be in the best inteefstair stockholders.

Our rights and the rights of our stockholders toka action against our directors and officers arenlited,
which could limit your recourse in the event of &ohs not in your best interest.

Our charter limits the liability of our present aisdmer directors and officers to us and our stobttérs for
money damages to the maximum extent permitted uddeyland law. Under current Maryland law, our pmeis
and former directors and officers will not have diapility to us or our stockholders for money dayaa other
than liability resulting from:

» actual receipt of an improper benefit or profimoney, property or services; or

» active and deliberate dishonesty by the direstafficer that was established by a final judgtreamd
is material to the cause of action.

In addition, our charter authorizes us to indemoify present and former directors and officersafiions
taken by them in those and other capacities torigemum extent permitted by Maryland law and ouaims
require us to indemnify our present and formeradoes and officers, to the maximum extent permitigd
Maryland law, in the defense of any proceeding lictv he or she is made, or threatened to be maukatyaby
reason of his or her service to us as a directoffarer in these and other capacities. In addjtiva may be
obligated to pay or reimburse the expenses incuoyenlir present and former directors and officethout
requiring a preliminary determination of their miite entitlement to indemnification. As a resule, and our
stockholders may have more limited rights againstppesent and former directors and officers thaghim
otherwise exist absent the current provisions inobiarter and bylaws or that might exist with otbempanies,
which could limit your recourse in the event ofiaegs not in your best interests.

Our charter contains provisions that make removdlaur directors difficult, which could make it dif€ult for
our stockholders to effect changes to our managemen

Our charter provides that, except pursuant to &igpElection Meeting (see “Description of Capital
Stock—Registration Rights”), subject to the rigbt$olders of one or more classes or series obpred stock
to elect or remove one or more directors, a direti@y be removed only for “cause” (as defined in charter),
and even then only by the affirmative vote of astewo-thirds of the votes entitled to be castegalty in the
election of directors. At a Special Election Megtiour Manager, the Servicer, Aspen Yo LLC andditectors
and officers shall not vote the shares of commoaoksthey beneficially own in the election or rembef
directors. At a Special Election Meeting, a majodf the votes entitled to be cast is requirecctoave a
director. Vacancies may be filled only by a majonf the remaining directors in office, even ifdeban a
quorum, for the full term of the directorship in st the vacancy occurred (other than vacancies graag
directors elected by the holder or holders of dagscor series of preferred stock, if such riglistsx. These
requirements make it more difficult to change oanagement by removing and replacing directors aay m
prevent a change in our control that is in the bestests of our stockholders.

Our charter generally does not permit ownershipamcess of 9.8% of our common stock or of our stotlall
classes and series based on value or number of efiaand attempts to acquire our stock in excesthefstock
ownership limit will be ineffective unless an exetign is granted by our board of directors. Theseopisions
may restrict change of control or business combiiogit opportunities in which our stockholders migheceive
a premium for their shares of common stock.

We expect to qualify and will elect to be taxedhaREIT for U.S. federal income tax purposes begigni
with our taxable year ended December 31, 2014rderdor us to qualify as a REIT, for each
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taxable year beginning with the year ending Decerithe2015, no more than 50% of the value of our
outstanding shares of capital stock (after takirig account options to acquire shares of stock) lneagwned,
directly or constructively, by five or fewer indduals during the last half of any calendar yearditiduals” for
this purpose include natural persons, private fatinds, some employee benefit plans and trustssame
charitable trusts. In order to help us qualify &ET, among other purposes, our charter gendialiys the
beneficial or constructive ownership of our (a) coom stock by any person to no more than 9.8% inevat in
number of shares, whichever is more restrictivahefaggregate of the outstanding shares of ountmmnstock
or (b) capital stock by any person to no more &% in value or in number of shares, whichevendse
restrictive, of the aggregate of the outstandirayeh of our capital stock. Our board of directorsts sole and
absolute discretion, may grant an exemption tagedf these prohibitions, subject to certain ctinds and
receipt by our board of certain representationgepsants and undertakings. In connection with oivafe
Placements, our board of directors waived such limtonnection with the ownership by the REIT itgtonal
Investors and certain other investors. Our boamirettors may also from time to time increase tismership
limit for one or more persons and may increaseeorehse such limit for all other persons. Any desedn the
ownership limit generally applicable to all stocld®rs will not be effective for any person whosecpatage
ownership of our stock is in excess of such deeatasvnership limit until such time as such pers@ercentag
ownership of our stock equals or falls below suebrdased ownership limit, but any further acquisitf our
stock in excess of such decreased ownership liiberin violation of the decreased ownership tin@ur
board of directors may not increase the decreaseérmship limit (whether for one person or all stocklers) if
such increase would allow five or fewer individuéiecluding certain entities) to beneficially owrone than
49.9% in value of our outstanding capital stock.

Our charter’s constructive ownership rules are desnpnd may cause the outstanding shares of ock sto
owned by a group of related individuals or entite®e deemed to be constructively owned by oniithaal or
entity. As a result, the acquisition of less tha8?® of the outstanding shares of any class orsefieur stock
by an individual or entity could cause that indivadl or entity to own constructively in excess @&%.of the
outstanding shares of our common stock or of aaksof all classes and series and thus violateweership
limits or other restrictions on ownership and tfansf our stock. Any attempt to own or transfer stock
following the closing of this offering in excesstbe ownership limit without the consent of our fzbaf
directors or in a manner that would cause us tlosely held” under Section 856(h) of the Codetlwut
regard to whether the stock is held during theHa#ftof a taxable year) or would otherwise caus¢oufail to
qualify as a REIT will result in the stock being@matically transferred to a trustee for a chaldatust or, if thi
transfer to the charitable trust is not automalfjoafifective to prevent a violation of the stockrevship limit or
the restrictions on ownership and transfer of eoecls any such transfer of our shares will be \addnitio.
Further, any transfer of our stock that would resubur shares being beneficially owned by feviamt 100
persons will be void ab initio.

These ownership limitations could have the efféatiecouraging a takeover or other transaction fictv
holders of our shares of common stock might recaipeemium for their shares of common stock overtlien-
prevailing market price or which holders might beé to be otherwise in their best interests.

Conflicts of interest could arise in the future asresult of our structure

Conflicts of interest could arise in the futuresa®sult of the relationships between us and diliaéés, on
the one hand, and our operating partnership opartyer thereof, on the other. Our directors afiders have
duties to our company under applicable Marylandilaaonnection with their oversight of the managethw
our company. At the same time, we, through our Whmkned subsidiary, will have fiduciary duties,as
general partner, to our operating partnership arahy partners thereof under Delaware law in cotoreevith
the management of our operating partnership. Otieslas a general partner to our operating patiipeesd an
of its partners may come into conflict with theidatof our directors and officers. In the evenaabnflict
between the interests of our stockholders andntieeests of the partners of our operating partigrsie will
endeavor in good faith to resolve the conflict imanner not adverse to either our stockholderh@partners;
provided, that for so long as we own a controliimigrest in our operating partnership, any suctliobthat we,
in our sole and absolute discretion, determine albe resolved in a manner not adverse to either ou
stockholders or the partners
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of our operating partnership will be resolved iadaof our stockholders. For so long as we ownraredling
interest in our operating partnership, the limipadtnership agreement of our operating partnersgjpires us ti
resolve such conflicts in favor of our stockholders

Risks Related to This Offering

There has been no public market for our common dtqarior to this offering, and an active market irhe
shares may not develop in which investors can resat shares.

Prior to this offering there has been no publicketifor our common stock. We cannot predict theeixto
which an active market for our common stock wilvelep or be sustained after this offering, or hbe t
development of such a market might affect the ntgwkiee for our common stock. The initial publidering
price of our common stock in this offering will bgreed between us and the underwriters based omlen of
factors, including market conditions in effectla time of the offering, which may not be indicatif the price
at which our shares will trade following completiofthis offering. Investors may not be able td 8&dir shares
at or above the initial public offering price.

The market price of our common stock may fluctuagad you could lose all or part of your investme

The public offering price for our common stock viié determined by negotiations between us and
representatives of the underwriters, and may nandieative of prices that will prevail on the Néork Stock
Exchange, or the NYSE, or elsewhere following tffering. The price of our common stock may decline
following this offering. The stock market in genldnas been, and the market price of our commorkstoc
particular will likely be, subject to fluctuatiomhether due to, or irrespective of, our operateguits and
financial condition.

Our financial performance, government regulatotyoagc tax laws, interest rates and market conditiion
general could have a significant impact on therfutaarket price of our common stock. Some of thermt
factors that could negatively affect our sharegodc result in fluctuations in our share price urg:

e actual or anticipated variations in our quagtegperating results;

* increases in market interest rates that leadhasers of our common stock to demand a highed;yiel
« changes in our funds from operations or earngsgsnates;

» changes in market valuations of similar compsinie

e actions or announcements by our competitors;

» actual or perceived conflicts of interest, ag thiscontinuance of our strategic relationshipsh wur
Manager, the Servicer or Aspen;

» adverse market reaction to any increased indabtes we incur in the future;
»  additions or departures of key personnel;

» actions by stockholders;

e speculation in the press or investment community

e our intentions and ability to list our commonck on a national securities exchange and our
subsequent ability to maintain such listing;

» failure to qualify or maintain our qualificatias a REIT; and

« failure to maintain our exemption from regisiwatunder the Investment Company Act.
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Investors in this offering will suffer immediate Hition.

The initial offering price of shares of our comnsinck is higher than our pro forma net tangiblekoealue
per share will be immediately after this offeriRyrchasers of shares of our common stock in tifésing will
incur immediate dilution 0$1.66 per share from the proposed offering pric816.00 per share, the mid-point
of the price range set forth on the front coverepafithis prospectus. If the underwriters exergisell their
option to purchase 834,917 additional shares frenthe pro forma net tangible book value per shéter this
offering would be $14.38 per share, the increagkeémet tangible book value per share would b@4sper
share and the dilution in pro forma net tangiblekoealue per share to new investors purchasing comstock
in this offering would be $1.62 per share. Seeuan.”

We cannot assure you that the past experience aof management team or our Manag's management teat
will be sufficient to successfully operate our coany as a publicly traded company.

We have no operating history as a publicly tradadmgany. We cannot assure you that the past exgerien
of our management team or our Manager’'s manageteami will be sufficient to operate our company as a
publicly traded company, including timely complianwith the disclosure requirements of the SEC.dvalg
the completion of this offering, we will be requdrteo develop and implement control systems andgaiaes in
order to satisfy our periodic and current reportiaguirements under applicable SEC regulationscantply
with the NYSE listing standards, and this transitimuld place a significant strain on our Manager’'s
management systems, infrastructure and other ressuainy of which could materially adversely impaat
business, results of operations and financial ¢camdiSee “—U.S. Federal Income Tax Risks—Failore t
qualify as a REIT would subject us to U.S. fedestdfe and local income taxes, which could adveiaigbct the
value of shares of our common stock and would sunltisily reduce the cash available for distribusiém our
stockholders.”

In addition, since 2009, the management team oMamager, on behalf of Aspen Capital, has invested
residential assets, including the assets in oufgior. See “Business—The Aspen Capital Companibtarage!
Experience.” Aspen Capital’s overall portfolioslodns and properties may differ significantly froime
mortgage loans we may acquire in terms of intaass, principal balances, geographic distributigpes of
properties, lien priority, origination and undenivrg criteria, and other possibly relevant chanasties.
Furthermore, Aspen Capitalpast performance is not indicative of future ltesand its results were not achie
by a public company nor by an entity organized BREST. Aspen Capital’s results are necessarilyerdive of
particular market conditions and current and futaegket conditions and economic factors beyond
management’s control, which may cause future resalvary.

The preparation of our financial statements will wolve the use of estimates, judgments and assumptiand
our financial statements may be materially affectdduch estimates, judgments and assumptions prtavbe
inaccurate.

Financial statements prepared in accordance witARSequire the use of estimates, judgments and
assumptions that affect the reported amounts. ifteestimates, judgments and assumptions reagocakt
be used that would have a material effect on thenfiial statements, and changes in these estimadgments
and assumptions are likely to occur from periodedod in the future. Significant areas of accawmtiequiring
the application of management’s judgment include dve not limited to, determining the fair valdfeoar assets
and the timing and amount of cash flows from ogets These estimates, judgments and assumpt®ns ar
inherently uncertain and, if they prove to be wromg face the risk that charges to income will éguired. Any
such charges could significantly harm our businfaisancial condition, results of operations and phiee of our
securities. See “Management’s Discussion and Amsabfd-inancial Condition and Results of Operatidos a
discussion of the accounting estimates, judgmerdsaasumptions that we believe are the most drttican
understanding of our future plan of operations.

If we fail to establish and maintain an effectivggstem of internal controls, we may not be able &iatmine
accurately our financial results or to prevent fral

Effective internal controls are necessary for ugrtivide reliable financial reports and effectivphgvent
fraud. We may in the future discover areas of mdecontrol that need improvement, and we cannaeiain
that we will be successful in maintaining adequatetrol over our financial reporting
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and financial processes. Furthermore, as we gravbusiness, our internal controls will become mmymplex,
and we will require significantly more resource®twsure that our internal controls remain effectif/ae or our
independent auditors discover a material weaknlesglisclosure of that fact, even if quickly renestjicould
reduce the market value of our common stock. Addéily, the existence of any material weaknessgmifeccant
deficiency would require management to devote it time and incur significant expense to reratslany
such material weakness or significant deficienay m@anagement may not be able to remediate anyrsatdria
weakness or significant deficiency in a timely memror at all.

We have not established a minimum distribution pagmt level and we cannot assure you of our abilibygay
distributions in the future.

To qualify and maintain our qualification as a REIAd generally not be subject to U.S. federal ineamd
excise tax, we intend to make regular quarterlyritistions to holders of our common stock out afaily
available funds. Our current policy is to pay gedyt distributions that, on an annual basis, wdjlial all or
substantially all of our net taxable income. Weéawt, however, established a minimum distribupagment
level and our ability to pay distributions may hitversely affected by a number of factors, includimgrisk
factors described in this prospectus. All distribag will be made at the discretion of our boardlioéctors and
will depend on our earnings, our financial conditiany debt covenants, qualification and mainteearfour
REIT qualification, restrictions on making distrtilmns under Maryland law and other factors as @art of
directors may deem relevant from time to time. W&ymot be able to make distributions in the futame our
board of directors may change our distribution@oln the future. We believe that a change in amy of the
following factors, among others, could adversefgetfour results of operations and impair our &bth pay
distributions to our stockholders:

» the profitability of the assets we hold, purahas originate;

* our ability to make profitable acquisitions amiginations;

* margin calls or other expenses that reduce asin dow;

» defaults in our asset portfolio or decreasahénvalue of our portfolio; and

+ the fact that anticipated operating expenseldavay not prove accurate, as actual results may va
from estimates.

We cannot assure you that we will achieve resblswill allow us to make a specified level of cash
distributions or increases in cash distributionthim future. In addition, some of our distributionay include a
return of capital.

We may pay distributions from offering proceeds rkmwings or the sale of assets to the extent t
distributions exceed earnings or cash flow from oimvestment activities.

We may pay distributions from offering proceedsyrbaings or the sale of assets to the extent that
distributions exceed earnings or cash flow fromiauestment activities. Because our assets wilkin
primarily of re-performing, sub-performing and nperfforming mortgage loans that may not receive s
on a regular basis, we may experience uneven tashrhaking it more difficult to maintain the nesesy cash
to pay distributions. Such distributions would reelthe amount of cash we have available for inngstnd
other purposes and could be dilutive to our finahasults. In addition, funding our distributioinem our net
proceeds may constitute a return of capital toimuestors, which would have the effect of reduciagh
stockholder’s basis in its common stock.

We will incur increased costs as a result of beiagublic company

As a public company with listed equity securities, will need to comply with new laws, regulatiomsla
requirements, certain corporate governance prowsid the Sarbanes-Oxley Act of 2002, or the Sabaxley
Act, related regulations of the SEC and the requémts of the NYSE, with which we are not requiredamply
as a private company. Complying with these statuéggilations and requirements will occupy a sigaiit
amount of time of our board of directors and manag@ and will significantly increase our costs axgenses.
We will need to:
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* institute a more comprehensive compliance famgti

» design, establish, evaluate and maintain a sysfenternal controls over financial reporting in
compliance with the requirements of Section 40thefSarbanes-Oxley Act and the related rules and
regulations of the SEC and Public Company Accogn@iwersight Board, or the PCAOB;

«  comply with rules promulgated by the NYSE;

»  prepare and distribute periodic public repamtsampliance with our obligations under the U.Sefal
securities laws;

* involve and retain to a greater degree outsiamsel and accountants in the above activities; and

. establish a more robust investor relations fiomct

In addition, being a public company subject to ¢hedes and regulations will require us to incurstantial
costs to increase coverage under our director Hiwgtoliability insurance. These factors couldairake it
more difficult for us to attract and retain quadimembers of our board of directors, particulslgerve on our
audit committee, and qualified executive officers.

For as long as we are an emerging growth companeg, will not be required to comply with certain regorg
requirements, including those relating to accoungrstandards and disclosure about our executive
compensation, that apply to other public companies.

Following this offering we will be subject to repiog and other obligations under the Exchange Alé
Jumpstart Our Business Startups Act, or JOBS Aatains provisions that, among other things, rekrtain
reporting requirements for “emerging growth compariiincluding certain requirements relating toasting
standards and compensation disclosure. We expéetam “emerging growth company” as defined ind@8S
Act. For as long as we are an emerging growth compahich may be up to five full fiscal years, Waiother
public companies, we will not be required to (ipyide an auditor’s attestation report on manageinent
assessment of the effectiveness of our systenterhial control over financial reporting pursuanSkction 404
of the Sarbanes-Oxley Act, (ii) comply with any nemrevised financial accounting standards appletd
public companies until such standards are alsacgtyé to private companies under Section 102(l){ihe
JOBS Act, (iii) comply with any new requirementopted by the PCAOB, requiring mandatory audit firm
rotation or a supplement to the auditor’s reposvirich the auditor would be required to provideitiddal
information about the audit and the financial stegats of the issuer, (iv) comply with any new audies
adopted by the PCAOB after April 5, 2012 unlessSE€ determines otherwise, (v) provide certainld@ae
regarding executive compensation required of lapgétic companies or (vi) hold stockholders adwsaotes
on executive compensation. We have elected tousatanded transition period for complying with nemw
revised accounting standards. We cannot predicthghénvestors will consequently find shares of cammon
stock less attractive, which may adversely affeetrharket price of our common stock.

Future sales of our common stock or other securitieonvertible into our common stock could cause
market value of our common stock to decline and ttesult in dilution of your shares.

Sales of substantial amounts of shares of our camstark could cause the market price of our common
stock to decrease significantly. We cannot pretlieteffect, if any, of future sales of our commuuck, or the
availability of shares of our common stock for fetsales, on the value of our common stock. Sdles o
substantial amounts of shares of our common stwrctkie perception that such sales could occur, adagrsely
affect prevailing market values for our common ktdn connection with this offering, we will entirto a lock-
up agreement that prevents us, subject to certaiepgions, from offering additional shares of oamenon stocl
for up to 180 days after the date of this prospeds further described in “Underwriting.” Furtheur directors
and officers have agreed, subject to certain eiaeptnot to sell any shares of common stock thet turrently
own for up to 180 days after the date of this peasis, as further described in “Underwriting.” Té@ésck-up
provisions, at any time and without notice, maydleased. If the restrictions under the lock-upeagrents are
waived, our common stock may become availabledsale, subject to applicable law, which could redihe
market price for our common stock. See “UnderwgitiiLock-up Agreements.”
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Future offerings of debt securities, which would ml senior to our common stock upon our bankrupt
liquidation, and future offerings of equity secuiis, which would dilute the common stock holdingsonr
existing stockholders and may be senior to our coamstock for the purposes of dividend and liquidadi
distributions, may adversely affect the market giof our common stock.

In the future, we may attempt to increase our eapitsources by offering debt securities or addéio
equity securities. Upon bankruptcy or liquidatibolders of our debt securities and shares of aefeped stock
and lenders with respect to other borrowings \eidgive a distribution of our available assets pdhe holders
of shares of our common stock. Our preferred stibéssued, could have a preference on liquidating
distributions or a preference on dividend paymentsoth that could limit our ability to pay a dieidd or other
distribution to the holders of our common stockc&gse our decision to issue securities in any éutffiering
will depend on market conditions and other factmgond our control, we cannot predict or estimiageamount
timing or nature of our future offerings. Thus, dexs of our common stock bear the risk of our ®itfferings
reducing the market price of our common stock ahdidg their shareholdings in our company.

U.S. Federal Income Tax Risk:

Your investment has various U.S. federal income tésks.

Although the provisions of the Code relevant toryiovestment are generally described in “Materigb U
Federal Income Tax Considerations,” we stronglyeurgu to consult your own tax advisor concernirgy th
effects of U.S. federal, state and local incomeaaxon an investment in our shares of common stmckon
your individual tax situation.

Our Manager has limited experience operating a RE#ihd we cannot assure you that its past experiewié
be sufficient to successfully manage our businesssaREIT.

Our management, including our Manager, had neverav@¢d a REIT prior to July 2014 and our
management has no experience in complying withntbeme, asset, and other limitations imposed byREET
provisions of the Code. The REIT provisions of @mde are complex, and any failure to comply witbsth
provisions in a timely manner could prevent us frumalifying as a REIT or force us to pay unexpedtees
and penalties. In such event, we could be matg@atl adversely affected.

Failure to qualify as a REIT would subject us to B. federal, state and local income taxes, which cb
adversely affect the value of shares of our comnmstack and would substantially reduce the cash aahble for
distribution to our stockholders.

We believe that, commencing with our taxable yealeel December 31, 2014, we will be organized in
conformity with the requirements for qualificatias a REIT under the Code and we intend to contimoperat
in a manner that will enable us to meet the requénets for taxation as a REIT commencing with oxalkéde
year ended December 31, 2014. However, we cansoteagou that we will qualify and remain qualifiasl a
REIT. Given the complex nature of the rules govagriREITs, the ongoing importance of factual detaations
including the potential tax treatment of the inneshts we make, and the possibility of future charigeur
circumstances, no assurance can be given thattual aesults of operations for any particular tdgayear will
satisfy the requirements for qualification and taxaas a REIT under the U.S. federal income tassla

If we fail to qualify as a REIT in any calendar yeand do not qualify for certain statutory relpgbvisions,
we would be required to pay U.S. federal income(¢and any applicable state and local taxes), inctudny
applicable alternative minimum tax, on our taxaht@me at regular corporate rates, and dividendstpaour
stockholders would not be deductible by us in cammguour taxable income (although such dividenaderesd
by certain non-corporate U.S. taxpayers generatiyldvbe eligible for a preferential rate of taxadioFurther, if
we fail to qualify as a REIT, we might need to lmevrmoney or sell assets in order to pay any regutax. Our
payment of income tax would decrease the amountioincome available for distribution to our stoolders.
Furthermore, if we fail to qualify or maintain ogwalification as a REIT, we no longer would be rieggiunder
U.S. federal tax laws to distribute
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substantially all of our REIT taxable income to stwckholders. Unless our failure to qualify asEl Rwas
subject to relief under U.S. federal tax laws, wald not re-elect to qualify as a REIT until thi#Hicalendar
year following the year in which we failed to qdali

Complying with REIT requirements may cause us toggo or liquidate otherwise attractive investmer

To qualify as a REIT, we must continually satisfrieus tests regarding the sources of our incohee, t
nature and diversification of our assets, the artsowe distribute to our stockholders and the owriprsf our
shares of beneficial interest. In order to meetsdhests, we may be required to forego investnveatnight
otherwise make. We may be required to make digtabs to stockholders at disadvantageous timeshenwve
do not have funds readily available for distribatiand may be unable to pursue investments thaloviozu
otherwise advantageous to us in order to satigfsthurce of income or asset diversification reguésts for
qualifying as a REIT. Thus, compliance with the RE¢quirements may hinder our investment perforrmanc

In particular, we must ensure that at the end ofiealendar quarter, at least 75% of the valuaiotatal
assets consists of cash, cash items, governmarritiescand qualified REIT real estate assets.rEnginder of
our investment in securities (other than governmsentirities, TRS securities and qualified realtesiasets)
generally cannot include more than 10% of the aatding voting securities of any one issuer or ntioam 10%
of the total value of the outstanding securitieamy one issuer. In addition, in general, no mbam 5% of the
value of our total assets (other than governmenirggées, TRS securities and qualified real estatgets) can
consist of the securities of any one issuer, anchae than 25% of the value of our total assetshean
represented by securities of one or more TRSs. @iyndf we fail to comply with these requiremertsthe end
of any calendar quarter, we must correct the failvithin 30 days after the end of the calendartguar qualify
for certain statutory relief provisions to avoidilog our REIT qualification and becoming subjectt8. federal
income tax (and any applicable state and locakfase all of our income. As a result, we may beunexyl to
liquidate from our portfolio otherwise attractivevestments or contribute or sell such investmentsTRS.
These actions could have the effect of reducingrmmome and amounts available for distribution tio o
stockholders.

An IRS administrative pronouncement with respectitvestments by REITs in mortgage loans securec
both real and personal property, if interpreted agely to us, could cause us to pay penalty taxes o
potentially to fail to qualify as a REIT

Many if not all of our re-performing, sub-perforrgiand non-performing residential mortgage loanshveil
acquired for substantially less than their outstaggrincipal amount. The applicable Treasury Ratjoh
(referred to as the “interest apportionment regmd} provides rules for determining what portiohtloe interest
income from mortgage loans that are secured by fieathand personal property is treated as “intemast
obligations secured by mortgages on real properpnadnterests in real property.” Under the intéres
apportionment regulation, if a mortgage covers et property and other property, a REIT is reeghito
apportion its annual interest income to the reapprty security based on a fraction, the numematarich is
the value of the real property securing the lo@teitnined when the REIT commits to acquire the lazad the
denominator of which is the highest “principal amtiwf the mortgage loan during the year. IRS Rexen
Procedure 2014-51 contains an example regardingppkcation of the interest apportionment regolatio a
mortgage loan acquired for less than its face amdume example interprets the “principal amount'tho#
mortgage loan to be the face amount of the loaspitkethe Code requiring taxpayers to treat anyketar
discount, that is the difference between the puehmice of the mortgage loan and its face amdongll
purposes (other than certain withholding and infation reporting purposes) as interest rather thincipal.

The interest apportionment regulation applies dirtlye mortgage loan in question is secured bothelay
property and other property. We believe that athefresidential mortgage loans that we will acgjaire secured
only by real property and no other property vakigaken into account in our underwriting and pgcin
Accordingly, we believe that the interest apponti@mt regulation will not apply to residential matg loans
that we acquire for less than their face amount.

Nevertheless, if the IRS were to assert succegshalt our residential mortgage loans are secuyed b
property other than real estate, then, depending tige value of the real property securing ourdesial
mortgage loans and their face amount and the seofaaur gross income generally, we might not He ab
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to satisfy the 75% gross income test applicabRESTs. See “Material U.S. Federal Income Tax
Considerations—Gross Income Tests.” If we did neenthis test, we could potentially either lose R&IT
status or be required to pay a tax penalty toR& |

Failure to make required distributions would subjeas to tax, which would reduce the cash availalide
distribution to our stockholders.

To qualify as a REIT, we must distribute to ourcktmlders each calendar year at least 90% of olif RE
taxable income (including certain items of non-catome), determined without regard to the deduchio
dividends paid and excluding net capital gain. i@extent that we satisfy the 90% distribution rezraent, but
distribute less than 100% of our taxable incomeywlebe subject to U.S. federal corporate incomme @dn our
undistributed income. In addition, we will incud& nondeductible excise tax on the amount, if &gywvhich
our distributions in any calendar year are lesa tha sum of:

*  85% of our REIT ordinary income for that year;
*  95% of our REIT capital gain net income for thaar; and
» any undistributed taxable income from prior wear

We intend to distribute our taxable income to dockholders in a manner intended to satisfy the 90%
distribution requirement and to avoid both corpeiatome tax and the 4% nondeductible excise taweier,
there is no requirement that a TRS, such as TH&, distribute its after-tax net income to itsggerREIT or
the REIT's stockholders.

Our taxable income may substantially exceed ouimoetme as determined based on GAAP, because, for
example, realized capital losses will be deduatedkitermining our GAAP net income, but may not be
deductible in computing our taxable income. Alsar, acquisition of re-performing, sub-performing arah-
performing mortgage loans for less than their dtaténcipal amount may cause us to recognize “pmant
income” (or non-cash income) for U.S. federal inediex purposes. For example, if we significantlydifio
those loans, we would recognize gain on the regutteemed exchange equal to the difference bettheen
adjusted issue price of the modified loan (which génerally be the principal amount of the modifiean) and
our adjusted tax basis in the original loan. Beeams intend to acquire re-performing, sub-perfogrand non-
performing mortgage loans at a significant discpant adjusted tax basis in those mortgage loggisaily will
be significantly lower than the adjusted issueguo€the modified loan. Accordingly, if we signidiotly modify
those loans, we may recognize taxable income witremeiving any cash. We may engage in foreclosorres
other transactions that result in the conversiomoftgage loans to real property. Such transactiontd also
give rise to taxable income without a correspondewipt of cash. In addition, we may transfer mur
performing, sub-performing and non-performing magg loans to a TRS prior to marketing and selliragé
loans. Those contributions will generally be takedesd, but we will be required to recognize angraed but
unrecognized “market discount” on those loans douted to a TRS. The “phantom income” from any
significant modification of mortgage loans, foreslioes or other transactions that result in the emion of
those loans to real property or the contributiothoke loans to a TRS will increase the amounaxdlile
income we are required to distribute to satisfyREdT distribution requirement. In addition, we mayest in
assets that generate taxable income in exces®pbaic income or in advance of the correspondirsip ¢w
from the assets. As a result of the foregoing, \@g generate less cash flow than taxable incomeparticular
year. To the extent that we generate such nonteaslle income in a taxable year, we may incur c@te
income tax and the 4% nondeductible excise tahahihcome if we do not distribute such income to
stockholders in that year. In that event, we mayelgiired to use cash reserves, incur debt, stssmake
taxable distributions of our shares or debt seiesritr liqguidate norrash assets at rates or at times that we
as unfavorable to satisfy the distribution requieatrand to avoid corporate income tax and the 4%
nondeductible excise tax in that year.

Even if we qualify as a REIT, we may face other tiabilities that reduce our cash flow:

Even if we qualify for taxation as a REIT, we maysubject to certain U.S. federal, state and Itzoads on
our income and assets, including taxes on any trilited income, tax on income from some activities
conducted as a result of a foreclosure, and stdteal income, property and transfer taxes. Initaatd Thetis
TRS and any other TRS that we may form will be sabfo regular corporate U.S. federal, state aodl laxes.
Any of these taxes would decrease cash availabidistributions to stockholders.
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Complying with REIT requirements may limit our aliy to hedge effectively

The REIT provisions of the Code substantially limitr ability to hedge. Our aggregate gross incomen f
non-qualifying hedges, fees, and certain other quaadifying sources cannot exceed 5% of our anntesgy
income. As a result, we might have to limit our nf@dvantageous hedging techniques or implemeseth
hedges through a TRS. Any hedging income earned TS would be subject to U.S. federal, state aadl|
income tax at regular corporate rates. This cautdease the cost of our hedging activities or expssto great:
risks associated with interest rate changes or atienges than we would otherwise want to bear.

Failure to comply with the tax regulations with reect to Thetis TRS and any other TRS that we foriouhd
jeopardize our REIT status and may result in the@ication of a 100% excise ta:

A REIT may own up to 100% of the stock of one oren®dRSs. A TRS may earn income that would not be
qualifying income if earned directly by the par&&IT. Both the subsidiary and the REIT must joirglgct to
treat the subsidiary as a TRS. A corporation (cthan a REIT) of which a TRS directly or indirecwns more
than 35% of the voting power or value of the stailkautomatically be treated as a TRS. Overallpmare than
25% of the value of a REIT’s total assets may airadi stock or securities of one or more TRSs. Adstic
TRS will pay U.S. federal, state and local incormedt regular corporate rates on any income therits. In
addition, the TRS rules limit the deductibility ioferest paid or accrued by a TRS to its parenfilRElassure
that the TRS is subject to an appropriate levelooporate taxation. The rules also impose a 1008sexax on
certain transactions between a TRS and its pareht Bhat are not conducted on an arms’-length basistis
TRS and any other domestic TRS that we may forrpay U.S. federal, state and local income taxten i
taxable income, and its after-tax net income weliavailable for distribution to us but is not reedito be
distributed to us unless necessary to qualify antaa our qualification as a REIT. It is also pibés that Thetis
TRS could have difficulty paying its taxes with pest to its 19.8% interest in our Manager becafisieeo
potential lack of liquidity at our Manager attrilbte to the fact that 50% of the base managemerngdgable b
us to our Manager is paid in shares of our comnacks

Dividends payable by REITs do not qualify for theduced tax rates available for some dividen

The maximum tax rate applicable to “qualified dietdl income” payable to U.S. taxpayers taxed at
individual rates is 20%. Dividends payable by RER@wever, generally are not eligible for the reztlicates o
qualified dividend income. The more favorable ratpplicable to regular corporate qualified dividerduld
cause investors who are taxed at individual ratggetceive investments in the stocks of REITs toctegively
less attractive than investments in the stockafREIT corporations that pay dividends treatedueified
dividend income, which could adversely affect thére of the stock of REITS, including our sharesmhmon
stock.

The TMP rules may increase the taxes that we orta&r of our stockholders may incur, and may limié
manner in which we effect future securitizations.

Certain of our securitizations may be considere@saolt in the creation of TMPs for U.S. federaldme
tax purposes. A TMP is generally classified asra@ation for U.S. federal income tax purposes. Elosv, as
long as a REIT owns 100% of the equity of a TMRhstlassification generally does not result inithposition
of corporate income tax, because the TMP is treageal “qualified REIT subsidiary,” which is disreded for
U.S. federal income tax purposes. In the casedf adnolly REIT-owned TMPs, certain categories of ou
stockholders, such as foreign stockholders othergfigible for treaty benefits, stockholders witkt nperating
losses, and tax-exempt stockholders that are dubjearelated business income tax, could be stutjec
increased taxes on a portion of their dividend ineaeceived from us that is attributable to anyctss
inclusion income” produced by the TMP. In addititmthe extent that our shares are owned in recante by
tax-exempt “disqualified organizations,” such agaia government-related entities that are notesttdp tax on
unrelated business income, we may incur a corpteaét tax on our allocable portion of excess ismn
income from such a wholly REIT-owned TMP. In thase and to the extent feasible, we may reducentioeiat
of our distributions to any disqualified organipatiwhose share ownership gave rise to the taxeanay bear
such tax as a general
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corporate expense. To the extent that our sharas@Wy disqualified organizations are held in rdatame by
broker/dealer or other nominee, the broker/dealetioer nominee would be liable for the corporateel tax on
the portion of our excess inclusion income alloeablthe shares held by the broker/dealer or atberinee on
behalf of disqualified organizations. While we imeto attempt to minimize the portion of our distrions that
is subject to these rules, the law is unclear comieg computation of excess inclusion income, asimount
could be significant.

In the case of any TMP that would be taxable asraestic corporation if it were not wholly REIT-owthe
we would be precluded from selling equity interestthese securitizations to outside investorgediing any
debt securities issued in connection with thesar#terations that might be considered to be equitgrests for
U.S. federal income tax purposes. This marketimitdition may prevent us from selling more juniomon-
investment grade debt securities in such secuitiizaand maximizing our proceeds realized in thafferings.

We may be subject to adverse legislative or regukatax changes that could reduce the market prafeour
shares of common stoc

At any time, the U.S. federal income tax laws gutations governing REITs or the administrative
interpretations of those laws or regulations magtmended. We cannot predict when or if any new féderal
income tax law, regulation or administrative inteption, or any amendment to any existing U.Serfad
income tax law, regulation or administrative intetation, will be adopted, promulgated or beconfiectifze anc
any such law, regulation or interpretation may teKect retroactively. We and our stockholders ddug
adversely affected by any such change in, or amy beS. federal income tax law, regulation or adstiative
interpretation.

Our recognition ot “ phanton” income may reduce a stockholc's after-tax return on an investment in ou
shares of common stoc

We may recognize taxable income in excess of cam@uwic income, known as phantom income, in the
years that we hold certain investments, and expegian offsetting excess of economic income ovetaxable
income in later years. As a result, stockholdetsvats may be required to pay U.S. federal incoemeon
distributions that economically represent a retafroapital rather than a dividend. These distrifmsiwould be
offset in later years by distributions representiegnomic income that would be treated as returcamital for
U.S. federal income tax purposes. Taking into antthe time value of money, this acceleration d.Uederal
income tax liabilities may reduce a stockholdefteratax return on its investment to an amount teas the
after-tax return on an investment with an identimefloretax rate of return that did not generate phantasorite

Liguidation of our assets may jeopardize our REITajification.

To qualify and maintain our qualification as a RENMe must comply with requirements regarding our
assets and our sources of income. If we are coatptilliquidate our assets to repay obligatiorsutolenders ¢
for other reasons, we may be unable to comply thitlse requirements, thereby jeopardizing our ghiit
qualify or maintain our qualification as a REIT,we may be subject to a 100% tax on any resultainti§we
sell assets that are treated as inventory or piypetd primarily for sale to customers in the aaty course of
business.

Our qualification as a REIT and exemption from Uegleral income tax with respect to certain assetg
be dependent on the accuracy of legal opinionsiica rendered or given or statements by the issufeaissets
that we acquire, and the inaccuracy of any suchiops, advice or statements may adversely affecability to
qualify or maintain our qualification as a REIT amgult in significant corporate-level tax.

When purchasing securities, we may rely on opinmredvice of counsel for the issuer of such séesri
or statements made in related offering documeatgdrposes of determining whether such securiépeesent
debt or equity securities for U.S. federal incomme gurposes, the value of such securities, andtaladat exter
those securities constitute qualified real estasets for purposes of the
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REIT asset tests and produce income that qualifiéer the 75% gross income test. The inaccuraeypysuch
opinions, advice or statements may adversely affectbility to qualify or maintain our qualificati as a REIT
and result in significant corporate-level tax.

The IRS may deem the gains from sales of our prdjgesrto be subject to a 100% prohibited transacttar.

We intend either to sell or rent the real propéngt we may acquire upon conversion of non-perfogmi
mortgage loans. The IRS may deem one or more shtas properties to be “prohibited transactioritthe IRS
takes the position that we have engaged in a “pitad transaction” (i.e., if we sell a propertydély us
primarily for sale in the ordinary course of owade or business), the gain we recognize from saletvsould be
subject to a 100% tax. The Code sets forth a sateoh for REITs that wish to sell property withaisking the
imposition of the 100% tax; however, there is nsuaance that we will be able to qualify for theeshérbor. To
the extent we intend to dispose of an asset thathmdreated as held “primarily for sale to custosrie the
ordinary course of a trade or busines®’ may contribute or sell the asset to a TRS poidhe disposition. Whi
we do not intend to hold property for sale in tihéimary course of business, there is no assurdratetir
position will not be challenged by the IRS espégidiwe make frequent sales or sales of propertyhich we
have short holding periods. Further, dependincherlével of REO sale activities, we may determamednduct
any such activities through a TRS.

The failure of assets subject to a repurchase agneet to qualify as real estate assets would advgraffect
our ability to qualify as a REIT.

We may enter into repurchase agreements under wichill nominally sell certain of our assets to a
counterparty and simultaneously enter into an ageg to repurchase the sold assets. We believeftnad.S.
federal income tax purposes, these transactiohdavireated as secured debt and we will be trestade owne
of the assets that are the subject of any suchigbase agreement notwithstanding that such an mergemay
transfer record ownership of such assets to theteguarty during the term of the agreement. ltoisgible,
however, that the IRS could successfully assettigado not own the assets during the term of ¢peinchase
agreement, in which case we could fail to qualgyazREIT.

In the future, we could be required to sell assdisyrow funds or raise equity capital to fund ouiddributions
or to make a portion of our distributions in the fo of a taxable stock distribution.

Our board of directors has the sole discretioneteiginine the timing, form and amount of any disttilns
to our stockholders, and the amount of such digiohs may be limited. In the future, we could bguired to
sell assets, borrow funds or raise equity capitéibd our distributions or to make a portion of distributions
in the form of a taxable stock distribution. To #dent that we are required to sell assets inradvaarket
conditions or borrow funds at unfavorable ratescald be materially and adversely affected. Toetkient we
may have to raise equity capital, we may be untbt® so at attractive prices, on a timely basiatall, which
could adversely affect our ability to make disttibns to our stockholders. Our board of directoils wake
determinations regarding distributions based upious factors, including our historical and prégecfinancia
condition, liquidity and results of operations,dirting covenants, our intention to qualify and rraimour
qualification as a REIT, applicable law and othetérs, as our board of directors may deem reldvamt time
to time.
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CAUTIONARY STATEMENT REGARDING FORWARD -LOOKING STATEMENTS

Some of the statements under “Summary,” “Risk Ra¢tdDistribution Policy,” “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations,” “Business” and elsewherthii
prospectus constitute forward-looking statementswird-looking statements relate to expectatioakefs,
projections, future plans and strategies, antiepa&vents or trends and similar expressions coimgematters
that are not historical facts. In some cases, youidentify forward-looking statements by termstsas
“anticipate,” “believe,” “could,” “estimate,” “exps,” “intend,” “may,” “plan,” “potential,
“would” or the negatives of these terms or othenparable terminology.

”u ”u ” ”ou ”ou pr 4,

should; “will” and

The forward-looking statements are based on ouefsehssumptions and expectations of our future
performance, taking into account all informatiomreatly available to us. These beliefs, assumptas
expectations can change as a result of many pessiieints or factors, not all of which are knownismr are
within our control. If a change occurs, our bussmédmancial condition, liquidity and results oferptions may
vary materially from those expressed in our formimaking statements. You should carefully consitiese
risks before you make an investment decision vagipect to our common stock, along with the follapiactors
that could cause actual results to vary from omwéod-looking statements:

» the factors referenced in this prospectus, dioly those set forth under the sections captiofask
Factors,” “Business” and “Management’s Discussind Analysis of Financial Condition and Results
of Operations”;

*  our ability to implement our business strategy;

« difficulties in identifying re-performing, subepforming and non-performing loans and properties t
acquire;

» the impact of changes to the supply of, valuaraf the returns on re-performing, sub-performing a
non-performing loans;

e our ability to apply the net proceeds from thiering in a timely manner;

*  our ability to convert sub-performing and nomfpaming loans into performing loans, or to modifiy
otherwise resolve such loans;

* our ability to convert non-performing mortgageuhs to properties that can generate attractivenet
either through sale or rental;

*  our ability to compete with our competitors;
e our ability to control our costs;

» the impact of changes in interest rates andrtheket value of the collateral underlying our re-
performing, sub-performing and non-performing Iganmtfolios or of our other real estate assets;

* our ability to obtain financing arrangementsfavorable terms, or at all;

* our ability to retain our engagement of our Mgera

» the failure of the Servicer to perform its olligns under the servicing agreement;

« general volatility of the capital markets;

» the impact of adverse real estate, mortgag®uasihg markets and changes in the general economy;
» changes in our business strategy;

» our failure to qualify or maintain qualificatias a REIT;

e our expectations regarding the time during whighwill be an emerging growth company under the
JOBS Act;

»  our failure to maintain our exemption from regition under the Investment Company Act; and
» the impact of adverse legislative or regulatay changes.
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USE OF PROCEEDS

We estimate that the net proceeds that we willivedeom this offering will be $63.6 million (basexh
$16.00 per share, the mid-point of the price rasegdorth on the cover page of this prospectusagsdming no
exercise of the underwriters’ overallotment optiaftgr deducting the underwriters’ discounts anghimission
of approximately $4.2 million and the estimatedenges of this offering payable by us of approxityete.2
million. We expect to contribute substantially @llithese net proceeds to our operating partnetshapquire
mortgage-related assets as described in this praspe

We anticipate that we will use approximately 77.dfthe net proceeds from this offering to complete
acquisitions of mortgage loans having the followathgrracteristics:

Loans Expected to Be Acquired with Net Proceec

No. of Loans 28¢
Total UPB $ 72,338,37
Interest Bearing Balance $ 70,984,81
Deferred Balance $ 1,353,56.
Market Value of Collateral $140,252,40
Price/Total UPB 68.C %
Price/Market Value of Collateral 35.1%
Percentage of Non-Performing Loans 70.7%
Percentage of Re-Performing Loans 29.2%
Weighted Average Coupon 7.C%
Weighted Average LT\W) 86.5%
Remaining Term 226.¢
No. of First Liens 28C
No. of Second Lien 9

(1) UPB as of December 1, 2014 divided by expected etarddue of collateral as of date of acquisition.

The following table sets forth the years in whibb thortgage loans which we intend to acquire were
originated based upon UPB:

Mortgage Loan Origination

Year of Origination Percentage of UPI
Prior to 1990 1.C%
1990-2000 15.(%
2001-2005 61.£%
2006-2008 21.5%
After 2008 0.6%
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For the mortgage loans identified above, the folhgtables identify the loans by state, numbeioafi,
loan value and collateral value and percentagesdhéor the assets we intend to acquire:

Assets by State

% of % of

Loan UPB Collateral Collateral
State Count ($) UPB  Value® Value
NY 14¢  $42,651,30 59.C%$ 97,488,80 69.2%
NJ 44 11,685,18 16.2% 16,331,20 11.€%
MA 12 3,206,22 44% 4,003,001 2.5%
FL 11 2,839,96. 3.8%  4,909,90 3.E%
IL 7 2,149,99 3.C% 2,054,80 1.5%
CA 3 1,294,26 1.8% 1,305,00 0.c%
GA 7 1,122,39: 1.6% 1,040,00 0.7%
PA 1C 1,046,20: 1.4% 2,112,00 1.5%
SC 5 963,85! 1.3% 870,00( 0.€%
CT 2 807,23 1.1% 833,00( 0.€%
NC 4 585,57t 0.8% 766,00( 0.5%
IN 5 455,82. 0.6% 597,50( 0.4%
DE 3 452 47" 0.6% 1,514,90 1.1%
MD 3 415,70t 0.6% 770,00( 0.5%
DC 2 388,69: 0% 1,350,00! 1.C%
NV 2 363,18( 0.5% 819,00( 0.€%
OR 4 316,93 0.4% 845,00( 0.6 %
wv 1 281,81! 0.4% 212,00( 0.2%
MN 1 219,81 0.3% 360,00( 0.2%
MO 2 177,85t 0.2% 61,00( 0.C%
CO 2 169,47( 0.2% 405,00( 0.2%
TN 1 151,72: 0.2% 147,00( 0.1%
OH 1 140,00( 0.2% 165,90( 0.1%
TX 3 112,98 0.2% 325,00( 0.2%
Ml 1 105,24( 0.1% 545,00( 0.4%
AZ 1 80,60¢ 0.1% 129,00( 0.1%
LA 1 57,53¢ 0.1% 149,90( 0.1%
OK 1 49,88( 0.1% 70,00( 0.C%
MS 2 46,43( 0.1% 72,50( 0.1%
Total 28¢  $72,338,37 100.(%$140,252,40 100.C%

(1) As of date of acquisitio

We have not entered into binding definitive comnaitits relating to these mortgage loans. We and our
Manager are conducting a diligence review of theaas and, as a result, the terms of acquisition change
prior to closing. We anticipate that we will depliye remaining net proceeds of this offering follogvthe
completion of this offering to acquire non-perfongiand re-performing mortgage loans having chariatites
substantially similar to those comprising our Iqgemtfolio, subject to the availability of appropeanvestment
opportunities consistent with our objectives.
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Pending these uses, we intend to invest the neepds from this offering in readily marketablegnetst
bearing, shorterm investment grade securities or money markaiwads that are consistent with our intentio
qualify as a REIT. Such temporary investments apeeted to provide a lower net return than we grdaie
achieving from our targeted investments.

Although we do not intend to use any of the netpeals from this offering to fund distributions taro
stockholders, to the extent we use the net prodeeisid distributions, these payments may bedrkas a
return of capital to our stockholders.

We will not receive any proceeds from the salewsfammon stock by the selling stockholders.
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CAPITALIZATION

The following table presents as of September 30420

Cash
Equity

our capitalization on an actual basis;

our capitalization on a pro forma basis to retfthe completion of the Second Private Placemedt a
includes (i) an aggregate of 1,251 shares of comstmrk issued as payment of half of the directors’
quarterly director fees for the quarter ended Ddmam31, 2014 and (ii) 5,250 shares of common stock
issued on January 21, 2015 to affiliated persomssitisfy the requirement that we have 100
stockholders as of January 30, 2015; and

our capitalization on a pro forma as adjustesisio reflect (a) the completion of the Second&ée
Placement, (b) the sale of 4,375,000 shares of aomstock by us in this offering of $16.00 per share
(the mid-point of the price range set forth onfitemt cover page of this prospectus) and our récdip
the estimated net proceeds from that sale aftaradied) the underwriters’ discount and estimated
offering expenses d$6.4 million payable by us, and includes (i) agragate of 1,251 shares of
common stock issued as payment of half of the tlirecquarterly director fees for the quarter ended
December 31, 2014 and (ii) 5,250 shares of comrtamk $ssued on January 21, 2015 to affiliated
persons to satisfy the requirement that we havesidikholders as of January 30, 2015.

September 30, 201

Pro Forma
Actual Pro Forma As Adjusted

(Dollars in thousands)

$ 23,85( $ 65,08¢ $

Preferred stock$0.01 par value per share; no authorized, issued
outstanding, actual; 25,000,000 shares authorimatk issued or
outstanding, as adjusted and pro forma as adjusted — — —

Common stock$0.01 par value per share; 125,000,000 shares
authorized, 8,498,658 shares issued and outstaratihgal;
11,230,485 shares issued and outstanding, pro famta
15,605,485 shares issued and outstanding, pro fasma

adjusted® $ 8 $ 11z %
Additional paid-in capital 119,78: 158,65
Noncontrolling interes 7,072 9,417
Total equity $127,93! $169,17: $

(1) Excludes 624,106 shares that are issuable upompae of an equal number of outstanding OP Units a
up to 834,917 shares issuable by us upon the ereoyithe underwriters of their ovaltetment option. Se
“Our Manager and the Management Agreement—ManagefRess” and “ManagementSempensation ¢
Director<” and“ Certain Relationships and Related Party Transss—Additional Sale o Share¢”
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DISTRIBUTION POLICY

We expect to qualify and will elect to be taxedaaREIT for U.S. federal income tax purposes begigni
with our taxable year ended December 31, 2014. fddgral income tax law requires that a REIT disite eacl
year an amount equal to at least 90% of its REX&kike income, determined without regard to the dédu for
dividends paid and excluding any net capital gaor.more information, see “Material U.S. Federaldme Tax
Considerations—Distribution Requirements.”

To satisfy the distribution requirement necessamgualify as a REIT and to avoid paying U.S. fetita
on our income, we intend to make regular quartidyributions of substantially all of our REIT tdta income
to holders of our common stock. Any distributions make will be at the discretion of our board aédiors ant
will depend upon our earnings and financial conditiqualification and maintenance of REIT statpgliaable
provisions of the MGCL and such other factors asbmard of directors deems relevant. For more médion
regarding risk factors that could materially ade§rsaffect our earnings and financial conditiore $Risk
Factors.”

To the extent that cash available for distribuimtess than our REIT taxable income, we coulddagiired
to sell assets, borrow funds or raise equity chfmtenake cash distributions or make a portiorheftequired
distribution in the form of a taxable stock distrilon or distribution of debt securities. We gefigraill not be
required to make distributions with respect to\aiitis conducted through Thetis TRS or any otheSTRat we
may form.

We anticipate that our distributions generally Wil taxable as ordinary income to our stockholders,
although a portion of the distributions may be geated by us as capital gain or may constitutéuanef
capital. We will furnish annually to each of ouockholders a statement setting forth distributipal during
the preceding year and their characterization disiary income, return of capital or capital gains.

The following chart shows dividends declared by looard of directors:

Date Dividend Declared Dividend Amount Record Date Dividend Payment Date
November 12, 201 $0.0¢ November 21, 201  December 4, 2014
January 16, 2015 $0.1¢ January 13, 2015  January 30, 2015

For a more complete discussion of the tax treatofdistributions to holders of shares of our commo
stock, see “Material U.S. Federal Income Tax Caarsitions.”
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DILUTION

The dilution to investors in this offering is repeated by the difference between the initial pubffering
price per share of our common stock in this offg@md the pro forma net tangible book value peresbfour
common stock after this offering. Net tangible beakue per share is determined by dividing ourtaegible
book value, which is our total tangible assets tet liabilities, by the number of outstandingsts of our
common stock plus the number of OP Units that atewned by us.

As of September 30, 2014, 8,966,764 shares of@unwn stock (assuming redemption of 468,106 OP
Units on a 1-fort basis into shares of our common stock) were atiitg, and we had a net tangible book v
of $127,935,000, or $14.27 per share. Giving pro foeffiect to the Second Private Placement, theiaddit
sale of shares of common stock in January 2015hacks of common stock issued as payment of hitieof
directors’ quarterly director fees for the quagaded December 31, 2014, 11,854,591 shares obounon
stock (assuming redemption of 624,106 OP Units d¥fa-1 basis into shares of our common stock) are
outstanding and we had a pro forma net tangiblé vatue of $169,171,000, or $14.27 per share, as of
September 30, 2014. After giving effect to theseiamces and the sale of the shares of our commock tst be
sold in this offering (based on an initial publiesing price of $16.00 per share, the mpaint of the price ranc
set forth on the front cover page of this prospgctand the deduction df) the estimated underwriters’ discount
of approximately $4.2 million, and (ii) offering penses payable by us of approximately $2.2 mill@m,pro
forma as adjusted net tangible book value woul8282,771,000, or approximately $14.34 per share,
representing an immediate increase in net tanbitdd value of$0.07 per share.

The following table illustrates the dilution to tekares on a per share basis:

Initial offering price per shar $16.0(
Pro forma net tangible book value as of Septembe2314 $14.2%
Increase in net tangible book value attributablthi® offering $ 0.07

Pro forma as adjusted net tangible book value wbmsing of this offering $14.3¢

Dilution per share to stockholders participatinghis offering $ 1.6€

The pro forma net tangible value per share uposirofpof this offering (at the initial offering peoof
$16.00 per share, the mid-point of the price rasegdorth on the front cover page of this prospscisi
calculated as follows:

Numerator

Pro forma net tangible book value prior to thisofig $169,171,00
Assumed net proceeds from this offering $ 63,600,00
Total pro forma as adjusted net tangible book value $232,771,00
Denominator

Shares outstanding prior to this offerifiy 11,854,59
Primary shares to be sold in this offering 4,375,00!
Total pro forma as adjusted shares outstanding 16,229,59

(1) Including shares issuable upon redemption of 624QB Units on a 1-for-1 basis into shares of our
common stock

If the underwriters exercise in full their optiampiurchase 834,917 additional shares from us, iivéopma
as adjusted net tangible book value per share thiteoffering would be $14.38 per share, the iaseein the net
tangible book value per share would be $0.04 pareshnd the dilution in pro forma as adjusted aegible
book value per share to new investors purchasingran stock in this offering would be $1.62 per shar
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The following table summarizes, as of January 8052

» the total number of shares issued prior to Jan8@ and the number of shares of our common stock
purchased from us by new investors purchasing shaithis offering;

» the total consideration paid to us by new inmespurchasing shares in this offering, assuming an
initial public offering of $16.00 per share (the mid-point of the price rasgjeforth on the front cover
page of this prospectus), before deducting thenestid underwriting discount and estimated offering
expenses payable by us in connection with thisioffe and

» the average prices per share paid by contininders, the selling stockholders and new investors
purchasing shares in this offering.

Shares Purchased® Total Consideration A\Igeril'fge

Number Perceni Amount Percent Per Share
Continuing holders 10,394,59  64.0% $155,918,86 @ 62.¢%  $15.0C
Selling stockholders 1,460,001 9.C 21,900,00 8.8 15.0(
New investors 4,375,00! 27.C 70,000,00 28.S 16.0(
Total 1622959  10C% $247,817.36  10C%  $15.2i

(1) Includes shares issuable upon redemption of 6240®E&nits on a 1-for-1 basis held by continuing
holders. Assumes no exercise of the underw’ over-allotment option

(2) Consideration includes 624,106 OP Units valuetigit purchase date fair value $15.00 per unit.

If the underwriters fully exercise their over-attatnt option, the number of shares of our commocksto
held by continuing holders will be reduced to 60.82the aggregate number of shares of our comnuak st
outstanding after this offering, and the numbestaires of our common stock held by new investoliei
increased to 5,250,250, or 39.2% of the aggregatger of shares of our common stock outstandirey #its
offering, in each case assuming the redemptioi ofigstanding OP Units for shares of our commantision a
1-for-1 basis.

68




TABLE OF CONTENTS

STRUCTURE AND FORMATION TRANSACTIONS

We were incorporated in Maryland on January 30420%e conduct substantially all of our business
through our operating partnership, Great Ajax OfiregaPartnership L.P., a Delaware limited partnigrsbrmed
on February 11, 2014, and its subsidiaries. Ouriwloevned subsidiary Great Ajax Operating LLC, al&weare
limited liability company, is the sole general pert of our operating partnership. We also own 8%Requity
interest in our Manager, through Thetis TRS, a TR is wholly owned by our operating partnership.

On July 8, 2014, we closed the Original Privatec@faent under Rule 144A and Regulation D under the
Securities Act of 1933, as amended (the “Securkie?), pursuant to which we sold 8,213,116 sharesur
common stock and 453,551 OP Units. On August 142@& closed the sale of an additional 263,57 Oeshaef
our common stock and 14,555 OP Units pursuanteé@iercise of the additional allotment option wanged to
the initial purchaser and placement agent in thigial Private Placement. The purchase price parestvas
$15.00. The net proceeds from the Original Priiseement, after deducting the initial purchasediscount ar
placement fee and offering expenses paid by us agproximately $128.4 million. In the Original Rrie
Placement, the REIT Institutional Investors eacttipased (i) 1,645,363 shares of our common stocthé cas
of the Wellington Management Institutional Investoclusive of shares issuable upon redemptior68f 406
OP units); (ii) 9.8% of the equity of GA-FS, thergiat of the Servicer (including interest-bearingmissory
notes from GA-FS in the aggregate principal amafiri1.05 million that automatically converted int@%
equity interest in GA-FS on September 15, 2014);t{vo non-transferable tepear warrants, which each peri
the holder to acquire an additional 9.9% equitgriest in GA-FS at a premium to the original purehaiice,
exercisable subject to certain regulatory requirgser in the event of a contemporaneous saleeoéduity
interests of GA-FS; and (iv) 26.73% of the equitterests of our Manager. The REIT Institutionaldstors also
have certain additional rights in our Manager, tidahg approval rights with respect to certain atiby our
Manager. In addition, so long as Flexpoint REITdstor and/or its affiliates own at least 9.8% @f dlutstandin
shares of our common stock, Flexpoint REIT Investifirhave the right to nominate a representatimediectior
as a member of our board of directors.

On December 16, 2014, we closed the Second Pilatement pursuant to which we sold 2,725,326
shares of common stock and 156,000 OP Units tafepghinstitutional buyers and accredited investdiise
purchase price per share was $15.00. The net gtedemm the Second Private Placement after dedyttie
placement fee and offering expenses paid by usappoximately $41.2 million. The Flexpoint REITvastor,
purchased 192,137 shares of common stock and thisgten Management Institutional Investor purctdise
650,000 shares of common stock (inclusive of shiasegmble upon redemption of 156,000 OP Unitshén t
Second Private Placement. See “Principal Stockieftd&Certain Relationships and Related Party
Transactions—Agreements with Anchor Investors” d@description of Capital Stockfor additional informatiol
about the investments by the REIT Institutionaldstors. Upon completion of this offering, FlexpdREIT
Investor and the Wellington Management Institutldngestor will own 11.3% and 14.2%, respectivelfpur
common stock (assuming redemption of OP Units dff@a-1 basis into shares of our common stock, no
exercise of the underwriters’ over-allotment optéord no purchase by the REIT Institutional Investafrshares
in this offering).

On July 8, 2014, we entered into the managemeeeagent, the servicing agreement and a Trademark
License Agreement with Aspen pursuant to which aeeha non-transferable right to use the “Great Agand
“Thetis” trademarks on a royalty-free basis. Seer‘®anager and the Management Agreement” and “@erta
Relationships and Related Party Transactions” dditebnal information about these agreements.

In the Original Private Placement, our Manager pased 66,666 shares of our common stock for an
aggregate purchase price $f million and the Servicer purchased 266,667eshaf our common stock for an
aggregate purchase price 4 million. Lawrence Mendelsohn, our Chairman éief Executive Officer,
controls 50% of the manager of Aspen and has cegtnomic and/or management rights with respeti3%
of the interests in Aspen, which is the direct par# GA-FS and a 26.7% owner of our Manager. Mh&iib
owns 2.5% of the interests in Aspen. See also &eRelationships and Related Party Transactions—
Ownership of our Manager, Great Ajax FS LLC andes)yo LLC.”

In July 2014, we used approximately $48.8 millidrihe net proceeds, from the Original Private Riaeet
to acquire our initial portfolio of mortgage-reldtassets by acquiring 82% of the limited
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liability company interests of Little Ajax Il frorthe REIT Institutional Investors and their affikat Little Ajax
Il owned a portfolio of mortgage-related assetssisiing of 418 mortgage loans and two single-fanglytal
properties, which it acquired in a series of tratisas from unaffiliated parties between DecemhezQil3 and
July 7, 2014. In September, we completed the tdimsato acquire the remaining interests in thigah
mortgage-related asset portfolio. The transactidtially had Little Ajax Il redeem the 82% membeisnterest
held by our operating partnership by distributindgte operating partnership 82% of all Little Aja¥oans,
participation interests and real property. Our afieg partnership then purchased for cash the réntall8%
interest in such real estate assets for an aggregathase price of approximately $11.4 millionr Operating
partnership also purchased for cash from Greger§% interest in the 43 loans in which Little Ajakeld a
95% participation interest for approximately $0.®ion. See “Certain Relationships and Related yart
Transactions—Agreements with Anchor Investors”ddditional information.

The following chart illustrates our organizatiostiucture immediately following the closing of this
offering (assuming no exercise of the underwritex@r-allotment option and no purchase of shardisisn
offering). Percentage ownership of our common stedlased on 16,229,591 shares and OP Units odistan
after the offering.

OEnerPre
Serwcer

investms
36 4%

REIT \nvesmrs
Institutional 36.0% Manager
In\/estors”J
Management Other Investors
Holders 35.2% 64 8%

GREAT AJAX CORP.
(REIT) TOERSCE S Management
Aareement 267% —— ASPEN YO LLC®
1
l- - - === i ] REIT
| 0 : : Institutional
! | Investor
100.0% ! : : m;gSE“/:s msﬁF;LEn[uT:nal ‘
| | : Investors
H Servicing H 19.6%" 80.4%
GREAT AJAX : Agreement : |
OPEffJ'NG i : THETIS ASSET \
Limited ! MANAGEMENT LLC
" Fariner ! (Manager) GREAT AJAX FS LLC
eneral ' i
Part !
'al lner : i /
GREAT AJAX OPERATING ! i |
|
1
1
1

PARTNERSHIP LP 99.8%
(Operating Partnership) // |
1 e GREGORY FUNDING |
[ | LLC
1 00‘ 0% / . (Servicer or Gregory)
GREAT AJAX FUNDING

GA-TRS LLC (Depositor for

MR securitization trusts)®

Deposit

MULTIPLE DELAWARE
STATUTORY TRUSTS
(Issuers of trust certificates)

Percentages are rounded, and, therefore, may attdmere than 100%.
(1) Part of this interest is held in the form of OP tdni

(2) Aspen is managed by MARS Development LLC, whicbvismied 50% by Lawrence Mendelsohn, our
chairman and chief executive officer, and 50% leyghesident of Gregory.

(3) The Wellington Management Institutional Investod &fexpoint REIT Investor each also has warrants to
purchase an additional 19.8% interest in Great A&XLLC.
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(4) As of the date of this prospectus, there are twarstization trusts through which our operatingtparship
has issued the Class A Notes, the Class B Notethantrust Certificates. The Class B Notes are hgld
our operating partnership and the Trust Certifiedsued by the securitization trusts and the haakf
ownership of the trusts are retained by Great Ajamding LLC. For additional information on our
securitizations, see “Management’s Discussion amalysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources.”

See also “Certain Relationships and Related Paggshctions.”

71




TABLE OF CONTENTS

SELECTED FINANCIAL INFORMATION

The following tables set forth selected historiancial information derived from our audited bata
sheets as of March 31, 2014 and September 30,&%d.éur audited statement of income from Januarg@n4
the date of our inception, though September 304 2Tte following data should be read in conjunctioth
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations,” and our faiah
statements, including the notes thereto, includeelhere in this prospectus. We commenced opesatinrduly
8, 2014, and, therefore, the selected financiarmétion presented below are not indicative offature
financial condition or results of operations.

From Inception

through
Statement of Income (Dollars in thousands September 30, 2014
Income:
Loan interest income $2,271
Other income 2C
Total income 2,291
Expense:
Related party expensenanagement fee 43¢
Related party expenséoan servicing fees 157
Loan transaction expense 12¢
Other fees and expenses 342
Total expense 1,067
Net income 1,22¢
Less: net income attributable to the noncontroliimgrests 22¢
Net income attributable to common stockholc w
Basic earnings per share of common stock w
Diluted earnings per share of common stock $ 0.1
Balance Sheet (Dollars in thousands March 31, 201«  September 30, 201
Total assets $1,50( $142,15¢
Total liabilities — 14,22
Noncontrolling interes — 7,07z
Total equity $1,50( $127,93!
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MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D
RESULTS OF OPERATION

This “Management’s Discussion and Analysis of FitiahCondition and Results of Operation” and the
other forward-looking statements throughout thiegmectus reflect our current views about futurenév,eare
based on assumptions and are subject to known akigbwn risks and uncertainties that could causealct
results to differ materially from those contempthly these statements. See “Risk Factors” and “@snatry
Statement Regarding Forward-Looking Statementsafdiscussion of the uncertainties, risks and agdioms
associated with these statements.

Overview

Great Ajax Corp. is a Maryland corporation thatufees primarily on acquiring, investing in and mang@
portfolio of re-performing and non-performing matge loans secured by single-family residencestaral,
lesser extent, single-family properties. We als@st in loans secured by multi-family residentiadia
commercial mixed use retail/residential propertéssyell as in the properties directly. The muatinfly and
commercial mixed-use properties generally will hinan values of up to approximately $5 million. VWéer to
these as “smaller commercial properties.” In Juigt August 2014, we closed the Original Private &aent,
which resulted in net proceeds to us of approxitp&#28.4 million. We commenced operations on 3)ly
2014. In December 2014, we closed the Second BrRiacement of shares of our common stock and Q8,Un
which resulted in net proceeds to us of approxitp&é1.2 million. Through January 31, 2015, we have
acquired mortgage loans and other mortgage-retssets with an aggregate UPB$#21.1 million.

We are externally managed by Thetis Asset Managehi&D, an Aspen Capitadffiliated entity. We own
19.8% interest in the Manager. Our mortgage loadsogher real estate assets are serviced by Grégmging
LLC, a subsidiary of Aspen. We conduct substantiall of our business through our operating pashigr,
Great Ajax Operating Partnership L.P., a Delawin&ed partnership, and its subsidiaries. We, tgroa wholly
owned subsidiary, are the general partner of oaraimg partnership. Thetis TRS is a wholly owneldsidiary
of the operating partnership that owns the equitgrest in the Manager. We elected to treat TAGRIS as a
TRS under the Code. In September 2014, we formedt@jax Funding LLC, a wholly owned subsidiarytioé¢
operating partnership, to act as the depositoratgage loans into securitization trusts and tal tioé
subordinated securities issued by such trusts.

We expect to qualify and will elect to be taxeda@REIT for U.S. federal income tax purposes begigni
with our taxable year ended December 31, 2014.Qalification as a REIT will depend upon our alitid
meet, on a continuing basis, various complex reguénts under the Code relating to, among othegshie
sources of our gross income, the composition ahgesaf our assets, our distribution levels anddikersity of
ownership of our capital stock. We believe thatame organized in conformity with the requirements f
qualification as a REIT under the Code, and thatcowrent intended manner of operation will enalddo meet
the requirements for taxation as a REIT for U.8efal income tax purposes.

Factors That May Affect Our Operating Results

Acquisitions. Our operating results depend heavily on sogrogaperforming, sub-performing and non-
performing loans. We believe that there is curgeatlarge supply of re-performing, sub-performimgl ion-
performing loans available to us for acquisitione Yélieve the available supply provides for a steadjuisitior
pipeline of assets since we plan on targetinggusnall percentage of the population. We furthéiebe that we
will be able to purchase residential mortgage Iagtriewer prices than REO properties for the follmyweasons

*  We believe that buying neerforming loans is more efficient and lower ribla acquiring REO rente
directly because the net cash flow from the regratring loans is typically greater than rent cashwfl
Re-performing loans are typically purchased atiigant discounts from UPB and underlying
property values, but the borrower pays interegherfull UPB, leading to a higher current yield.eTh
borrower is also responsible for property taxesyiance and maintenance, which are all costshhbat t
owner of the REO would otherwise have to pay. lditash, to the
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extent that the UPB exceeds the hasne&llue, the lender will receive all appreciationilisuch time a
the HPA exceeds the UPB. While the return to theigage loan owner is thus capped, conversely,
there is also risk mitigation if the REO value d=xges, until the value is less than the pricechedr
paid for the loan.

« Ifare-performing loan becomes a non-performoan, or we purchase a non-performing loan, which
is purchased at a deeper discount than re-perfgrtoans, we, through the Servicer, have a number of
ways to mitigate our loss. These loss mitigatiahitéques include working with the borrower to
achieve performance, including through modificatddnhe mortgage loan terms as well as short sale,
assisted deed-in-lieu of foreclosure, assisted-flmeldase, foreclosure and other loss mitigation
activities. With each REO acquired, we assessalsetential return-either through rental, sale w
carryback financing, which we believe will incredle potential pool of purchasers, or sale without
our financing the purchase.

»  We believe that we will be able to purchasedesiial mortgage loans at lower prices than REO
properties because sellers of such loans will e tabavoid paying the costs typically associatétth w
sales of real estate, whether single-family resideror smaller commercial properties, such as broke
commissions and closing costs of up to 10% of gpogseeds of the sale. We believe this will
motivate the sellers to accept a lower price ferrdrperforming, sub-performing and non-performing
loans than they would if selling REO.

*  We believe there are fewer participants in tperforming, sub-performing and non-performingnloa
marketplace than in the foreclosure auction andrd®EO acquisition channels due to the large dize o
portfolios offered for sale on an “all or none” [&and the required operational infrastructure and
expertise involved in servicing loans and managingle-family rental properties across various
states. Additionally, as the acquirer of loans take the risk of delays in the foreclosure prodess
nonperforming loans. We will focus on smaller poolswdrtgage loan assets that we can analyze
loan-by-loan basis, and we believe that we wilabée to aggregate these smaller pools often at a
greater discount than would be available for lapgsols. We believe the relatively lower level of
competition for re-performing, sub-performing arahrperforming loans, combined with growing
supply, provides buyers with the opportunity fdrigher discount rate relative to the foreclosure
auction and other REO acquisition channels ana:foer a relatively lower cost to acquire REO.

We expect that our residential mortgage loan pbotfnay grow at an uneven pace, as opportunities to
acquire distressed residential mortgage loans raagrégularly timed and may involve large portfgliof loans,
and the timing and extent of our success in aagsuch loans cannot be predicted. In additionafiyrgiven
portfolio of loans that we agree to acquire, wadglly acquire fewer loans than originally expegtas certain
loans may be resolved prior to the closing dateay fail to meet our diligence standards. The nurolbe
unacquired loans typically constitutes a smalliparof a particular portfolio. In any case where deenot
acquire the full portfolio, we make appropriateustinents to the applicable purchase price.

Financing. Our ability to grow our business by acquiriegperforming, sub-performing and non-
performing loans depends on the availability ofcqadge financing, including additional equity finarg, debt
financing or both in order to meet our objectivd intend to leverage our investments with delet |¢ivel of
which may vary based upon the particular charasttesi of our portfolio and on market conditions. Béeuritize
our whole loan portfolios, primarily as a financitugpl, when economically efficient to create lorgrh, fixed
rate, non-recourse financing with moderate leveradpde retaining one or more tranches of the sdinate
MBS so created. The securitizations are structasedebt financings and not REMIC sales, and thasloa
included in the securitizations remain on the Camyfgabalance sheet. In October 2014 and Novembb4,20e
completed securitization transactions pursuantuie BR44A under the Securities Act in which we isbnetes
primarily secured by seasoned, performing and penierming mortgage loans primarily secured byt fiens or
one-to-four family residential properties. We mégoaenter into repurchase financing facilities undhich we
will nominally sell certain of our assets to a ctarparty and simultaneously enter into an agreeroent
repurchase the sold assets at a price equal todhemount plus an interest factor. Despite bkgglly
structured as
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sales and subsequent repurchases, repurchasetiamsare generally accounted for as debt seduyre¢de
underlying assets. In November 2014, we enteredamepurchase financing facility. We describe the
securitizations and the repurchase financing fsidielow under “—Liquidity and Capital Resource§d the
extent appropriate at the relevant time, our fil@geources may also include bank credit faciljtigarehouse
lines of credit, structured financing arrangememts additional repurchase agreements, among ofhees—
Liquidity and Capital ResourcesiWe may also seek to raise additional capital thihqugplic or private offering
of debt or equity securities, depending upon macketitions.

To qualify as a REIT under the Code, we generallynged to distribute at least 90% of our taxablzome
each year (subject to certain adjustments) to tmaekbolders. This distribution requirement limitsr@bility to
retain earnings and thereby replenish or increapiat to support our activities.

Resolution Methodologies We, through the Servicer, or our affiliates péoy various loan resolution
methodologies with respect to our residential magtgloans, including loan modification, collatexegolution
and collateral disposition. The manner in whiclul-performing or non-performing loan is resolved affect
the amount and timing of revenue we will receivar Preferred resolution methodology is to modifg gub-
performing and non-performing loans. Once succégshodified and there is a period of continued
performance, we expect that borrowers will typizadifinance these loans with other lenders orifatéd by the
Servicer at or near the estimated value of the ilyidg property. We believe modification followeg b
refinancing generates near-term cash flows, previde highest possible economic outcome for ussaad
socially responsible business strategy becausejtkmore families in their homes. In certain citstances, we
may also consider selling these modified loans Lghove do not actively seek to acquire REO or tenta
properties, through historical experience, we ekfieat many of our non-performing residential magg loans
will enter into foreclosure or similar proceedingftimately becoming REO that we can convert intyke-
family rental properties that we believe will gesterlong-term returns for our stockholders. REQpprty can
be converted into single-family rental propertieshey may be sold through REO liquidation and skale
processes. We expect the timelines for each aflifferent processes to vary significantly, and firesolution
could take up to 24 months or longer from the laequisition date. The exact nature of resolutidhdepend
on a number of factors that are beyond our controluding borrower willingness, property valueadability of
refinancing, interest rates, conditions in thefficial markets, regulatory environment and othetolisc To avoic
the 100% prohibited transaction tax on the saldealer property by a REIT, we intend to disposarnf asset
that may be treated as held “primarily for saledstomers in the ordinary course of a trade omassi’ by
contributing or selling the asset to a TRS priomiarketing the asset for sale.

The state of the real estate market and home priitedetermine proceeds from any sale of realtestd/e
will opportunistically and on an asset-by-assetddstermine whether to rent any REO we acquiretiadr
upon foreclosure or otherwise, we may determirgetbsuch assets if they do not meet our investroétetria.
In addition, while we seek to track real estategtrends and estimate the effects of those trendke
valuations of our portfolios of residential mortgdgans, future real estate values are subjedflteences
beyond our control. Generally, rising home pricesexpected to positively affect our results. Cogely,
declining real estate prices are expected to negataffect our results.

Conversion to rental property The key variables that will affect our residahtental revenues over the
long-term will be the extent to which we acquire@Evhich, in turn, will depend on the amount of capital
invested, average occupancy and rental rates iowned rental properties. We expect the timelineciavert
acquired loans into rental properties will varyréfigantly by loan, which could result in variati®im our
revenue and our operating performance from pedqektiod. There are a variety of factors that nmdaykiit our
ability, through the Servicer, to foreclose upamsidential mortgage loan and get access to th@reperty
within the time frames we model as part of our aibn process. These factors include, without Ation: state
foreclosure timelines and the associated defefiratkuding from litigation); unauthorized occupawfsthe
property; U.S. federal, state or local legislataation or initiatives designed to provide homeowsneith
assistance in avoiding residential mortgage loaacfosures that may delay the foreclosure prod¢ss;federal
government programs that require specific procedtode followed to explore the néoreclosure outcome of
residential mortgage loan prior to the commenceroéatforeclosure proceeding; and declines in estdte
values and high levels of unemployment and undel@mpent that increase the number of foreclosures an
place additional pressure on the already overbedi@rdicial and administrative systems.
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Expenses Our expenses primarily consist of the feesamenses payable by us under the management

agreement and the servicing agreement. Our Maragens direct, out-of-pocket costs related to mamgagur
business, which are contractually reimbursablesyrtie Manager allocates indirect costs to us@stied by
estimating the percentage of time spent for ouebergee “Our Manager and the Management Agreehagiak
“Certain Relationships and Related Party TransastieGregory Servicing Agreement.” Depreciation and
amortization is a non-cash expense associatedtiatbwnership of real estate and generally rentaiasively
consistent each year at an asset level since wedafe our properties on a straight-line basig aviexed life.
Interest expense consists of the costs to borromemo

Changes in home prices As discussed above, generally, rising homesprare expected to positively
affect our results, particularly as it should résulgreater levels of re-performance of mortgaggnk, faster
refinancing of those mortgage loans, more re-ceptfiprincipal on greater than 100% LTV (loan-tdeeg
mortgage loans and increased recovery of the pahaf the mortgage loans upon sale of any REOvEmely,
declining real estate prices are expected to neggtaffect our results, particularly if the prisbould decline
below our purchase price for the loans and espgdiddorrowers determine that it is better to stgically
default as their equity in their homes decline. hiome prices have risen to nearly pre-Great Remetevels
in many parts of the United States, there aressghificant regions where values have not matgrintreased.
When we analyze loan and property acquisitions evaat take HPA into account except for rural prdipsrfor
which we model negative HPA related to our expémtadf worse than expected property condition. We
typically concentrate our investments in specifican geographic locations in which we expect stableetter
property markets, although we do not use any ajgirec expectation in the performance modeling.

Changes in market interest ratesWith respect to our business operations, irs@e interest rates, in
general, may over time cause: (1) the value ofhoartgage loan and MBS portfolio to decline; (2) gons on
our ARM and hybrid ARM mortgage loans and MBS tsete although on a delayed basis, to higher interes
rates; (3) prepayments on our mortgage loans ang ptBtfolio to slow, thereby slowing the amortizatiof oul
purchase premiums and the accretion of our puratiaseunts; (4) the interest expense associatddowuit
borrowings to increase; and (5) to the extent weranto interest rate swap agreements as paurafi@dging
strategy, the value of these agreements to incr€aseersely, decreases in interest rates, in gemaay over
time cause: (a) prepayments on our mortgage lodvBE portfolio to increase, thereby acceleratimey t
amortization of our purchase premiums and the doaref our purchase discounts; (b) the value of ou
mortgage loan and MBS portfolio to increase; (aypms on our ARM and hybrid ARM mortgage loans and
MBS to reset, although on a delayed basis, to lomterest rates; (d) the interest expense assdoidth our
borrowings to decrease; and (e) to the extent wer @mto interest rate swap agreements as panrdi@dging
strategy, the value of these agreements to decrease

Market conditions Due to the dramatic repricing of real estatetsduring the most recent financial ¢
and the continuing uncertainty in the direction andtinuing strength of the real estate marketsheleve a
void in the debt and equity capital available forasting in real estate has been created as nmzamycial
institutions, insurance companies, finance comsaanel fund managers face insolvency or have detedrd
reduce or discontinue investment in debt or equilgted to real estate. We believe the dislocatiotise
residential real estate market have resulted dr@sllt in an “over-correction” in the repricin§ real estate
assets, creating a potential opportunity for usataitalize on these market dislocations and capitial.

We believe that in spite of the continuing uncertaiarket environment for mortgage-related assatseit
market conditions offer potentially attractive isttiment opportunities for us, even in the face o$lkier and
more volatile market environment, as the depresselihg prices of our target assets have caused a
corresponding increase in available yields. We eithet market conditions will continue to impaato
operating results and will cause us to adjust muestment and financing strategies over time as new
opportunities emerge and risk profiles of our besgichange.

Critical Accounting Policies and Estimates

Certain of our critical accounting policies requinenagement to make estimates and assumptions that
affect the reported amounts of assets and liadslit the date of the consolidated financial states
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and the reported amounts of revenues and expensag the reporting period. Actual results coultfetifrom
those estimates. The Company considers signifiestithates to include expected cash flows from nageg
loans and fair value determinations. We believé @laf the decisions and assessments upon which o
consolidated financial statements are and will &geld were or will be reasonable at the time madedbapon
information available to us at that time. We halentified our most critical accounting policieshi® the
following:

Mortgage loans, net. Purchased mortgage loans are initially recoatetie purchase price at the time of
acquisition and are considered asset acquisittsmpart of the determination of the purchase pidcenortgage
loans, the Company uses a discounted cash flovatialumodel to model expected cash flows, and which
considers alternate loan resolution probabilitiesluding modification, liquidation or conversion teal estate
owned. Observable inputs to the model include ocdiirgerest rates, loan amounts, status of paynaerts
property types. Unobservable inputs to the modguide discount rates and loan resolution timelines.

Generally, the Company acquires loans at a discasstciated with some degree of credit impairnigm.
Company elects to aggregate certain pools of leatiiscommon risk characteristics and accrue intéresme
thereon at a composite interest rate, based orctatjimns of cash flows to be collected for the p&oipectation
of pool cash flow are reviewed quarterly. Adjustiseio a pool’s prospective composite interest oatan
allowance for impairment are made to the extensezlexpectations differ from original estimates.

For loans that do not qualify for pool aggregati@atment, including performing loans that are not
purchased at discounts resulting from credit-rell&sues, interest is recognized using the sinmpérest metho
on daily balances of the principal amount outstagdadjusted for the amortization or accretiorhef lban
premium or discount over the contractual life & tban.

Accrual of interest on individual loans is discowiiéd when management believes that, after consgleri
economic and business conditions and collectioorisffthe borrowes financial condition is such that collect
of interest is doubtful. Our policy is to stop adgog interest when a loan’s delinquency exceedda8G. All
interest accrued but not collected for loans thatpaced on non-accrual status or subsequenthgetaoff are
reversed against interest income. Income is sulesgiguecognized on the cash basis until, in mamege’s
judgment, the borrow’s ability to make periodic principal and intereayments returns and future payment:
reasonably assured, in which case the loan isnmeduto accrual status.

An individual loan is considered to be impaired whigased on current events and conditions, itdbaile
the Company will be unable to collect all amounie ¢both principal and interest) according to thetactual
terms of the loan agreement. Impaired loans aréedsat the present value of expected future castsf
discounted at the loan’s effective interest rdie,lbans market price, or the fair value of the collatéf#he loar
is collateral dependent.

For individual loans, a troubled debt restructuiim@ formal restructuring of a loan where, formmmic or
legal reasons related to the borrower’s finandféicdlties, a concession that would not otherwigeconsidered
is granted to the borrower. The concession mayréeted in various forms, including providing a belmarket
interest rate, a reduction in the loan balancecoruged interest, an extension of the maturity date,
combination of these. An individual loan that hasl la troubled debt restructuring is considerecetotpaired
and is subject to the relevant accounting for imgzhloans.

The allowance for loan losses is established thr@ugrovision for loan losses charged to expenges.
allowance is an amount that management believédevihdequate to absorb probable losses on existmg
that may become uncollectible, based on evaluatibiise collectability of loans.

Purchased non-performing loans that are accounteaksfindividual loans are recorded at fair valieich
is generally the purchase price. Interest incommedegnized on a cash basis and loan purchaseudisiso
accreted to income in proportion to the actualgpial paid. Loans are tested quarterly for impaintresnd
impairment reserves are recorded to the exterfathenarket value of the underlying collateral alelow net
book value.
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Residential properties. Property is recorded at cost if purchased, faiatvalue of the asset less estimated
selling costs if obtained through foreclosure byRm®perties acquired through foreclosure are gédigdreld as
long-term investments, but may eventually be heldshle. Property that is currently unoccupied actilzely
marketed for sale is classified as held-for-sateperty held-for-sale is carried at the lower o$toor fair market
value. Net unrealized losses are recognized thraugdiuation allowance by charges to income.

No depreciation or amortization expense is recaghtm properties held-for-sale, while holding cests
expensed as incurred. Rental property is propatyeld-for-sale. Rental properties are intendekettield as
long-term investments but may eventually be hetestde. Depreciation is provided for using theigtline
method over the estimated useful lives of the assethree to 27.5 years.

With respect to residential rental properties reltiHfor-sale, we perform an impairment analysisigsi
estimated cash flows if events or changes in cistantes indicate that the carrying value may beairagd, sucl
as prolonged vacancy, identification of materialfiverse legal or environmental factors, changespected
ownership period or a decline in market value taamount less than cost. This analysis is perforatdéde
property level. These cash flows are estimateddase number of assumptions that are subjectanagsic
and market uncertainties including, among othemahd for rental properties, competition for custm
changes in market rental rates, costs to operatepraperty and expected ownership periods.

If the carrying amount of a held-for-investmenteaexceeds the sum of its undiscounted future tipgra
and residual cash flows, an impairment loss isrd=xb for the difference between estimated fair eafithe
asset and the carrying amount. We generally esithatfair value of assets held for use by usinogdarpricing
opinions, or BPOs. In some instances, appraisafrimition may be available and is used in additioBROs.

We perform property renovations to maximize thaigadf property for our rental strategy. Such
expenditures are part of our initial investmenaiproperty and, therefore, are capitalized asqfdte basis of
the property. Subsequently, the residential prgpercluding any renovations that improve or extéma life of
the asset, are accounted for at cost. The cost isadépreciated using the straight-line method eneestimated
useful life of three to 27.5 years. Interest arftbotarrying costs incurred during the renovatieriqa are
capitalized until the property is ready for itseintled use. Expenditures for ordinary maintenandegpairs are
charged to expense as incurred.

Fair value of assets and liabilities.Fair value is defined as the price that woulddaeived to sell an asset
or paid to transfer a liability in an orderly traction between market participants at the measuredate. A fai
value hierarchy has been established which reqairemntity to maximize the use of observable inpuat$
minimize the use of unobservable inputs when maagtair value. The standard describes three leviiisputs
that may be used to measure fair value:

Level | —Quoted prices in active markets for identical &sse liabilities.

Level 2—Observable inputs other than Level 1 prices, sischuoted prices for similar assets and
liabilities; quoted prices in markets that are active; or other inputs that are observable ortean
corroborated by observable market data for subathnthe full term of the assets or liabilities.

Level 3—Unobservable inputs that are supported by littlea@market activity and that are significant to
the fair value of the assets or liabilities.

The degree of judgment utilized in measuring faiue generally correlates to the level of pricing
observability. Assets and liabilities with readilyailable active quoted prices or for which faitueacan be
measured from actively quoted prices generally nélte a higher degree of pricing observability anesser
degree of judgment utilized in measuring fair valdenversely, assets and liabilities rarely tradedot quoted
will generally have little or no pricing observatyiland a higher degree of judgment utilized in g fair
value. Pricing observability is impacted by a numtfefactors, including the type of asset or lidgpjlwhether it
is new to the market and not yet established, badaharacteristics specific to the transaction.
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Property held-for-sale is measured at cost at aitipri and subsequently measured at the lower sif@o
fair value less cost to sell on a nonrecurring$aghe fair value of property held-for-sale is gafig based on
estimated market prices from an independently pegpappraisal, an independent BPO, or management’s
judgment as to the selling price of similar projee:

Income Taxes The Company intends to elect REIT status uperfiting of its 2014 income tax return,
and has conducted its operations in order to gadisfl maintain eligibility for REIT status. Accondgjly, the
Company does not believe it will be subject to UeSleral income tax beginning in the year endecebdser 31
2014 on the portion of our REIT taxable income tbatistributed to our stockholders as long asaierdsset,
income and share ownership tests are met. If aféeting to be taxed as a REIT, the Company sulesgiyufails
to qualify as a REIT in any taxable year, it gelienaill not be permitted to qualify for treatmeas a REIT for
U.S. federal income tax purposes for the four texgbars following the year during which qualificat is lost.
The Company may also be subject to state or localme or franchise taxes.

Thetis TRS, and any other TRS that we form, wilshject to U.S. federal and state income taxes. On
January 13, 2015 we applied for a private letténgurom the Internal Revenue Service that woudldvaus to
exclude our proportionate share of gross incomm fitee Manager if we held our interest in the Mamadlgeugl
our operating partnership. If we receive such engylwe expect that we will hold our interest i tlanager
through our operating partnership, instead of tgholihetis TRS; however, there is no assurancesticit a
ruling will be issued. Deferred tax assets andiliieds are recognized for the future tax conseqeasrattributabl
to differences between the carrying amounts oftiexjsassets and liabilities and their respectixeb@ses.
Deferred tax assets and liabilities are measuried @hacted rates expected to apply to taxableneca the
years in which management expects those tempoiffeyethces to be recovered or settled. The effact o
deferred taxes of a change in tax rates is recegrizincome in the period in which the change osc8ubject
to our judgment, we reduce a deferred tax assatuajuation allowance if it is “more likely thantiithat some
or all of the deferred tax asset will not be readizTax laws are complex and subject to differstarpretations
by the taxpayer and respective governmental taxirtigorities. Significant judgment is required iralating ta
positions, and we recognize tax benefits onlyis inore likely than not that a tax position wi# bustained up¢
examination by the appropriate taxing authority.

The Company evaluates tax positions taken in itsalidated financial statements under the inteapicet
for accounting for uncertainty in income taxes.au®sult of this evaluation, the Company may retzega tax
benefit from an uncertain tax position only ifst‘more-likely-than-not'that the tax position will be sustained
examination by taxing authorities.

The Company'’s tax returns remain subject to exatisinand consequently, the tax positions takerhby t
Company may be subject to change.

Emerging Growth Company.Section 107 of the JOBS Act provides that anrging growth company cz
take advantage of the extended transition periodiged in Section 7(a)(2)(B) of the Securities Aat
complying with new or revised accounting standahd®ther words, an emerging growth company caaydile
adoption of certain accounting standards untiléhsiandards would otherwise apply to private corngsaiVe
have elected to take advantage of the benefitsi®ektended transition period. Our financial stetats may,
therefore, not be comparable to those of compaha&scomply with such new or revised accountingdsads.

Recent Accounting Pronouncement

Refer to the notes to our consolidated financetieshents for a description of relevant recent attiog
pronouncements.

Results of Operations for the Period from July 8, 214 (Commencement of Operations) through
September 30, 2014

We were formed on January 30, 2014 as a Marylarmqbcation and were capitalized on March 28, 201
our then sole stockholder, AspenYo. We commencedatipns upon the closing of the Original Private
Placement on July 8, 2014. Upon the closing ofQhiginal Private Placement, the Company used
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$48.8 million of the proceeds to acquire its initiortgage portfolio through the acquisition of 82fthe equity
interests in Little Ajax Il, LLC. Little Ajax Il wa an affiliated entity that acquired primarily rerforming
mortgage loans and a number of non-performing nagedoans in a series of transactions between Diearei)
2013 and July 7, 2014. In September, the Compamplaied a transaction to acquire the remainingésts in
this initial mortgage-related asset portfolio. Trensaction initially had Little Ajax 1l redeem tl82%
membership interest of the operating partnershigislyibuting to the operating partnership 82% lbf dtle
Ajax Il loans, participation interests and realgedy. The operating partnership then purchaseddsh the
remaining 18% interest in such real estate aseetafaggregate purchase price of approximatelyd$illion.
The operating partnership also purchased for gash Gregory, its 5% interest in the 43 loans inchhiittle
Ajax Il held a 95% participation interest for apyiroately $0.2 million.

Our results of operations for the period ended&eper 30, 2014 do not reflect a full quarter ofragiag
results. On average, the loans in the portfoli8egitember 30, 2014 were held for approximately af the
quarter. The results of operations for the periasented below are not indicative of our expectsdits in
future periods.

From inception through September 30, 2014, the Goypggregated a portfolio consisting primarily of
747 mortgage loans secured by single and one-toffmily residences with an aggregate UPB5&68.2
million, which includes the 5% interests in certlians, the acquisition of which was completed atadDer
2014, in which we had a 95% interest at Septembe2@L4. The Company acquired the loans in 15 actions
from different sellers at an aggregate purchasee i $117.8 million. Re-performing loans represented%$1
million UPB and a $112.5 million purchase price aot-performing loans represented $8.5 million WHPB a
$5.2 million purchase price. The purchase pricadgperforming loans and ngrerforming loans equaled 69.¢
and 64.4%, respectively, of the estimated markletevaf the underlying collateral.

As of September 30, 2014, the Company’s portfalimortgage-related assets consisted of the follgwin

Portfolio as of September 30, 201

No. of Loans 747 No. of Rental Propertie® 2
Total UPBYW $158,180,39 Market Value of Collaterz $144,90(
Interes-Bearing Balanc: $146,997,33 .
’ ’ Price/Market Val f

Deferred Balanc $11,183,06 rlcc;”ataerr; alue o 86.5 %
Market Value of Collatere® $169,374,15 -
Price/Total UPED 74.4% Gross Rent/Mont| $1,95(
Price/Market Value of OlISHREE o N

Collateral 69.5 % Market Value of Collatere $468,90I
Weighted Average Coupc 4.8€ %
Weighted Average LT\® 111%

(1) Information reflects the completion in October 2@f4he acquisition of 5% of the interests in certaans
in which the Company had a 95% ownership intereSeatember 30, 201

(2) As of acquisition date.

(3) UPB as of September 30, 2014 divided by marketevaficollateral as of acquisition date.

All UPB and market value amounts for the portfoléwe provided as of a “cut-off date” for each tet®n
unless otherwise indicated. The “cut-off date”daich acquisition is a date shortly before the ntpsised to
identify the final loans being purchased and thatee UPB, market value of underlying propertied ather
characteristics of the loans.
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Income

Our loan interest income was $2.3 million for tlegipd ended September 30, 2014, and our net income
attributable to common stockholders for the pervi@s $1.0 million, or $0.13 per diluted share. Otumpry
source of income is interest earned on our loatfgdar. Other income consists of the equity earsing our
Manager.

Management Fe

The Manager’s primary business is asset manageindtd.role as the Manager, the Manager incurs
indirect costs (e.g., payroll and overhead) relébeshanaging our business which are contractuallylursable
by us. The Manager allocates indirect costs tesua@urred by estimating the percentage of timatsfme our
benefit. We pay a quarterly base management fesdl@ms our stockholders’ equity and a quarterly mtige
management fee based on our cash distributionsrtstockholders. We paid the Manager a base fethéor
period ended September 30, 201456f4 million of which we paid half, or $0.2 millipin 14,621 shares of our
common stock issued at a price%i5.00 per share.

Loan Servicing Fe

Pursuant to the servicing agreement, we paid Gyeg@2 million for its servicing of our mortgageato
portfolio during the period.

Other Expense

Other expenses incurred during the period inclode kransaction expense, professional fees, di®cto
fees, and other general and administrative expefRseshe period ended September 30, 2014, in ggtge
these expenses totaled approximately $0.5 million.

Liquidity and Capital Resources

As of September 30, 2014, all of our invested edpitas in re-performing and non-performing loang W
also held approximately $23.8 million of cash aaditequivalents.

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committa¢o
repay borrowings, fund and maintain our assetsopedations, make distributions to our stockholders other
general business needs. Our primary sources ofteaghconsisted of proceeds from the Private Planesn\We
anticipate that our primary sources of cash irftitiere will generally consist of the net proceedsf this
offering, payments of principal and interest weefee on our loan portfolio, cash generated fronraens,
including rental payments from our REO and othat estate assets and profits we may earn fromatleeo$
REO, and unused borrowing capacity under our fimgnsources. Depending on market conditions, weetxp
that our primary sources of financing will inclugecuritizations, warehouse and credit facilitiesl@iding term
loans and revolving facilities), repurchase agragsand private and public equity and debt issumirce
addition to transaction or asset specific fundimgragements. We expect that these sources of fuitidse
sufficient to meet our short-term and long-ternuidity needs.

We use cash to purchase mortgage-related asgmy, pencipal and interest on any borrowings, make
distributions to our stockholders and fund operetio

On July 8, 2014, we used a portion of the procespisroximately $48.8 million of the net proceedsnf
the Original Private Placement to acquire ourahipiortfolio of mortgage-related assets by acqgiB2% of the
limited liability company interests of Little Ajabk from the REIT Institutional Investors and theffiliates.
Little Ajax Il owned a portfolio of mortgage-relat@assets consisting of 418 mortgage loans anditvgtes
family rental properties, which it acquired in aise of transactions from unaffiliated parties beuw
December 1, 2013 and July 7, 2014. The approxim&#8.8 million purchase price paid by us for thassets
equaled 82% ofa) the original capital contributions of all diet members of Little Ajax I, minus (b) all cash
distributions paid out to the members of Little Ajhprior to the closing date of the acquisitioftloe interests,
plus (c) an amount equal to all interest incomeirad by Little Ajax Il on its loans from the daiéacquisition
of the loan through the closing date, plus (d) moant equal to all
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earned discount received by Little Ajax Il on ib&hs from the date of acquisition of the loan tigiothe closing
date, plus (e) an amount equal to all accrued hpéid interest on loans owned directly by LittleAjl or in
which Little Ajax Il owned a participation interettat were not more than 60 days delinquent om&actual
basis, up to a maximum of 59 days of interest, mfiffijuan amount equal to all servicing fees paidwed to
Little Ajax Il in connection with its loans from ¢hdate of acquisition of the loan through the cigsiate.

In September 2014, we completed a transactiongoidcthe remaining interests in this initial mageg-
related asset portfolio. The transaction initidgd Little Ajax 1l redeem the 82% membership inséi our
operating partnership by distributing to the opgatapartnership 82% of all Little Ajax Il loans, phigipation
interests and real property. Our operating partigthen purchased for cash the remaining 18%esten such
real estate assets for an aggregate purchaseopapproximately $11.4 million. Our operating parship also
purchased for cash from Gregory its 5% intere#hén43 loans in which Little Ajax Il held a 95% peipation
interest for approximately $0.2 million.

In December 2014, we closed the Second PrivateeRiat of shares of our common stock and OP Units,
which resulted in net proceeds to us of approxim&té1.2 million. To date, we have used the prosesdhe
Private Placements to purchase re-performing anepeoforming loans, as described above. While wegsly
intend to hold our assets as long-term investmer@snay sell certain of our investments in ordemsmage our
interest rate risk and liquidity needs, meet otipmrating objectives and adapt to market conditi®dhe timing
and impact of future sales of investment securitfeeny, cannot be predicted with any certaintyncg we
expect that our assets will generally be finaneezlexpect that a significant portion of the procefrdm sales «
our assets (if any), prepayments and scheduledtaatton will be used to repay balances under marfcing
sources. On January 21, 2015, in order to sati&\REIT requirement that we have at least 100 btudkrs as
of January 30, 2015, we sold 5,250 shares of constumk to affiliated persons at a price%#5.00 per share,
the last price at which shares were sold to unatiitl purchasers in the Second Private Placeméadéember
2014, for an aggregate purchase pric&o8,750.

We have completed two securitizations since we cenu®d operations. The securitizations are strutture
as debt financings and not REMIC sales, and theslazcluded in the securitizations remain on thenGany’s
balance sheet. We have used the proceeds fromgbesstizations to acquire additional re-perforgnéand non-
performing loans. On October 7, 2014, our opergtiagnership as seller entered into a securitinat@nsactior
pursuant to Rule 144A under the Securities Act pbal of seasoned, performing and non-performingigage
loans primarily secured by first liens on one-tosféamily residential properties. Ajax Mortgage InoBrust
2014-A issued $61 million in securities consistaigh45 million 4.00% Class A Notes, $8 million 5.1934
Class B-1 Notes, $8 million 5.19344% Class B-2 Nawrd a $20.4 million Trust Certificate. Nomura Bées
International, Inc. acted as initial purchaser platted the Class A Notes. The Class B Notes ackbyebur
operating partnership and the Trust Certificatadgisby the trust and the beneficial ownership eftthst are
retained by Great Ajax Funding LLC as the deposittie Class A Notes are senior, sequential pagdfrate
notes. The Class B Notes are subordinate, sequpatiafixed rate notes, with the Class B-2 Notgsosdinate
to the Class B-1 Notes. If the Class A Notes hatdoren redeemed by the payment date in Septerfh@&rd?
otherwise paid in full by that date, an amount étp#he aggregate interest payment amount thatiadcand
would otherwise be paid to the Class B-1 and tles<B-2 Notes will be paid as principal to the €ladNotes
on that date and each subsequent payment datehen@llass A Notes are paid in full. After the Gl@sNotes
are paid in full, the Class B-1 and Class B-2 Netilsresume receiving their respective interesgrpant
amounts and any interest that accrued but wasaidttp the Class B Notes while the Class A Notesewe
outstanding. The holder of the Trust Certificaterisitled to receive the assets and any remaimmouats in the
trust after the Class A Notes and Class B Notes haen paid in full.

On November 19, 2014, our operating partnershigelier entered into a securitization transactiorspant
to Rule 144A of a pool of seasoned, performing mmig-performing mortgage loans primarily secureditsy
liens on one-to-four family residential properti@gax Mortgage Loan Trust 2014-B issued $68.7 willin
securities, consisting of approximately $41.2 miilin 3.85% Class A Notes due 2054, $13.7 millidz6%
Class B-1 Notes due 2054, and $13.7 million 5.2986<B-2 Notes due 2054 and a $22.9 million Trust
Certificate. Nomura Securities International, lacted as initial purchaser and placed
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the Class A Notes. The Class B Notes are held bpperating partnership and the Trust Certificagaiéd by
the trust and the beneficial ownership of the teustretained by Great Ajax Funding LLC as the dépn The
Class A Notes are senior, sequential pay, fixeel mates. The Class B Notes are subordinate, séglueay,
fixed rate notes, with the Class B-2 Notes subatgio the Class B-1 Notes. If the Class A Note et been
redeemed by the payment date in October 2018 erwibe paid in full by that date, an amount eqoahe
aggregate interest payment amount that accruedvanldl otherwise be paid to the Class B-1 and tlees<B-2
Notes will be paid as principal to the Class A Noba that date until the Class A Notes are pafdlinAfter the
Class A Notes are paid in full, the Class B-1 atas€B-2 Notes will resume receiving their respecinterest
payment amounts and any interest that accrued &sihet paid to the Class B Notes while the Cladiotes
were outstanding. The holder of the Trust Certtfida entitled to receive the assets and any réntaamounts
in the trust after the Class A Notes and Class Bdlbave been paid in full.

On November 25, 2014, the Company entered intparchase facility pursuant to which a newly formed
Delaware statutory trust wholly owned by the OpatpPartnership as the “Seller” will acquire poofs
mortgage loans that are primarily secured by fiesis on one-to-four family residential propertfeam its
affiliates and/or third party sellers. These loafilsbe sold from time to time by the Operating ®&rship to the
Seller. Pursuant to the Master Repurchase AgreeftientMRA”), these mortgage loans, together wightain
other property of the Seller, will be sold by thedl& to Nomura Corporate Funding Americas, LLOhirtme to
time pursuant to one or more transactions, notediog $100 million, with a simultaneous agreementhe
Seller to repurchase such mortgage loans and ptbperty. The obligations of the Seller are guaredtby the
Operating Partnership. Repurchases under thistjacdrry interest calculated based on a spreashémonth
LIBOR and fixed for the term of the borrowing. Tperchase price for each mortgage loan or REO isrgdly
equal to 65% of the acquisition price for such aes¢he then current BPO for the asset. The diffee between
the market value of the asset and the amount akfnerchase agreement is the amount of equity we inathe
position and is intended to provide the lender sprno¢ection against fluctuations of value in théateral and/a
the failure by us to repay the borrowing at mayurfthe facility termination date is November 24120

Gregory will service these mortgage loans and B Rroperties pursuant to the terms of a servicing
agreement by and among the Servicer, the Selléd, Rifid each other REO Subsidiary party theretm fime
to time, which servicing agreement has the samedad expenses terms as the Company’s serviciegmagnt
described under “Certain Relationships and RelBttly Transactions—Gregory Servicing Agreement& Th
Operating Partnership as Guarantor will providéhtoBuyer a limited guaranty of certain losses iirexi by the
Buyer in connection with certain events and/or3leler’s obligations under the MLPA, following thesach of
certain covenants by the Seller or an REO Subsidédated to their status as a special purposéyettie
occurrence of certain bad acts by the Seller Battie occurrence of certain insolvency evente®f3eller or a
REO Subsidiary or other events specified in ther@uig. As security for its obligations under thea@anty, the
Guarantor will pledge the Trust Certificate reprdggy the Guarantor's 100% beneficial interesthia Seller.

We are not required by our investment guidelinemaintain any specific debt-to-equity ratio, and we
believe that the appropriate leverage for the paleir assets we hold depends on the credit quadityrisk of
those assets, as well as the general availabiliyterms of stable and reliable financing for thassets.

We may declare dividends based on, among othegghour earnings, our financial condition, our wogk
capital needs, new opportunities, and distributgguirements imposed on REITs. The declaratiorividiends
to our stockholders and the amount of such divideard at the discretion of our board of direct@ns.
November 12, 2014, we declared a dividen $0.08 per share, which was paid on December 4 £91
stockholders of record as of November 21, 2014J&mary 16, 2015, we declared a dividen&@f16 per
share, which was paid on January 30, 2015 to stddkhs of record as of January 13, 2015.

We believe that our capital resources will be sigfit to enable us to meet anticipated short-tarchlang-
term liquidity requirements.

Off-Balance Sheet Arrangement

We do not have any relationships with unconsold&tatities or financial partnerships, such as iestit
often referred to as structured finance or spguigbose entities, which would have been establishethe
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purpose of facilitating off-balance sheet arrangetmer other contractually narrow or limited purgsskFurther,
we have not guaranteed any obligations of uncauatad entities nor do we have any commitment @ninto
provide funding to any such entities. As such, weeret materially exposed to any market, credjyitiity or
financing risk that could arise if we had engagedlich relationships.

Inflation

Virtually all of our assets and liabilities areengst-rate sensitive in nature. As a result, istaes and
other factors influence our performance far mor¢éhem does inflation. Changes in interest ratesato
necessarily correlate with inflation rates or ctesgn inflation rates. Our activities and balanteet are
measured with reference to historical cost andmmharket value without considering inflation.

Quantitative and Qualitative Disclosures About Market Risk

The primary components of our market risk are egldb real estate risk, interest rate risk, premaymisk
and credit risk. We seek to actively manage theseother risks and to acquire and hold assets@sthat we
believe justify bearing those risks, and to mamtzpital levels consistent with those risks.

Real Estate Ris

Residential property values are subject to votatdnd may be affected adversely by a number abfac
including, but not limited to, national, regionalcalocal economic conditions (which may be adveraéfiected
by industry slowdowns and other factors); local estate conditions (such as an oversupply of mgsi
construction quality, age and design; demogra@ttofs; and retroactive changes to building orlaintiodes.
Decreases in property values could cause us terdoffses.

Interest Rate Ris

We expect to continue to securitize our whole Ipartfolios, primarily as a financing tool, when
economically efficient to create long-term, fixede, non-recourse financing with moderate leveradpe
retaining one or more tranches of the subordina& Mo created. Interest rates are highly sendiiveany
factors, including governmental monetary and talicigs, domestic and international economic andtipal
considerations and other factors beyond our carfieanges in interest rates may affect the faueaff the
mortgage loans and real estate underlying ourgao$fas well as our financing interest rate expens

We believe that a rising interest rate environnoentd have a positive net effect on our operattorthe
extent we will own rental real property or seelsédl real property. Rising interest rates coulcibeompanied
inflation and higher household incomes which gelhecarrelate closely to higher rent levels andpedy
values. Even if our interest and operating experisesat the same rate as rents, our operating poafid still
increase. Despite our beliefs, it is possible thatvalue of our real estate assets and our netnecould declin
in a rising interest rate environment to the extbat our real estate assets are financed withiriipaate debt ar
there is no accompanying increase in rental yielgroperty values.

We currently do not intend to hedge the risk asgediwith the mortgage loans and real estate widgrl
our portfolios. However, we may undertake risk gation activities with respect to our debt finaminterest
rate obligations. We expect that our debt financimay at times be based on a floating rate of istaralculated
on a fixed spread over the relevant index, as ated by the particular financing arrangement. gagicantly
rising interest rate environment could have an emtveffect on the cost of our financing. To miteyttis risk,
we may use derivative financial instruments sucintesest rate swaps and interest rate options ieffart to
reduce the variability of earnings caused by chamgé¢he interest rates we pay on our debt.

These derivative transactions will be entered gatiely for risk management purposes, not for inmesit
purposes. When undertaken, these derivative ingimtsrikely will expose us to certain risks suctpase and
interest rate fluctuations, timing risk, volatilitigk, credit risk, counterparty risk and changethee liquidity of
markets. Therefore, although we expect to trarisabiese derivative instruments purely for risk mgement,
they may not adequately protect us from fluctuaionour financing interest rate obligations.
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Prepayment Ris

Prepayment risk is the risk of change, whethenarease or a decrease, in the rate at which pahisip
returned in respect of the mortgage loans we with @as well as the mortgage loans underlying oaimet
MBS, including both through voluntary prepaymentd ¢ghrough liquidations due to defaults and forsates.
This rate of prepayment is affected by a varietfacfors, including the prevailing level of intereates as well
as economic, demographic, tax, social, legal ahdrdactors. Prepayment rates, besides being dubjeterest
rates and borrower behavior, are also substantfficted by government policy and regulation. Gfeanin
prepayment rates will have varying effects on tiffeigint types of assets in our portfolio. We atpero take
these effects into account. We will generally passhre-performing, sub-performing and non-perfogmirans
at significant discounts from UPB and underlyinggerty values. An increase in prepayments woulélacate
the repayment of the discount and lead to incregidd on our assets while also causing re-investmisk that
we can find additional assets with the same intened return levels. A decrease in prepayments avikely
have the opposite effects.

Credit Risk

We are subject to credit risk in connection with assets. While we will engage in diligence on &sae
will acquire, such due diligence may not reveabélhe risks associated with such assets and oageneal
other weaknesses in such assets, which could E&mlmisprice acquisitions. Property values argestibo
volatility and may be affected adversely by a nundfdactors, including, but not limited to, nat&linregional
and local economic conditions (which may be advem#ected by industry slowdowns and other fagtdiecal
real estate conditions (such as an oversupply w$ihg), changes or continued weakness in spenifigstry
segments, construction quality, age and designpdeaphic factors and retroactive changes to bugldin
similar codes.

There are many reasons borrowers will fail to payuding but not limited to, in the case of resitkdn
mortgage loans, reductions in personal incomelgs® and personal events such as divorce or he@tiems,
and in the case of commercial mortgage loans, teduim market rents and occupancies and poor ptppe
management services by borrowers. We will relytenServicer to mitigate our risk. Such mitigatiéfoes may
include loan modifications and prompt foreclosund property liquidation following a default. If afficient
number of re-performing borrowers default, our hessaf operations will suffer and we may not beeetol pay
our own financing costs.
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BUSINESS

Overview

Great Ajax Corp. is a Maryland corporation thatuses primarily on acquiring, investing in and mang@
portfolio of re-performing and non-performing matge loans secured by single-family residencestaral,
lesser extent, single-family properties. We alsest in loans secured by multi-family residentiadia
commercial mixed use retail/residential propertéssyell as in the properties directly. The muatinfly and
commercial mixedise properties generally have loan values of gpproximately $5 million. We refer to the
as “smaller commercial properties.” We commencegtaions on July 8, 2014. In July and August 2084 w
closed the Original Private Placement that resuttetet proceeds to us of approximately $128.4iomillIn
December 2014, we closed the Second Private Platemigich resulted in net proceeds to us of appnexely
$41.2 million. Through January 31, 2015, we hawaed mortgage loans and other mortgage-relateetas
with an aggregate UPB of approximately $321.1 onilliwWe are organized and operated in a mannerdeteto
allow us to qualify as a REIT.

Our primary strategy is to acquire, own and manmaggerforming, sub-performing and non-performing
mortgage loans, which are serviced by Gregory FagntlLC, our affiliated servicer. We seek to acquians at
significant discounts to our estimates of the valfithe underlying real estate and of the UPB eflttan. Unlike
other loan acquirers, who often rely on poolednestés in analyzing and pricing portfolios, our Mgeauses
proprietary models and data developed by its aféil to evaluate individual assets and to helpméte cities,
neighborhoods and properties that it believesexifierience HPA. These proprietary analytics hapatsfor
economic and demographic data that include chaingasgemployment rates, median household incomes,
housing starts, crime rates, education, elect@diqgipation and other variables that we beliewesely correlate
to property values. The proprietary models pregliobabilistic future cash flows for each loan wels®
acquire. Factors affecting our cash flow projediorciude resolution method, resolution timelireetlosure
costs, rehabilitation costs and eviction costs. ddtabase for these proprietary models contairskasure
timelines on an individual county basis and, in ednstances, also on an individual judge basisbélieve that
these proprietary models permit us to acquire l@dmsices we and the Manager believe represeiscauht to
UPB and current property values in non-auction pases.

We generally securitize our mortgage loans andrrsizbordinated securities from our securitizatiof'e
also hold REO acquired upon the foreclosure orratbtlement of our owned non-performing loans. We
anticipate our REO will consist principally of slegfamily homes, although we also may own smaller
commercial properties. Our resolution methods aitered to each loan, based on our Servicer’s lgetai
analytics, and include, among others, loan modificaforbearance agreements, foreclosure, shtariasal
deed-in-lieu of foreclosure. In the event of foostire, our Manager determines, in part based oimfibienation
obtained from the Servicer regarding historicalezignce, whether to seek to sell any REO assétdimg
offering mortgage financing to the purchaser, dndtl the REO as a rental property. We may consloicte of
these activities through a TRS. As part of ourdgre¢ed approach, the Servicer focuses on undeistprdch
borrower’s situation and working closely with thertower to determine the most appropriate resaiuiio both
parties. We believe that purchasing re-performaodp-performing and non-performing mortgage loans at
significant discounts to UPB and underlying propeslues, as well as working, through Gregory,upport
continuing or new payments by borrowers, will allag/to achieve our targeted returns. However tifac
results differ from our assumptions, particulaflthie value of the underlying properties were tordase
significantly, we may not achieve our targeted metu

We are externally managed by Thetis Asset Managehi&®, an Aspen Capital-affiliated entity. Our
mortgage loans and other real estate assets afeegstby Gregory Funding LLC, a subsidiary of Aspére
own a 19.8% equity interest in our Manager. In &didj our Manager and the Servicer own in the aggpe
347,954 shares of our common stock. We believethiese ownership interests, combined with our ga§iblo
of the base management fee to our Manager in shhoes common stock, align our Manager's interegth
our interests and those of our stockholders. See Manager and the Management Agreement—Management
Fees.”

We believe that we will benefit from the strategiasployed by Aspen, Gregory and our Manager. Since
their inception in 2004, Aspen and Gregory havesssfully competed in the residential loan and ertyp
markets based on their ability to evaluate, acqui@nage and service loans on an individual basis
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rather than on a pooled basis. Using proprietagyysios and data tracking, our Manager and Grebame the
ability to evaluate large numbers of loans effitigndetermine individual valuations and develogaletion and
cash flow paths. Consistent with Aspen’s past ergtid| asset acquisitions and our recent opergtisadelieve
that we will be able to purchase loans throughgtely negotiated transactions rather than in tlti@umarket.
Since January 1, 2012 through December 31, 20%t,9026 of Aspen’s acquisitions have been through
privately negotiated transactions.

The Aspen Capital Companies

The Aspen Capital group was founded in 1995 anddes primarily on residential and commercial
mortgage loans and real properties, as well asedstd corporate securities, and hospitality imvests and
management. Aspen management and affiliates haredezuritizing residential mortgage loans andnigig
interests in their own securitizations as well agifg, servicing and managing real estate assetadoe than 1
years. We discuss the professional experience oftraes of the management team under “Management—
Directors, Executive Officers and Key Employeesspan Yo LLC, its residential real estate group yaes
non-performing and re-performing mortgage loanwels as foreclosed properties. From January 1, 2012
through December 31, 2014, Aspen and its affiliatepuired loans totaling approximately $661.3 willtotal
UPB, consisting of 3,063 mortgage loans in 124 sgpdaransactions, with the underlying real edtatated
throughout the United States. Over 90% of suchiattopns were purchased through privately negodiate
transactions rather than auctions. The averagédasecprice was 70.7% of UPB and 70.2% of propeatye/for
re-performing loans, and 52.2% of UPB and 57.5%roperty value for non-performing loans. Many césh
assets are located in specifically targeted gedigdpcations. The commercial real estate group plgchases
performing and non-performing commercial real estafns and noperforming construction loans and provi
senior, mezzanine and equity financing. The tyfiGaisaction size ranges from $1 to $20 million.

Manager Experience

Since 2009 through December 31, 2014, the manageds®n of our Manager, on behalf of Aspen Capital,
has invested more than $500.2 million in more tBA192 residential assets, including the assetsiiportfolio,
with an aggregate UPB and REO market value at ¢ifymrchase or conversion of approximately $841.6
million:

($ in thousands)

Original
Market
Original Value
Residential UPB of of Assets
Asset Loans Purchased Capital
Purchase Year Count Purchased as REO Invested®
2009 99 $ 27,073,90 $ 969,00 $ 9,650,00!
2010 161 31,822,06. 240,00( 13,160,00
2011 46¢ 116,030,07 — 42,140,84
2012 25¢ 72,522,67 498,00( 33,392,50
2013 1,331 255,239,72 — 175,155,33
2014 1,47:  337,226,95 —  226,750,66

3,79z  $839,915,38 $1,707,000 $500,249,33

(1) Includes total invested capital for the transaditirat closed prior to 2014. For 2014 transactiins the
purchase price wired to the sellers without acdagrfor transactio-related costs

(2) Includes 1,340 mortgage loans owned by us at Deeefith 2014 for which the aggregate original UPB
was $304,516,485 and our purchase price was $28,0974.

Aspen Capital's overall portfolios of loans andpedies may differ significantly from the mortgageans
we may acquire in terms of interest rates, prifdiaéances, geographic distribution, types of proes, lien
priority, origination and underwriting criteria, dother possibly relevant characteristics. In
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addition, Aspen Capital’s past performance is ndidative of future results and its results wereaahieved by
a public company (subject to legal and regulatemeases) nor by an entity organized as a REIT. IReste
necessarily reflective of particular market coradis and current and future market conditions and@ic
factors beyond management’s control, which mayeéutsire results to vary.

The Servicel

Gregory was formed by the members of our Managegsagement team to service “high-touch” assets,
which are loans that require substantial and aatisezaction with the borrower for modification ather
resolution. These loans are to less creditworthydveers or for properties the value of which hasrdased and
are more expensive to service because they reqpaire frequent interaction with customers and greate
monitoring and oversight. Gregory, or its whollymed subsidiary, is licensed to service loans istalles in
which it does business and has unsupervised Tillitgagee authorization from the FHA. Gregoryijter
wholly owned subsidiary, is also a licensed morégkegder in 20 states, and currently has mortgaaye |
origination staff who are licensed in 11 of thotses. Gregory also has a joint marketing relatignwith a
federal savings bank in which Aspen holds a migadnterest. These resources will allow Gregoryacilfate
third party mortgage financing, which we then caquare, to many of the purchasers of REO that Wlérssuch
states with no or minimal additional cost to us.oA®ecember 31, 2014, Gregory, for our accoustown
account and for affiliated entities comprised prifiyaof third-party investors, services a portfotié residential
and commercial mortgage loans and REO througheut/tiited States with UPB and REO principal balasfce
approximately $627.5 million.

The following table sets forth the Servicer’s seing portfolio of residential mortgage loans andgarties
as of December 31, 2014, including our assets.SEmeicers overall portfolio of loans and properties mayeti
significantly from the mortgage loans we may aogirirterms of interest rates, principal balancesggaphic
distribution, types of properties, lien priorityrigination and underwriting criteria, prior servigeerformance
and other possibly relevant characteristics. Fopgses of the following table, residential mortgéggns that
are re-performing but have not been modified atdneated as contractually current:

GREGORY FUNDING LLC SERVICING PORTFOLIO
As of December 31, 2014

% by
Principal Principal
No. of Loans Balance ($) Balance
Current Loans 1,19¢ $247,063,41 39.3t %
Delinquent Loans
30-59 Days 19¢ 36,665,78 23.61%
60-89 Days 13:¢ 25,400,98 16.3:%
90 Days or More 432 93,243,73 60.0¢ %
Total Delinquent Loans 761 155,310,50 24.75%
Foreclosures/Bankruptcies
Foreclosures 477 126,244,31 68.6€ %
Bankruptcies 287 57,635,17. 31.3¢%
Total Foreclosures/Bankruptcies 764 183,879,48 29.31%
Real Estate Owned* 264 41,200,98 6.57%
TOTAL PORTFOLIO® 2,98 $627,454,38 100.0(%

*  UPB as of date of conversion or acquisit

(1) Includes 1,340 mortgage loans owned by us at DeeeBth 2014 with an aggregate UPB of $304,516,485.
See “—Our Portfolio” for the status of loans agpeforming, sub-performing and non-performing loans
As of December 31, 2014, 113 of these mortgageslagare in foreclosure and 244 were in bankruptcy.
Also includes 15 REO properties owned by us at Bdses 31, 2014.
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Our Manager and the Servicer are located in separamises in the same building and share IT ressur
which should lead to more effective oversight by Blanager. We also believe this close collaboratvihlead
to better communication among our Manager, theiGarand us and greater ability by our Managertaed
Servicer to enhance IT systems and upgrade armiytth desired features, which should enable oundder
and the Servicer to determine the optimal resahustoategy for each loan more quickly. Our Manager
communicates an initial pool level strategy to $eevicer and hosts a training session to reviewritigs and
optimal solutions. During the training session, Blamager can discuss any exceptions found duriagltie
diligence process and provide guidance to the 8eran addressing any issues effectively. In aafulitd
training sessions and informal discussions, bottiggameet weekly to review individual modificatioequests.
Every employee of our Manager is very familiar walhfunctions of the Servicer, which allows thesmtonitor
performance at a granular level to maximize indigidasset returns.

The Servicer must comply with a wide array of Ueleral, state and local laws and regulations that
regulate, among other things, the manner in whiskrvices our mortgage loans and manages oupreaérty
in accordance with the servicing agreement, indgdecent CFPB mortgage servicing regulations pigated
pursuant to the Dodd-Frank Act. These laws andlatigns cover a wide range of topics. The laws and
regulations are complex and vary greatly amongstates and localities. In addition, these lawsragdlations
often contain vague standards or requirements,hwhigke compliance efforts challenging. From timérte,
the Servicer may become party to certain regulatayiries or proceedings, which, even if unrelatethe
residential mortgage servicing operation, may teaswddverse findings, fines, penalties or otheeasments and
may affect adversely the Servicer’s reputation.&@mple, in 2012, in connection with its actistas a
mortgage lender, and not its residential mortga&geicng business, the Servicer consented to ajikdia
“cease and desist” order issued by the Oregon Brapat of Consumer and Business Services, Divisfon o
Finance and Corporate Securities, relating to dsele forms for twelve loan files for the periodrfr 2005 to
2008. The Servicer agreed to pay a civil penalt$®®,000 of which $10,000 was suspended in exchiomge
continuing compliance.

Market Opportunity

The U.S. Federal Reserve estimates that as of 8bpte30, 2014, there was approximately $9.855amill
of mortgage loans outstanding on U.S. one-to-familfy residential properties and approximately $268llion
of mortgage loans outstanding on U.S. multi-famégidential properties.

While housing starts increased in 2014 over 28 number of building permits issued in the thivduger
of 2014 indicates that starts may be leveling offdingle-family homes (an increase of 2% comp#retie
second quarter). Construction starts on single{fahuimes were up 5% from the previous quarter gn€%
from the third quarter of 2013, they remain sigrdfitly below historical levels. In addition to teseling of
housing starts, a persistent price gap exists lmtwewly built homes and existing homes with safexisting
homes showing improvements while sales of new hamaesnued to lag in the third quarter of 2014.
Furthermore, HUD has noted that the listed inveasoof new and of existing homes at the end ok#w®nd
quarter 2014 would support 5.8 months and 5.5 neméspectively, of sales at the current sales, petuiée
historical average supply of homes on the marké&tdsnonths.
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Monthly Housing Starts: New Privately Owned HousingUnits Started
(Sept. 1959-Sept. 2014)
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Source: U.S Department of Commerce—Census Bureau

In addition to fewer housing starts, a persisteitiepgap exists between newly built homes and iexjst
homes. While new homes are almost always are nxpengive, on average, than their older comparatias,
gap has widened since the last recession.

The MBA estimates that, primarily due to risingeirgst rates, and, to a lesser extent, new regylator
requirements, such as the QM rules and the ATR Rydemented by the CFPB, total one-to-four family
mortgage loan originations (including both purchased refinance transactions) will decrease frond $lllion
in 2013 to $1.1 trillion in 2014.

Secular and cyclical trends are prompting a sigaift realignment within the mortgage sector. Thiesels
and their effects include:

» continuing sales of residential mortgage adsgtsanks and other mortgage lenders due to elevated
operating costs resulting from new regulatory regqaents, delinquencies and impairments;

» the continuing decline in home ownership thahwersely, has increased the demand for singlelfami
and multi-family residential rental properties as$ociated rents;

» the dislocations in the residential mortgagenloggination market and the limited availabilitfy o
financing for non-GSE mortgages since 2008, whimelmade qualifying for a mortgage loan more
difficult. These factors, combined with shiftingrdegraphic trends and the need for families pushed
out of their homes through foreclosure or the iligtio continue to pay their mortgage loans, are
driving increased demand for loan modifications}4@&SE mortgage financing and sindigenily renta
properties;

» the changing regulatory landscape, leadingeadiduction of the government’s role in, and tharre
of private capital, including non-bank participaritsthe housing finance market; some of the cheinge
have begun to be implemented, as evidenced bygthiening of conforming loan limits and increases
in guarantee fees; and

« unemployment remaining relatively high, un@enployment continuing to be a concern and real 8
continuing to be stagnant, which means that thigyabf borrowers to continue to pay their existing
mortgage loans will likely remain under pressure.

The current market landscape is also generatingappertunities in residential mortgage-related wehol
loan strategies. The origination of subprime amerahtive residential mortgage loans has dramétidaklined
since 2008 and the new QM and ATR Rule requiremeittslso put pressure on
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new originations. Additionally, many banks and ottimrtgage lenders have increased their creditiarals and
down payment requirements for originating new loans

The combination of these factors has also resuitedsignificant number of families that cannot lifyao
obtain new residential mortgage loans. We beliexe 0.S. federal regulations addressing “qualifieattgages”
based, among other factors on employment statbstaéncome level, impaired credit history or laak
savings, will continue to limit mortgage loan asaaility from traditional mortgage lenders. In adutit, we
believe that many homeowners displaced by foreckbosuwho either cannot afford to own or cannot be
approved for a mortgage will prefer to live in dvamily rental properties with similar characttics and
amenities to owned homes as well as smaller martidfy residential properties. In certain demogragireas,
new households are being formed at a rate thatesdhe new homes being added to the market, wréch
believe favors future demand for non-federally gméged mortgage financing for single-family and léena
multi-family rental properties. For all these reasowe believe that demand for single-family analgsn multi-
family rental properties will increase in the neaim and remain at heightened levels in the foadsdeduture.

We expect the availability of pools of re-perforgisub-performing and non-performing loans, prapsrt
in foreclosure and REO to increase and remain tdvaver the next several years. The single famiytgage
delinquency rate at September 30, 2014 is 6.98&6rding to the Federal Reserve Board. Overall mousi
values have rebounded since 2012; however, Coreffoga leading global property information, analytind
data-enabled services provider, has reported pgmabaimately 5.1 million homes, or 10.3% of allidential
properties with a mortgage, were in a negativetjposas of the end of the third quarter 2014. Niegatquity,
often referred to as “underwater” or “upside dowmgans that borrowers owe more on their mortgdgas t
their homes are worth. Negative equity can occaabse of a decline in value, an increase in moetgkeipt or a
combination of both. For the homes in negative tgcgtatus, the national aggregate value of negatinity was
$338 billion at the end of the third quarter of 2p@own $10.2 billion from approximately $348 hilhi at the
end of the second quarter 2014. In addition, Caiel® reports that of the 44.6 million residential projees witt
equity, approximately 9.4 million have less tha®@6quity. Borrowers with less than 20% equity, mefé to as
“under-equitied,” may have a more difficult timdinancing their existing home or obtaining new ficang to
sell and buy another home due to underwriting caitgs. Under-equitied mortgages accounted for%So0all
residential properties with a mortgage nationwitdéhie third quarter of 2014, with more than 1.3lionil
residential properties at less than 5% equity rreeto as near-negative equity. Properties tlehaar-negative
equity are considered at risk if home prices falitther, a portion of the 800,000 borrowers witl laterest
rates under the HAMP for the past five years wéljim seeing mortgage payment increases in 2014er&ign
their interest rates will increase by one percenfamjnt each year until their rate equals the @yeB90-year,
fixed-rate mortgage rate at the time of modificati®1% of HAMP borrowers have already missed atlene
payment, and we believe that wages and home pgraesnot improved enough for many of these borrewieer
afford the monthly payment increase. In June aqde®aber 2014, the FHA held note sales under thed3sed
Asset Stabilization Program of 2014, or DASP, a$ g@iga broad effort by the FHA to decrease losses
market and sell non-performing loans in bulk. Fertsuch sales are expected. In addition, in Jul¥2Breddie
Mac sold $659 million of non-performing loans, damath Fannie Mae and Freddie Mac have indicatedttiest
will have ongoing non-performing loan sales progsayning forward.

We also believe that banks and other mortgage terig®/e strengthened their capital bases and are mo
aggressively foreclosing on delinquent borrowersatling these loans to dispose of their inventory.
Additionally, many non-performing loan buyers amnninterested in reducing their investment duratiad
have begun selling re-performing loans.

We also believe there are significant attractiwesiment opportunities in the smaller commerciattgeage
loan and property markets. We focus on densely lptgniurban areas where we expect positive economic
change based on certain demographic, economicceaial statistical data. The primary lenders for Benanulti-
family and mixed retail/residential properties acenmunity banks and not regional and national bamkslarge
institutional lenders. We believe the primary lersdend loan purchasers are less interested in #sssts
because they typically require significant commedrand residential mortgage credit and underwriérgertise,
special servicing capability and active propertynagement. It is also
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more difficult to create the large pools that thesmary banks, lenders and portfolio acquirersagity desire.
Many community banks also remain under financial mgulatory pressure since the financial crisis @ nov
beginning to sell smaller commercial mortgage lcamproperty values have begun to increase.

Strategy

We are continuing the opportunistic strategy dgyetbby our Manager's management team at Aspen in a
REIT structure that we believe will provide us axé capital and allow us to compete for moreiaamt
investment opportunities in the evolving mortgagekets. This strategy enables us to generate ttramirrent
yields and risk-adjusted total returns for our klmdders. We intend to distribute substantiallyadlbur REIT
taxable income to our stockholders in accordantie applicable REIT qualification requirements. Gtrategy
consists of:

«  focusing our investments primarily in loans seduby single-family residences with opportunistic
mortgage or direct investment in smaller commerngiaperties, such as smaller mixaske commercii
facilities with ground floor retail units and resittes above them;

»  constructing and owning a portfolio of re-penfing, sub-performing and non-performing mortgage
loans at significant discounts to UPB and undedyinoperty values;

* concentrating our investments in geographicsreities and neighborhoods with certain demog@phi
and economic trends and attributes;

» working, through Gregory, to (1) support the tiowed performance of re-performing loans;
(2) convert a portion of our sub-performing and 4penforming loans to performing status;
(3) determine optimal loss mitigation strategy areaset-by-asset basis for remaining loans; and
(4) manage the process and timelines for converntimgperforming loans to sale or rental REO,
including potentially offering financing to REO minasers;

*  when economically efficient, securitizing ourfeeming and re-performing whole loan portfolios to
create long-term, fixed rate, non-recourse finagycwhile retaining one or more tranches of any
subordinated securities we may create; and

»  opportunistically mitigating our interest ratedaprepayment risk by using a variety of hedging
instruments.

We believe that purchasing re-performing, sub-periog and norperforming mortgage loans at signific
discounts to UPB and underlying property valuesyel as working, through Gregory, to support couing or
new payments by borrowers, will allow us to achieue targeted returns. However, if actual resuffedfrom
our assumptions, particularly if the value of timelerlying properties were to decrease significantly may not
achieve our targeted returns.

We price each loan portfolio on a loan-by-loan asid focus on the acquisition of loans with the
underlying property located in or in close proxiyrid urban centers where we believe that HPA witpace the
national market. While we expect to purchase lomt®nwide, we target urban centers (including dbns
populated suburbs) because we believe that araisiaig number of families and young professionad$eprto
live in areas that are in close proximity to emph@nt centers, public transportation and retail ather
amenities that are typically more common in sugasywhich provides greater potential for HPA. Bgulsing
on urban centers and targeted densely populateatsue are able to more efficiently manage outfpls and
scale our high-touch loan servicing platform.

Gregory has compiled data that suggests that HRA/agy significantly from neighborhood to
neighborhood even within the same city. Our prdgrieanalytics include inputs for economic and dgraphic
data that includes unemployment rates, housingsstaime rates, education, electoral participadind other
variables that we believe closely correlate to propvalues. These analytics help us determines;iti
neighborhoods and properties that we believe wpkeience HPA.

We seek to build clusters of loans backed by caiédtin certain markets. These markets includeabeino
limited to, Phoenix, Arizona; Los Angeles and Saedo, California; Miami, Ft. Lauderdale, West Pd&each,
Orlando and Tampa, Florida; Atlanta, Georgia; Chicdllinois; New York and New Jersey metropolitea;
Dallas and Houston, Texas; and Maryland and Viegivéar Washington, DC. In
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addition to its experienced servicing staff, Grgguais contracted with local experts in areas wheservices a
significant number of loans that provide local amerket intelligence, monitor properties and camagge
rehabilitation projects for REO or repairs for @rmroperties. We believe having affiliated locaperts and a
centralized management team provides us a conveetitivantage and leads to more informed decisiddnga
and better execution.

Based on the experience of our Manager's manageteamt we believe that acquiring re-performing,-sub
performing and non-performing mortgage loans veifluit in higher risk-adjusted returns and proviges cost
advantage over other real property acquisition bk such as foreclosure auctions and REO aciquisit

We believe that buying ngerforming loans is more efficient and lower risk acquiring REO rentze
directly because the net cash flow from the regraring loans is typically greater than rent cashwfl
less expenses. Re-performing loans are purchasesigwificant discount from UPB and underlying
property value, but the borrower pays interesthenftill UPB, leading to a higher current yield. The
borrower is also responsible for property taxesyiance and maintenance, which are all costshbat t
owner of the REO would otherwise have to pay. lditamh, to the extent that the UPB exceeds the
home’s value, the lender will benefit from all HRAtil such time as the home price exceeds the UPB
plus any arrearages and expenses. While the rettine mortgage loan owner is thus capped, there is
also risk mitigation if the REO value decreasesil time value is less than the price the lended fai

the loan.

The histories of distressed mortgage loans oftewige more insight into the likelihood of defauiah
acquiring newly originated mortgage loans, whicbustl allow our Manager to model default risk and
price acquisitions more accurately.

If a re-performing loan becomes a non-performoan, or we purchase a non-performing loan, which
is typically purchased at a deeper discount thgreréorming loans, we, through the Servicer, have a
number of ways to mitigate our loss. These losggatibn techniques include working with the
borrower to achieve performance, including throogidification of the mortgage loan terms as we
short sale, assisted deed-in-lieu of forecloswssisted deed-for-lease, foreclosure and other loss
mitigation activities. With each REO acquired, vesess the best potential return, typically either
through rental, sale with carryback financing, vihiee believe will increase the potential pool of
purchasers, or sale without our financing the paseh

We believe that we will be able to purchase gege loans at lower prices than REO properties
because sellers of such loans will be able to apaidng the costs typically associated with safes o
real estate, whether single-family residences @llemcommercial properties, such as broker
commissions and closing costs of up to 10% of gpogseeds of the sale. We believe this will
motivate the sellers to accept a lower price ferrdyperforming, sub-performing and non-performing
loans than they would if selling REO directly.

We believe there are fewer participants in th@erforming, sub-performing and non-performingiloa
marketplace than in the foreclosure auction andrd®EO acquisition channels due to the large dize o
portfolios offered for sale on an “all or none” [&and the required operational infrastructure and
expertise involved in servicing loans and managingle-family rental properties across various
states. Additionally, as the acquirer of loans take the risk of delays in the foreclosure prodess
non-performing loans. We intend to focus on smadtasls of mortgage loan assets that we analyze on
a loan-byloan basis. We believe that we will be able to aggte these smaller pools, often at a gr
discount than would be available for larger pode believe the relatively lower level of competitio
for re-performing, sub-performing and non-perforgnioans, particularly in smaller pools, provides
buyers with the opportunity for a higher discouaterrelative to the foreclosure auction and otHe®I
acquisition channels and therefore a relativelydioeost to acquire REO.

We use proprietary models to predict probabilisitare cash flows for each loan. Factors affectingcasl
flow projections include resolution method, resminttimeline, foreclosure costs, rehabilitation tscend
eviction costs. We value each portfolio on a logddan and property-by-property basis and
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generate cash flow projections as if each non-paifig loan was foreclosed and resolved accordirtheo
expected resolution method. Some of the varialdesd are the specific location of the underlyingperty, loan-
to-value ratio, property age and condition, chaauge rate of change of borrower credit rating, s@ng notes,
interest rate, monthly payment amount and neighdmmttrents. For loan pool acquisitions, we targed-a18%
return, without taking into account or giving effés any borrowings, which we refer to as an unlegeeturn.
We forecast the relative likelihood of each resolumethod—foreclosure, deed-in-lieu, short salé @mtal—
for non-performing loans. For sub-performing andqening pool acquisitions, we analyze each loarrée
default probability, loan-to-value ratio, intereate and structure of the loan and the likely netsamh method in
the event the loan stops performing. Each sub-peifgy and re-performing loan is analyzed througthltzo
performing and non-performing path.

Our comprehensive loan and property history databasd data tracking lead to a deep understandiogr
markets. This understanding, coupled with our lterga relationships with loan sellers, allows ugptochase
loans at significant discounts to UPB and currenpprty values. Our database contains foreclosmedites on
an individual county basis and in some instandss, @n an individual judge basis. In addition tealetion
timeline data, we track data by state, MSA (Metlid@n Statistical Area) and zip code basis regaydinme
rates, education, electoral participation and ottaeiables that we believe closely correlate withgerty values.

Our strategy is adaptable to changing market enmients, subject to compliance with the income ahdr
tests that will allow us to qualify and maintainr qualification as a REIT for U.S. federal incorag purposes
and to maintain our exclusion from regulation asnaestment company under the Investment ComparnyAsc
a result, our acquisition and management decisidlhsepend on prevailing market conditions, and tangeted
investments may vary over time in response to ntadeeditions. We may change our strategy and gslici
without a vote of our stockholders. Moreover, alifjo our independent directors will periodically iesv our
investment guidelines and our portfolio, they galtgmwill not review particular proposed asset asiions or
asset management decisions. See “—Investment Gadel

Competitive Strengths

We believe our Manager’s and the Servicer's intiegtalatform, which allow us to acquire, financelch
and, through our Manager and the Servicer, manageervice whole loans and the REO that resulta fro
foreclosure on non-performing mortgage loans withieliance on third-party servicers, positions el o
respond opportunistically in a variety of marketiesnments. We believe the following competitiveesigths
differentiate us from our competitors:

» Flexible and Adaptable Resolution Strategy—The past nearly ten years of market volatility has
given our management team the experience, back&tdgory’s extensive integrated loan servicing
and real estate management platform, to assesegsmohnd to changes in our targeted real estate
markets to optimize the return to our stockholdéfe.use a variety of asset optimization strategies
including loan modifications, forbearance agreemamid property sale, rental or lease options to
maximize the value of our ownership of re-perforgnioans, non-performing loans and the REO we
obtain from foreclosure based on our assessmeheaiptimal return.

»  Strong Sourcing Relationships—Our Manager, the Servicer and their affiliatesehaxtensive
networks for sourcing investment opportunities tigto relationships with money center, regional, and
community banks as well as large and small privatetgage loan owners and servicers throughot
country. These networks and relationships will jilews with opportunities to acquire our targeted
assets in negotiated transactions rather thandghrauctions and often in pools specifically careat
for our primary geographic investment priorities.

»  Affiliated Servicer with Extensive Integrated Mortgage Loan Servicing and Real Estate
Management Platform—The Servicer was built specifically to maximizduain the types of “high-
touch” assets that we acquire. The Servicer haxg@rienced mortgage servicing and real estate
management personnel throughout the country. tigrftary software platform was developed in-
house specifically to handle distressed, sub-peiftg and re-performing mortgage loans and it
enables the servicing representatives to haveealissary tools and information
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available to resolve borrower interaction efficlgrand effectively. The Servicer has eight full-6m
software development personnel ensuring the quatityreliability of these proprietary analytics and
models. The Servicer is focused on understandiagplecific situation of each borrower so that our
Manager will be informed and able to tailor an apiate resolution for both parties. The Servicer’s
personnel also have many years of experience magpn&§O throughout the country and maintaining
compliance with ever-changing regulatory requireteen

»  Customized Loan Origination and Underwriting —When we determine to sell a particular REO
asset, through our Servicer, we have the capabilitgrtain states to underwrite and offer mortgage
financing to the purchaser. We rely on Gregory-slépth knowledge of the properties when we
facilitate financing in connection with a sale gb@perty through an unaffiliated lender. Unlikenamo
traditional lenders, which base their underwriprgmarily on the FICG® credit risk score, Gregory
focuses on the borrower’s cash flow and residuzdrime after satisfaction of monthly requirements,
including the expenses for any dependents, employstability and the ability to make a cash down
payment. We may then choose to purchase the loarbalieve that our ability to facilitate financing
tailored to the particular borrower provides anotioel to maximize our return by converting REO to
long-term significant net yield generating assets.

»  Significant Experience of Our Manager—Each executive on our Manager’'s team has more2fBan
years’ experience investing in, analyzing, perfargnilue diligence, originating, restructuring,
servicing, managing and/or marketing mortgage [wantfolios and securitizations. Our Manager is
supported by approximately eight mortgage and sinyiprofessionals at the Servicer. We believe our
Manager and its resources provide a significanaathge to us and contribute to the strength of our
business and enhance the quantity and qualityvestment opportunities available to us.

e Our Manager’s Interests are Closely Aligned with Ou and Our Stockholders’ Interests—We
own 19.8% of the voting and economic interestsuinManager, and we will pay 50% of the base
management fee to our Manager in shares of our amstock with the value based on the higher of
the most recently reported book value or markeiezalf our common stock. Our incentive fee is b
on cash dividends from taxable earnings in exckas 8.0% hurdle rate. We believe our structure
aligns our Manager’s interests with our interesid ereates incentives for our Manager to seek to
maximize value for our stockholders. In additiony Manager and the Servicer own an aggregate of
347,954 of our shares of common stock, and thstfititional equity owners own an aggregate of
4,132,863 shares of our common stock (including B28lof OP units purchased by one such investor
that are redeemable on a 1-for-1 basis into stedresr common stock).

Our Portfolio

We acquire, invest in and manage a portfolio oftgage loan assets as well as single-family andlsmal
commercial properties. We focus on acquiring andiog/ re-performing, sub-performing and non-perforgni
mortgage loans and subordinated MBS securities Gormown securitizations. We also hold REO acquinedn
the foreclosure or other settlement of our ownedperforming loans or that we acquire in the market
principally single-family homes although we mayoatavn smaller commercial properties. We will asshes
allocation of investments across asset classesyithith asset classes, based on the risk-adjustative value
of each asset and the overall contribution of emdet to the anticipated performance of our investrportfolio
and the value to be added to our investment patfaldditional factors that may affect the allocatiof our
investments include profiles of borrowers, geogiajpind demographic information, security, structure
seniority, credit enhancement, and legal matteus.ivestment allocation expectations in the fi'dtmonths
following this offering and subsequently are subjeacchange based on market changes and our ags#ssim
the factors described above. See also “—Finandiraegly and Leverage.”
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As of January 31, 2015, our portfolio of mortgagtated assets consisted of the following:
Portfolio as of January 31, 201t

1,44¢ No. of Rental Propertie 3
No. of Loans® Market Value of Collaterz $366,90C
Total UPB $321,133,15 Capital Investe 289,954
Interes-Bearing Balanc: $299,932,87 Price/Market Value of
@ $ Collateral 79.0%
Deferred Balanc - 21,200,28 Y — $3,800
Market Value of Collateré $332,302,08
69.C Other REC 18
Price/Total UPE®) % Market Value of Collaterz!) $3,009,50
Price/Market Value of 67.7
Collateral %
5.0€
Weighted Average Coupc® %
114
Weighted Average LT\®) %
Remaining Term (as of 295.k
1/31/2015)
1,43¢

No. of first liens

15
No. of second lien

(1) Information reflects 1 loan in which we hold a 4@.5eneficial interest through a wholly owned sulasid
24 loans in which we have a 95% participation iegeand are owned by the Servicer because neither w
nor our subsidiaries have the necessary licenseariain states and 39 loans that closed in Fep2Gik5

with a total UPB 0f$8.62 million.

(2) Amounts that have been deferred in connection avittan modification on which interest does not aecr
These amounts generally become payable at theofimeturity.

(3) As of date of acquisition.

(4) Our loan portfolio consists of fixed rate (53.8%d4#B), ARM (28.8% of UPB) and Hybrid ARM (17.4%
of UPB) mortgage loans with original terms to maguof not more than 40 years.

(5) UPB as of January 31, 2015 divided by market vafumllateral as of date of acquisition.

We closely monitor the status of our mortgage ldaressess when a re-performing loan (one on wdtich
least four of the most recent seven consecutivetithopayments, or the full dollar amount thereayé been
made) becomes sub-performing (at least one buthessfour payments in the last seven months) vared
versa, and we, through our services, work withlmrrowers to improve their payment records. The Qamy
has not experienced material write downs or impait® on the mortgage loans it has purchased dince i
commenced operations in July 2014. As of Januar2@15, of the 1,449 loans in our portfolio, 62.4%re re-
performing loans, 10.5% were sub-performing loams 27.1% were non-performing loans. The followitgut
shows the percentages of our portfolio, based @ poice paid, represented by non-performing lpanb-
performing loans and re-performing loans at JanGan2015.



Non-Performing
Loans
27.1%

Re-Performing
Loans
62.4%

Sub-Performing

Loans
10.5%
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and percentages thereof for the assets acquiredghrJanuary 31, 2015 identified above:

Gregory is the holder of record for assets in Giegiiinois, Kentucky and Missouri because neittver nol
our operating partnership holds the necessarydicémhold those assets directly in such stategddy sells a
95% participation interest in the assets to ousglidries in exchange for 95% of the purchase gdc¢he
assets to be purchased by Gregory, which payfiédbalance of such assets.

The following table sets forth the years in whichr mortgage loans were originated based upon UPB:

Years of Origination

Mortgage Loan Origination at January 31, 201t

Percentage of UPI

Prior to 1990
1990-2000
2001-2005
2006-2008
After 2008

0.2%
1.7%
20.8%
70.£%
6.4%

The following table identifies the mortgage loaysskate, number of loans, loan value and collateahle

Assets By State As of January 31, 20:

% of % of
Collateral Collateral Collateral Collateral
Loan % of Value ($) Loan % of Value (3$)

State Count UPB ($) UPB @ Value State Count UPB ($) UPB @ Value
FL 351 80,507,61 25.1% 73,289,86 22.1% IN 17 1,732,36: 0.E% 2,043,75! 0.€%
CA 14z 47,815,88 14.¢% 48,227,11 145%  WI 12 1,670,99 0.E% 1,790,50 0.5%
NY 105 32,817,57 10.2% 41,312,20 12.4% uT 9 1,556,55 0.E% 1,880,00 0.€%
NJ 87 28,776,88 9.C% 27,665,66 8.2% MO* 12 1,444,47 04% 1,375,87 0.4%
MD 68 18,465,27 5.6% 19,770,28 5.£% DC 6 1,432,04. 04% 2,677,000 0.€%
IL* 65 13,252,97 41% 11,729,72 3.5% RI 6 1,175,72 04% 1,218,66 0.4%
AZ 44 10,584,78 3.2% 8,883,24 2.7% MS 8 831,67¢ 0.3% 885,00( 0.2%
MA 3€ 10,456,76 3.2% 11,141,00 34% LA 8 778,34« 0.2% 902,90( 0.2%
TX 79 8,237,28! 2.€% 11,983,11 3.€% MN 5 587,12: 0.2% 660,00( 0.2%
GA* 54  7,779,86: 24% 7,347,49. 22%  KY* 5 554,73 0.2% 643,00( 0.2%
VA 29 5,957,75! 1.£% 6,469,08 1.€% DE 3 474,17 0.1% 567,49¢ 0.2%
OR** 12 5,119,43. 1€% 6,475,551 1.€% KS 4 372,08: 0.1% 337,501 0.1%
PA 61 5,103,26! 1.€% 6,467,00 1.£% OK 5 369,75( 0.1% 388,00( 0.1%
OH 4C  4,374,11 1.4% 4,728,71 1.4% AR 3 362,72 0.1% 466,00( 0.1%
NC 31 3,336,57! 1.C% 3,321,00. 1.C% ID B 357,21 0.1% 630,00( 0.2%
Ml 22 3,023,59 0.£% 3,263,46! 1.L% WV 3 354,02: 0.1% 287,001 0.1%
AL 14 3,005,78 0.£% 2,718,80! 0.£% 1A 4 293,82 0.1% 279,40( 0.1%
WA 15 2,960,75. 0.€% 3,033,50! 0% PR 1 293,47! 0.1% 370,00( 0.1%
CT 1C  2,695,29 0.€%  2,935,50! 0% NH 1 239,18l 0.1% 539,00( 0.2%
NV 13 2,661,68 0.6% 2,028,50! 0.6% SD 1 217,90( 0.1% 229,90( 0.1%
HI 2,337,74 0.7% 3,746,40! 1.1% NE 2 171,77 0.1% 183,00( 0.1%
co 11 2,299,95 0.7% 2,584,90! 0.6% ME 1 141,96! 0.C% 160,00( 0.C%
TN 2C 2,025,101 0.€% 2,568,001 0.6% MT 1 135,17: ﬂ % 215,00( ﬂ %
SC 14 1,989,90 0.€% 1,883,00! 0.€%  Total 144¢ 321,133,15 100.(% 332,302,08 100.(%

*%

@)

Information reflects 24 loans in which we hav@5%6 participation interest and are owned by thwiSer

because neither we nor our subsidiaries have tbeseary licenses in certain states.

Information reflects 1 loan in which we hold a #8.5eneficial interest through a wholly owned suiasid

As of date of acquisition.

As of January 31, 2015, ten mortgage loans, reptiese0.54% of our UPB, had been repaid.
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Potential Acquisition Opportunities

Our Manager and its affiliates are regularly présénvith opportunities to acquire loan pools artteot
mortgage assets. As of February 2, 2015, our Maridgetified and was actively evaluating 16 potaithan
pool acquisitions that our Manager has determiaftdr a preliminary evaluation, fall within our iestment
strategy. These potential acquisition opportunitiesiot include the loans identified under “Uséobceedshor
any of the loans identified in the portfolio antiated to be acquired by January 31, 2015 as ghtdbove and
under “Business—Our Portfolio.” These loan poolgeha total UPB of approximately $1.4 billion, of ich
73.5% of the UPB comprises a combination of sulfepeting and re-performing loans and 26.5% of thd8UP
comprises non-performing loans. We have not entieteca definitive agreement with respect to anyhese
loan pools, and there is no assurance that weentillr into a definitive agreement relating to ahthese loan
pools or any loans in a loan pool or, if such areament is executed, that we will actually closedbquisition.
In addition, we expect a continuous flow of potehte-performing loan acquisition opportunitiesrfro
participants in the ongoing non-performing loaresgirograms held by the FHA, Fannie Mae and Frdddiz
We believe purchasers of these loan pools wilhiberésted in recognizing short-term gains and grdigjuidity
by selling re-performing loans from those poolsatttition, our Manager and its affiliates provideltiple
potential bidders with pricing information for sjfiezsubsets of those non-performing pools, whicbvides
those bidders with better pricing and gives usreatiaccess to those loan pool subsets if anyosktbidders ai
successful.

Additional Investments

Set forth below is a description of the asset elags which we expect to make additional investment

Residential Mortgage Loar

Residential mortgage loans are loans secured lyledemily residential real properties. We generallgue
our residential mortgage loan acquisition efforigtee purchase of loan portfolios that are firshJisingle-
family fixed rate mortgage loans, ARMs and HybriBMs with original terms to maturity of not more th40
years and that are either fully amortizing or ateriest-only for up to ten years, and fully amantizthereafter.
While we expect to focus on older distressed mgedaans, we will have the ability to invest in hew
originated mortgage loans. In most cases, the la@ngurchase will be re-performing (i.e., previguséfaulted
loans that have been modified and under which titver is currently performing for some periodiaie),
sub-performing (which involve late or partial paywteor that are not fully non-performing) and rgerforming

Commercial Mortgage Loar

We also expect to acquire commercial mortgage Isanared by smaller unit multifamily residencesiol
are considered commercial mortgage loans, as weliraller mixed use retail/residential propertigsch will
generally have property values of less than $5anillAs with the single-family residential mortgagans, we
will have the ability to invest in newly originatedortgage loans, but we currently expect to focuslder
distressed mortgage loans.

REO and Other Real Proper

We will acquire individual real properties primarthrough workouts of existing loans and forecleson
defaulted loans as well as, to a much lesser exgenthases from original owners. These propewidgonsist
of single-family residential properties, smallerltifamily residences and commercial mixed use
retail/residential properties, such as smaller ceneial facilities with ground floor retail units dmesidences
above them. We may acquire on an opportunisticshamitfolios of residential single-family and mfimily
properties throughout the United States.

Investment Proces:

Our underwriting process for acquiring re-perforgyiaub-performing and non-performing loan portfslio
relies on extensive research and analysis of tigett@ortfolio’s loan and borrower characteristiosderlying
property values, document integrity, local process®d timelines, and the use of

98




TABLE OF CONTENTS

our proprietary models to determine probabilistitufe cash flows and returns from various resatutio
methodologies. Factors affecting our cash flowgetipns and related pricing include, but are nuotitéd to,
property location, property age and condition, kesan method, resolution timeline, foreclosuretsps
rehabilitation costs, eviction costs, neighborhoents, changes and rate of change of borrowertaaiigs and
targeted return. We value every portfolio on a lbgroan and property-by-property basis.

We generate and analyze multiple models that eteathe following:

* loan cash flows as if every non-performing l@&foreclosed and also using deterministic resotuti
outcomes; and

» re-performing loans with riskased cash flows and pricing based on paymentrjsime series crec
scores, geography, effective loan-to-value ratikslihood of prepayment and predictive re-default
probabilities.

For pool acquisitions, we target a 10—-18% unleveeéatn. For non-performing loans, we forecast the
relative likelihood of each resolution method—fdostire, deed in lieu, short sale and rental. Fbrogrforming
and re-performing pool acquisitions, we analyzendaan for re-default probability and resolutionthea. Each
sub-performing and re-performing loan is analyzedugh both a performing and non-performing path.

Purchase prices generally are at a significanbdiscto UPB and current property value, based ihgaat
least two unaffiliated broker price opinions foreey property. Employees and agents of our Managguéntly
visit the exteriors of properties prior to compbetiof due diligence and the information from suidity is
incorporated into final loan pricing negotiationghwthe seller.

We estimate our resolution timelines using a cotdm of proprietary data, modeling and historical
trends. Our analysis of the resolution or forectegimeline for a mortgage loan is based on iteohysto date
with added time cushion. We have developed a ratatstbase of foreclosure timelines on an individoainty
basis and in some instances, on an individual jlrdgs. We also use statistical models to deterthime
expected modification success probability and ttpeeted short sale success probabilities. We hawxi@nsiv
due diligence process to validate data consisteamyracy and compliance and perform documenttarut t
party lien reviews on all loan files.

The most important factors in analyzing re-perfargnioans are the level and duration of continued re
performance, the potential for HPA, prevailing net& rates and the potential for economic growththe
availability of financing for the borrower. For ngerforming loans, the most important factors hedxpected
time to either rgperformance or foreclosure, the condition of thed peoperty, the potential for HPA, whether
property is located in an urban or rural area #éddtual geographic location and relative costsaafing versus
renting the property. The analysis of all mortglugm and REO acquisitions is also affected by thpply of
existing housing and rate of housing starts asdrigbnstruction costs, particularly if replacemeust is greater
than market price, can slow the rate of startsraawd housing inventory and lead to rising rentadsatlative to
mortgage payments. We evaluate geographic locptionties based on many different factors and data
including, but not limited to, employment rates ahe local mismatch between employment rates andihg
supply, demographic shifts, cost of new construtsmcial services, education, crime and votingigipation
rates.
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The following graphic outlines the process the Mgaragenerally uses for assessing re-performing
(including sub-performing) and non-performing polits investment opportunities:

100% review of property valuations through BPO
review, statistical analysis and property visits

v )
Re-Performing Loans | Non-Performing Loans |
Analyze loan, borrower and \|/ \l’
document characteristics to Analyze loan and borrower Analvze effectiveness of loss
determine re-default, re- characteristics for short sale or Srlniti ation Drocess
modification and performance modification probability & P
probabilities |
I
g v J J
Dstemmine expectsd Determine cash Estimate risk based . . Estimate future
cash flows for Estimate risk based e
) flows from re- expected foreclosure timelines
continued payment p . short sale net - -
- . default path through re-performing yield using proprietary
probability and yield . : proceeds
. NPL analysis to average life model
to average life
I

Estimate expected
yield to average life
on carry-back
financing sale

Estimate expected
gross and net rental
yield

Due Diligence I
» Review title to validate lien position [
» Identify any other existing liens including tax liens, municipal liens, HOA dues etc. I
» Evaluate compliance with laws at origination including RESPA and TILA :
» Analyze completeness of collateral files I
» Analyze servicer comments for outstanding litigation, pending settlement offers, property damage, etc. .. I

|

Gregory Funding—Loan Servicing and Loan Resolution; Property Managment

Gregory Funding LLC, and in California, its subsigi, Gregory Funding Inc., sister entities with our
Manager and indirect subsidiaries of Aspen, semigemortgage loans, MBS, REO and other real esttets.
Gregory is licensed to service loans or exempt flioensing in all states in which it does businé&segory is
also an approved servicer for the FHA and the VAegery and itsubsidiary have approximately 47 employ:
agents and independent contractors in nine statggged in servicing mortgage loans and propertyageament
and is licensed in every state in which licensmgequired for such activities.

The Servicer will employ various loan resolutionthwelologies with respect to our residential mortgag
loans, including loan modification, collateral regmn and collateral disposition. To help us aghieur
business objective, the Servicer will focus ongupporting the continuing performance of our refgrening
loans; (2) converting a portion of our sub-perfarghand non-performing loans to performing status; )
managing the foreclosure process and timelineseipect to the remainder of those loans.

Our preferred resolution methodology is typicatiichuse the sub-performing and non-performing lé@ans
re-perform. Following a period of continued perfamae, we expect many borrowers will refinance theses
with us or other lenders at or near the estimagdaevof the underlying property, potentially gerieigattractive
returns for us. We believe loan re-performancefedld by refinancing generates near-term cash flpvesjides
the highest possible stable economic outcome fandss a socially responsible business strategsiuse it
keeps more families in their homes. In certainwitstances, we may also consider selling these mewly
performing loans. However, based on historical eéepee, we expect that many of our non-performing
residential mortgage loans will enter into
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foreclosure, ultimately becoming REO that we casdd on our analysis of risk-adjusted returns, sftéin
while offering purchase money mortgage financimg;anvert into rental properties. If a REO propattes not
meet our investment criteria, we expect the Sentwengage in REO liquidation and short sale ses to
dispose of the property and generate cash forestment in other acquisitions. We believe thatroultifaceted
resolution approach will generally create optintabte returns, as all loans and REO may not be abierno a
single resolution strategy. To avoid the 100% prided transaction tax on the sale of dealer prgpgsrta REIT,
we intend to dispose of any asset that may bectles held “primarily for sale to customers in dhdinary
course of a trade or business” by contributingediiry the asset to a TRS prior to marketing treetfor sale.

The Servicer collects and remits mortgage loan gas) responds to borrower inquiries, accounts for
principal and interest, holds custodial and esdiowds for payment of property taxes and insurameenjums,
counsel or otherwise work with delinquent borrowstgpervises foreclosures and property dispositiots
generally administers the loans. In return for ¢hesrvicing functions, we pay servicing fees toSkevicer
equal to specified percentages of the outstandipgid principal balance of the loans being servivéd are
entitled to other forms of servicing compensati@ather than the Servicer, such as late paymenbdifivation
fees and any prepayment penalties payable by bersowBervicing compensation also includes inténesime,
or the “float,” earned on collections that are d&feal in various custodial accounts between thesieipt and the
scheduled or contractual distribution of the fut@vestors. Generally, the Servicer does not adea
delinquent monthly payments of interest or printipaespect of mortgage loans but will be obligbte make
certain servicing advances. The compensation payabus to the Servicer for servicing mortgage $oan
described in more detail under “Certain Relatiopstand Related Party Transactions—Gregory Servicing
Agreement.”

The Servicer also services the mortgage loans lyinigthe MBS we create and sell to investors pansu
to customary agreements.

Under the servicing agreement, the Servicer alsviges property management, lease management and
renovation management services associated witfettigoroperties we acquire upon conversion of nagtg
loans that we will own or that we acquire direathyd assists in finding third party finacing for bymroperties.
The compensation payable by us to the Servicanforaging our REO is described in more detail uh@ertair
Relationships and Related Party Transactions—Gyegervicing Agreement.”

Gregory is licensed to originate loans in 11 stedas has relationships with lenders in most osteges,
and we rely on its in-depth knowledge of the prtipsrin the underwriting process. Unlike more ttiadial
mortgage lenders who base their underwriting priiman the FICO® credit risk score, Gregory focusesthe
borrower’s cash flow and residual income afters$atition of monthly requirements, including the exges for
any dependents, employment stability and the gltditmake a cash down payment. We believe thaaliliy to
offer financing through Gregory and its relatioqshiailored to the particular borrower that is lmgya property
from us provides another tool to optimize our retas it can effectively convert an REO into a Idaegn high
net yielding asset. In the typical transaction,gérg would work with an unaffiliated lender to futite loan tha
we would then purchase from the lender. We belafering carryback financing to borrowers with stgocash
flow is often times a more attractive alternatisérhmediate liquidation as we are able to attragtesater
number of potential buyers and can charge higherast rates on total outstanding UPB. Through @neg
origination capacity, we may also acquire a smathher of newly originated smaller commercial proyper
mortgage loans. Gregory receives no additional @rsation from us for originating REO sale finanaimg
other loans that we acquire.

Investment Guidelines

All of our investment activities are conducted hy Manager on our behalf pursuant to the management
agreement. Our principal objective is to gener#ttactive risk-adjusted returns for our stockhotdever the
long-term through dividends and capital apprecratio

Our board of directors has adopted an investmdiypdesigned to facilitate the management of apitl
and assets and the maintenance of an investmefilimoprofile that meets our objectives. The inwaent
policy will help the board of directors oversee efforts to achieve a return on assets consistéhtour
business objectives and to maintain adequate ltguio meet any financial covenants and regulahcas
requirements.
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Our Manager has established an internal investomnmittee, consisting of Messrs. Mendelsohn and
Schaub and three other Aspen investment profedsierperienced in residential and/or smaller conemaéreal
estate investments. Any purchase of re-perfornsn;performing or noperforming residential mortgage lo¢
or of properties will be analyzed by the capitarkess group of our Manager and presented in wriitem to its
investment committee for approval prior to purch&er Manager’s investment committee’s role isdbia
accordance with the investment policy and guidsliagproved by our board of directors for the inwestt of
our capital. The investment committee may, withmwubte of our stockholders, consider any investment
including investments in re-performing, sub-perforgy non-performing and, as appropriate, performing
residential and smaller commercial mortgage loemssistent with our investment policy. We may alsquire
single-family homes, smaller multi-family resideattproperties and smaller mixed use retail/resident
properties either upon foreclosure or other settlgnof our owned non-performing loans or in the keéand
opportunistically either sell such REO, includirffeaing mortgage loans to the purchasers, or teREO for
the short or long term.

Our Manager’s investment committee is authorizefitance our investment positions through repurehas
agreements, warehouse lines of credit, securitiaitl and other financing arrangements provided such
agreements are negotiated with counterparties apgroy the investment committee. Our Manager betigwis
critical to structure any financing facilities tmysificantly limit the risk to our business fromlifag collateral
values and margin calls. We intend to fund our taasguisitions with non-recourse securitizationsv/rich the
underlying collateral is not marked-to-market an@mploy repurchase agreements only for the pémiadich
we are aggregating assets prior to securitizatiohvéithout the obligation to mark to market the eriging
collateral to the extent available. We may alsogeeolr interest rate exposure on our financingiiets throug!
the use of interest rate swaps, forwards, futunelsogotions, subject to prior approval from the steeent
committee.

Our board of directors has adopted the followinditohal investment guidelines:

» investments and acquisitions that exceed 15&up&quity from time to time must be approved kg th
Investment Supervisory Committee of our board céators;

* noinvestment shall be made that would cauge fal to qualify as a REIT for U.S. federal incem
tax purposes;

* noinvestment shall be made that would cauge be regulated as an investment company under the
Investment Company Act;

» our assets will be invested within our targesteds, as described elsewhere in this prospectds; an

« until appropriate investments can be identifigd,may pay off short-term debt or invest the peatse
of any offering in interest-bearing, short-terméstments, including funds that are consistent with
gualifying and maintaining our qualification as BIR.

Our investment policy and guidelines may be chariged time to time by our board of directors withou
the approval of our stockholders.

Broad Investment Policy Risk

Our investment policy is very broad and, thereforg, Manager has great latitude in determiningypes
of assets that are appropriate investments farsugiell as the individual investment decisionghim future, our
Manager may make investments on our behalf witletawates of return than those anticipated undeenur
market conditions and/or may make investments grilater risks to achieve those anticipated retiuns.boart
of directors will periodically review our investmigoolicy and guidelines and our investment portfddit will
not review or approve each proposed investmentubwanager unless it falls outside our previougpraved
investment policy or constitutes a related padynsaction. In conducting periodic reviews, our dazfrdirector:
will rely primarily on information provided to itypour Manager. Transactions entered into by ourdgan may
be costly, difficult or impossible to unwind by thime they are reviewed by our board of directors.

In addition, we may change our business strategyirarestment policy and targeted asset classesyat a
time without the consent of our stockholders, dmsl ¢tould result in our making investments thatdifierent in
type from, and possibly riskier, than our curremestments or the investments currently
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contemplated. Changes in our investment stratedyrar@stment policy and targeted asset classesmesase
our exposure to interest rate risk, counterpasly, mefault risk and real estate market fluctuajavhich could
materially and adversely affect us.

Policies with Respect to Certain Transactio

Other than (i) the transactions pursuant to whiehagquired our initial portfolio from Little Ajax Bnd
from Gregory (see “Management’s Discussion and ysialof Financial Condition and Results of Operagie-
Liquidity and Capital Resources”), (ii) transacsadn which Gregory is the holder of record becauser our
subsidiaries may not hold the necessary licenbeltbthose assets directly, but where we are thefimsal
owner of at least 95% of the participation rightstiose assets, or (iii) as approved by a majofithe
independent members of our board of directors, Vlewat purchase portfolio assets from, or sellnthi®, our
directors or officers or to our Manager, Aspenmy af their affiliates, or engage in any transatiio which the:
have a direct or indirect pecuniary interest, idatg in connection with the securitization of arfyoar mortgage
loan assets (other than our agreements with oualyEmthe Servicer and Aspen described in morél deta
“Certain Relationships and Related Party Transastjo

Policies with Respect to Certain Other Activiti

We intend to raise additional funds through futofferings of equity or debt securities or the rétamof
cash flow (subject to REIT distribution requiren®rr a combination of these methods. In the etreitour
board of directors determines to raise additionaitg capital, it has the authority, without stookder approval,
to issue additional common stock or preferred sto@dny manner and on such terms and for such dersion
as it deems appropriate, at any time, subject toptiance with applicable regulatory requirements.

In addition, we expect to borrow money to financeafinance the acquisition of re-performing, sub-
performing and non-performing residential mortghgas and REO and for general corporate purposks/an
may borrow to finance the payment of dividends. @uestment policy, the assets in our portfolie trecision
to use leverage and the appropriate level of Igeevell be based on our Manager's assessment afiaty of
factors, including our historical and projectedaficial condition, liquidity and results of operaisp financing
covenants, the cash flow generation capabilityssess, the availability of credit on favorable termwur outlook
for borrowing costs relative to the unlevered ysetoh our assets, our intention to qualify and naénour
qualification as a REIT and exemption from the ktagent Company Act, applicable law and other fa;tas
our board of directors may deem relevant from timéme. Our decision to use leverage will be at ou
Manager’s discretion and will not be subject to approval of our stockholders. We are not resulittg our
governing documents in the amount of leveragewfeaay use.

As of the date of this prospectus, we do not intenidvest in the securities of other REITs, otbetities
engaged in real estate activities or securitiestioér issuers for the purpose of exercising comtver such
entities. We do not intend that our investmentsdeurities will require us to register as an innestt company
under the Investment Company Act, and we woulchiht® divest such securities before any such megjish
would be required. We do not intend to underwriteusities of other issuers.

Financing Strategy and Use of Leverag

We intend to finance our assets with what we believbe a prudent amount of leverage, which wilyva
from time to time based upon the particular chaméstics of our portfolio, availability of finanajnand market
conditions. We have funded and intend to contilouihd our asset acquisitions with non-recourse
securitizations in which the underlying collatésahot marked-to-market and to employ repurchaseesgents
only for the period in which we are aggregatingegsgrior to securitization and without the obligatto mark
to market the underlying collateral to the extargilable. We expect our repurchase agreementgeiilerally
not exceed 65% of our purchase price or 65% ofgntgpvalue, whichever is less. We also expecttarimore
leverage on re-performing loans than on non-perifagrtoans. See “Management’s Discussion and Analyki
Financial Condition and Results of Operations—Litifyi and Capital Resources” for a description af ou
securitizations, our repurchase financing fac#itbd any other outstanding indebtedness.
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In a repurchase agreement, we will sell an assettunterparty at a discounted value, or the fsaaunt,
and simultaneously agree to repurchase the sareefem®s such counterparty at a price equal to ta@ lamoun
plus an interest factor. Despite being legallyatited as sales and subsequent repurchases, rapeirch
agreements are generally accounted for as debteskby the underlying assets. During the term i@fpaurchase
agreement, we will generally receive the income @thér payments distributed with respect to theeulythg
assets, and pay interest to the counterparty. Wnélgoroceeds of our repurchase agreement finameirggoften
used to purchase additional assets subject taathe sepurchase agreement, our financing arrangsraentot
expected to restrict our ability to use proceedmfthese arrangements to support our other liquigieds. Our
repurchase agreement arrangements will typicallgdmimented under the standard form master repsgcha
agreement of the Securities Industry and FinamMdakets Association, with the ability for both pasto
request margin. Given daily market volatility, wedaour repurchase agreement counterparties wikdpaired tc
post additional margin collateral to each othenfitime to time as part of the normal course offmusiness. Ot
repurchase agreement financing counterpartiegyerierally have the right to determine the valuthef
underlying collateral for purposes of determinihg amount of margin, subject to the terms and ¢immgdi of
our agreement with the counterparty, includingertain cases our right to dispute the counterpastgluation
determination.

We may utilize other types of borrowings in theufgt, including but not limited to, debt financirgdugh
bank credit facilities, warehouse lines of creslituctured financing arrangements and repurchasegnts,
among others. We may also seek to raise additzaptal through public or private offerings of deltequity
securities, depending upon market conditions. Hamethere can be no assurance as to how muchadditi
financing capacity such efforts will produce, wkam the financing will take or that such effortdle
successful. If we are unable to expand our sowtésancing, our business, financial conditioguiidity and
results of operations may be materially and adWeeféected.

Our use of leverage, especially in order to inczehe amount of assets supported by our capital inaay
have the effect of increasing losses when thestsasaderperform. Our charter, bylaws and investipelicies
require no minimum or maximum leverage and our stwent and risk management committees will have the
discretion, subject to the oversight of our fulbbd of directors, to change both our overall legerand the
leverage used for individual asset classes. Beaawsstrategy is flexible, dynamic and opportueistiur overal
leverage will vary over time. As a result, we da have a targeted debt-to-equity ratio either emaggregate or
by asset class, although we currently expect thatebt-to-equity ratio will be within a range afilo 2:1.

We currently do not intend to hedge the risk asgedi with the mortgage loans and real estate widgrl
our portfolios. However, we may undertake risk gation activities with respect to our debt finamcinterest
rate obligations. We expect that our debt financimay at times be based on a floating rate of isteralculated
on a fixed spread over the relevant index, as oétexd by the particular financing arrangement. gngicantly
rising interest rate environment could have an emtveffect on the cost of our financing. To miteg#tis risk,
we may use derivative financial instruments sucingsest rate swaps and interest rate options ieffart to
reduce the variability of earnings caused by chamgé¢he interest rates we pay on our debt, suljeatir
maintaining compliance with the terms of the ndeactetter so that we are not treated as a commydiol
operator for purposes of the Dodd-Frank Act. Se€€bmmodity Pool Operator Exemption.”

These derivative transactions will be entered gatiely for risk management purposes, not for innesit
purposes. When undertaken, these derivative insmtsriikely will expose us to certain risks suctpdse and
interest rate fluctuations, timing risk, volatilitik, credit risk, counterparty risk and changethe liquidity of
markets. Therefore, although we expect to trarisabiese derivative instruments purely for risk @gement,
they may not adequately protect us from fluctuationour financing interest rate obligations.

Competition

In acquiring our assets, we compete with other gage and hybrid REITs, hedge funds, specialty firan
companies, savings and loan associations, banktgage bankers, insurance companies, mutual funds,
investment banking firms, financial institution@vgrnmental bodies and other entities. Most of our
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competitors are significantly larger than us, hgreater access to capital and other resources apdhave othe
advantages over us. In addition to existing comgmrother companies may be organized for similgoqaes,
including companies focused on purchasing mortgagets. A proliferation of such companies may emeehe
competition for equity capital and thereby adverséfect the price of our shares of common stocladdition,
some of our competitors may have higher risk tolees or different risk assessments, which couthethem tc
consider a wider variety of assets and establiste meationships than us.

In the face of this competition, we rely on our Mgar’s professionals and their industry expertigech
we believe provides us with a competitive advantaughelp us assess risks and determine approprieieg
for certain potential assets. In addition, we halithat these relationships enable us to compete effectively
for attractive asset acquisition opportunities. ldger, we may not be able to achieve our busingsstles du
to the competitive risks that we face.

Operating and Regulatory Structure

Tax Requirement:

We will elect and intend to qualify to be taxedsaREIT commencing with our taxable year ended
December 31, 2014. Provided that we qualify anchtaai our qualification as a REIT, we generallylwibt be
subject to U.S. federal income tax on our REIT td&dncome that is currently distributed to ourcgtmolders.
REITs are subject to a number of organizational@etational requirements, including a requirentieat they
currently distribute at least 90% of their annuBlRtaxable income excluding net capital gains. ¢&enot
assure you that we will be able to comply with steduirements in the future. Failure to qualifygaREIT in
any taxable year would cause us to be subject$ofdderal income tax on our taxable income atlezgu
corporate rates (and any applicable state and fagas). Even if we qualify for taxation as a RENg may be
subject to certain U.S. federal, state, local amatd.S. taxes on our income. For example, for argirtess that
we conduct through a TRS, such as Thetis TRSnit@ne generated by that subsidiary will be sulifett.S.
federal, state and local income tax.

Investment Company Act Exclusic

We intend to conduct our operations so that neitieenor any of our subsidiaries is required tostgias
an investment company under the Investment CompanySection 3(a)(1)(A) of the Investment Compargt A
defines an investment company as any issuer tloathislds itself out as being engaged primarilthia business
of investing, reinvesting or trading in securiti€gction 3(a)(1)(C) of the Investment Company Aeftrees an
investment company as any issuer that is engagpposes to engage in the business of invesgiyesting,
owning, holding or trading in securities and own@mposes to acquire investment securities haainglue
exceeding 40% of the value of the issuer’s totaétss(exclusive of U.S. government securities asth items)
on an unconsolidated basis, which we refer to @9l@%b test. Excluded from the term “investmenusiies,”
among other things, are securities issued by nigjovined subsidiaries that are not themselves tnverst
companies and are not relying on the exclusion fiteendefinition of investment company set forttSiection 3
(c)(1) or Section 3(c)(7) of the Investment Compauwy. See “Material U.S. Federal Income Tax
Considerations.”

We are organized as a holding company and condudiusinesses primarily through wholly owned
subsidiaries of our operating partnership. Our afxeg partnership holds certain real estate andestate-
related assets, directly and through subsidiaNegher we nor our operating partnership nor GA¢ax Funding
is an investment company under Section 3(a)(1)¢Caddition, we intend to conduct our operationshs
neither we nor our operating partnership nor Gégax Funding come within the definition of an inweent
company by ensuring that less than 40% of the vaflwair total assets on an unconsolidated basisistsof
“investment securities.”

We monitor our compliance with the 40% test andhblelings of our subsidiaries to ensure that edcup
subsidiaries is in compliance with an applicableragtion or exclusion from registration as an inwesit
company under the Investment Company Act.

Our 19.8% equity interest in our Manager is owngd betis TRS, which is a special purpose subsidiéry
our operating partnership. Thetis TRS may rely eati®n 3(c)(1) or 3(c)(7) for its Investment
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Company Act exclusion and, therefore, our inteirestich subsidiary would constitute an “investmseturity”
for purposes of determining whether we pass the #3% We also may form certain other wholly owoed
majority-owned subsidiaries that will invest, sudtjo our investment guidelines, in other real testalated
assets. These subsidiaries may rely upon the eésnlér®m the definition of investment company unttes
Investment Company Act pursuant to Section 3(a)¢13(c)(7) of the Investment Company Act. The sitiesr
issued by any wholly owned or majority-owned suiasidthat we may form and that are excluded from th
definition of “investment companybased on Section 3(c)(1) or 3(c)(7) of the Investn@@mpany Act, togeth
with any other investment securities we may owrny mat have a value in excess of 40% of the valusuofiota
assets on an unconsolidated basis.

In addition, we believe that neither we nor certfiour subsidiaries will be considered investment
companies under Section 3(a)(1)(A) of the Investn@mpany Act because we and they will not engage
primarily or hold themselves out as being engagéedapily in the business of investing, reinvestmgrading ir
securities. Rather, we and such subsidiaries wipptimarily engaged in non-investment company lassas
related to real estate. Consequently, we and dagidiaries expect to be able to conduct our opmratsuch that
none will be required to register as an investneentpany under the Investment Company Act.

The determination of whether an entity is a majeoitvned subsidiary of our company is made by ug Th
Investment Company Act defines a majority-ownedsglibry of a person as a company 50% or more of the
outstanding voting securities of which are ownedibgh person, or by another company which is anitgjo
owned subsidiary of such person. The Investmentg@mm Act further defines voting securities as aggusity
presently entitling the owner or holder thereofitde for the election of directors of a company. Wéat
companies in which we own at least a majority efdlitstanding voting securities as majority-owned
subsidiaries. We also treat the securitizatiornt$ras majority-owned subsidiaries of Great Ajaxding even
though none of the securities issued by such tthatsare held by Great Ajax Funding meets thenitasn of
voting securities under the Investment Company ¥A.reached our conclusion in reliance on an opioio
counsel that the Trust Certificates issued by saclritization trust are the functional equivalefvoting
securities and that, in any event, each secuiiizatust should be considered to be a majority-@iveubsidiary
of Great Ajax Funding. We have not asked the SBE f&ir concurrence of our analysis, our treatnadrguch
securities as voting securities, or whether thesization trusts, or any other of our subsidiarimay be treate
in the manner in which we intend, and it is posstblat the SEC staff could disagree with any of our
determinations. If the SEC staff were to disagréh aur treatment of one or more companies as ritgjownec
subsidiaries, we would need to adjust our strategl/our assets. Any such adjustment in our strategld have
a material adverse effect on us.

Certain of our subsidiaries may also rely uponaiertxclusions from the definition of investmentgzany
under Section 3(c)(5)(C) of the Investment Compaaly Section 3(c)(5)(C), as interpreted by thefatthe
SEC, requires an entity to invest at least 55%sofissets in “mortgages and other liens on ancestein real
estate,” which we refer to as “qualifying real éstaterests,” and at least 80% of its assets @lifying real
estate interests plus “real estate-related assets.”

On August 31, 2011, the SEC published a concepasel entitled “Companies Engaged in the Business of
Acquiring Mortgages and Mortgage Related Instrursiefiivestment Company Act Rel. No. 29778). This
release notes that the SEC is reviewing the Se8{iox5)(C) exclusion relied upon by companies Einto us
that invest in mortgage loans. There can be naasse that the laws and regulations governingrkiedtment
Company Act status of companies similar to ourgherguidance from the SEC or its staff regardimg t
treatment of assets as qualifying real estate asseeal estate-related assets, will not changenranner that
adversely affects our operations as a result efrthiiew. To the extent that the SEC or its stedi/jues more
specific guidance regarding any of the mattersibgarmpon our exclusion from the need to registetaurihe
Investment Company Act, we may be required to adjusstrategy accordingly. Any additional guidarficem
the SEC staff could provide additional flexibiltiy us, or it could further inhibit our ability taupsue the
strategies that we have chosen.

The loss of our exemption from regulation pursuarihe Investment Company Act could require us to
restructure our operations, sell certain of ouetsssr abstain from the purchase of certain assish could
have an adverse effect on our financial conditioth @esults of operations. See “Risk Factors—Risks
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related to Our Organizational Structure—Maintenawsfoeur exclusion from registration as an investmen
company under the Investment Company Act impoggsfgiant limitations on our operations.”

Commodity Pool Operator Exemptic

Under the Dodd-Frank Act, any investment fund thedes in swaps may be considered a “commodity
pool,” which would cause its operators to be realas a “commodity pool operator,” or CPO. We halied
on no-action relief from registration from the Cowlity Futures Trading Commission, or CFTC and fibed
claim with the CFTC to perfect the use of the ntiescrelief from registration. In order to be exermom
registration as a CPO under the no-action reliefpvwist, among other non-operation requirementdinidt)our
initial margin and premiums required to establish @wap or futures positions to no more than 5%heffair
market value of our total assets; and (2) limit et income derived annually from our swaps andrés
positions that are not “qualifying hedging trangats” to less than 5% of our gross income. The rieeperate
within these parameters could limit the use of swapus below the level that we would otherwisesider
optimal or may lead to the registration of our campor our directors as CPOs. See “Risk FactorsksRis
Related to Our Business—We may be unable to opwittien the parameters that allow us to be exclufdech
regulation as a commodity pool operator, which wiaubject us to additional regulation and compkanc
requirements, and could materially adversely affectbusiness and financial condition.”

Environmental Matters

As an owner of real estate, we are subject to varid.S. federal, state and local environmental laws
regulations and ordinances and also could be ltaktleird parties resulting from environmental @ntnation o
noncompliance with environmental laws at our prépsr Environmental laws can impose liability oncamer
or operator of real property for the investigatéord remediation of contamination at or migratirgrsuch real
property, without regard to whether the owner cgrapor knew of or was responsible for the presefitee
contaminants. The costs of any required investgatr cleanup of these substances could be suiadtarte
liability is generally not limited under such laasd could exceed the property’s value and the ggtgeassets
of the liable party. The presence of contaminatiothe failure to remediate contamination at owperties also
may expose us to thindarty liability for personal injury or property daige or adversely affect our ability to <
lease or renovate the real estate or to borrowgubim real estate as collateral. See also “RiskoFat

Employees

We do not currently have any employees and do xyueta to have any employees in the foreseeablegfutu
Each of our executive officers is an employee ficef or both, of our Manager or of the Servicer ghey are
paid by our Manager or the Servicer, as applicablg.Manager and the Servicer expect to share smgdowitl
other affiliates of Aspen as necessary to implementusiness strategy. Aspen and its affiliateduiding the
Servicer, have 57 employees who may provide ses\es or to our Manager or the Servicer for amdfit.

Legal Proceedings

Neither we nor any of our affiliates are the sub@any material legal or regulatory proceedinys and
our affiliates may be involved, from time to time legal proceedings that arise in the ordinaryrsewf
business.

Properties

Our principal executive offices are shared with Blamager and are located in 9400 SW Beaverton-
Hillsdale Hwy, Suite 131, Beaverton, OR 97005. Kese for these premises expires on December 37; 2@
are not responsible for any lease costs. Our telgphumber is: 503-505-5670. Our web address is \weat-
ajax.com. The information on our website does woistitute a part of this prospectus.
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MANAGEMENT

Director, Executive Officers, and Key Employee:

Our board of directors consists of five direct@sncurrent with the consummation of this offering, will
have a board of directors consisting of seven threcOur directors and executive officers, thgiesand
positions are as follows:

Name Age Title

Lawrence Mendelsohn 53 Chairman of the Board of Directors and Chief Exeeut
Officer; Manager of our Manager

Russell Schaub 51 President; Vice-President and Chief Operating ©ffiaf
the Servicer; Director-nominee

Glenn J. Ohl 60 Chief Financial Officer; Chief Financial Officer die
Manager and the Servicer

Steven L. Begleiter 53 Director

John C. Condas 53 Director-nominee

Jonathan Bradford Handley, . 45 Director

Daniel Hoffman®®@) 54  Director

J. Kirk Ogren, JrtD@)E) 55  Director

(1) Member of Audit Committe
(2) Member of Compensation Committee
(3) Member of Nominating and Corporate Governance Cdtami

Larry Mendelsohnis a founder, and has been a partner since 19%sp#n Capital, a private equity firm
with expertise in residential, commercial, distezssecurities and hospitality. Since 2002, Mr. Mdsahn has
been the managing member of Flanders Street Caféahgement LLC, which manages distressed corporate
debt and equity, financial services and REIT investts through Flanders Street Credit Partnerdl,, ithe
Alleycat Partnerships and Aspen Uranus LLC. Mr. Melsohn is also Chairman of the Board of Directdrs
Golden Northwest Aluminum Holding Company, Incpravately held company primarily owned by the Albey
Partnerships. From 1998 through 2002, Mr. Mendelseas President and a Director of Fog Cutter Chpita
Group Inc. (formerly Wilshire Real Estate Investin€rust Inc.); from 1994 to 1999, he was Presicamnt a
Director of Wilshire Financial Services Group lficow known as Seterus, Inc. and owned by IBM); frt881
to 1993, he was Head of Emerging Markets Debt andti Capital Markets at Bankers Trust New York
Corporation; and from 1987 to 1991, he was Hedd.8f Equity and Distressed Securities Proprietaadihg
at J.P. Morgan Securities. He has an A.B. in Ecao®iinrom the University of Chicago, an M.A. in Imational
Politics from the University of Texas and compleadidout his dissertation for a Ph.D. in Finana@irthe
University of Southern California. From 1984 to T9&1r. Mendelsohn also taught Corporate Finance and
Investments at the University of Southern Califarklarshall School of Business. Mr. Mendelsohn’sr &k
years of experience in the mortgage markets aneiXpisrience since 1995 with Aspen Capital focusimg
residential and commercial mortgages qualify Mrnklielsohn to serve as the Chairman of our boaritrectirs
and to lead the Company as its Chief Executivecoffi

In the 1990s, Wilshire Credit Corporation, a pramatheld entity, and the officers of Wilshire Crediere
investigated in connection with gratuities paidhe head of Capital Consultants, Inc., an investmemager.
Mr. Mendelsohn was President of Wilshire Crediti@wation and a significant minority equity ownertioé
company. As a result of the investigation, the gorent concluded that Mr. Mendelsohn was not inedlin
the payment of gratuities to anyone at Capital @tiasts, Inc. and did not commit any other wrongdaielated
to Capital Consultants, Inc. or Wilshire Credit garation. Mr. Mendelsohn did agree to plead gudtpne
criminal count of filing a false tax return as auk of having overstated his tax losses in refat@®a loan
secured by Wilshire Financial Services Group stdk.Mendelsohn agreed to pay restitution to theegomen
of the estimated tax loss, including interest aadafties, totaling
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$105,000. Wilshire Credit Corporation was affilidteith Wilshire Financial Services Group, Inc.,bfcly
held financial services company of which Mr. Mersiddin was CEO and President from 1994 to 1999. In
November 1998, when Mr. Mendelsohn served as RresitVilshire Financial Services Group underwepte-
packaged bankruptcy (Wilshire Credit was merged Wilshire Financial as part of the process), fighich it
emerged in 1999.

Russell Schaulhas been with Aspen Capital since 2010, and hastheeVice President and Chief
Operating Officer of Gregory Funding LLC, the Seeui, since April 2013. Mr. Schaub also serves en th
internal investment committee of the Manager. Hexisected to become a member of our board of direct
upon consummation of the offering. In June 2008, 8&haub was the founder and managing member of
Shackleton Capital Partners, a private equity Bpacializing in mortgage and real estate opporamiErom
June 2003 to May 2008 Mr. Schaub held executivéipos at Chase Home Finance and Citibank Crediti€a
From March 2001 through December 2002 Mr. Schaubthe President and Chief Executive Officer of
TrueCredit, a Lehman Brothers-funded venture teatdid to TransUnion. Prior thereto, Mr. Schaub wils
Citigroup and Chemical Bank for 16 years in theartgage, home equity, credit card and banking lessies.
He was the President and Chief Operating OfficeCitibank’s Home Equity business from July 1998 to
February 2001 and was the Chief Financial OffideCitiMortgage and then Citibank Consumer Assedsnfr
January 1995 to June 1998. Mr. Schaub is currenByrector of High Desert Bank. Mr. Schaub has aB. An
Economics from the University of Chicago and an M.Bn Finance and Marketing from the University of
Chicago Booth School of Business. Mr. Schaub has 80 years of experience in the mortgage market,
including experience as the Chief Operating Offimeour Servicer, experience as an investor in gawe-
related assets, and as an executive officer opuannortgage businesses. We believe that, bastegea variou
roles, he is well positioned to provide valuablgied to the Company as its President and servauobaard of
directors.

Glenn J. Ohljoined Aspen Capital as Chief Financial Officedime 2012. Before joining Aspen Capital,
Mr. Ohl was Managing Director of Finance at IBM Idem Business Process Services from July 2010 to
June 2011; President of Pacific Savings Bancomm frebruary 2009 to April 2010; and Executive Vice
President and Chief Financial Officer of Lime Fingh Services, Ltd. from June 2004 to February 2@0%br
thereto, Mr. Ohl also held executive positions asWhington Mutual, Countrywide, and Bank of New Y.dvk.
Ohl previously was a Certified Public AccountanDafoitte LLP in New York City. Mr. Ohl has a B.in
Accounting from Franklin & Marshall College and BiB.A. in Finance from New York University Stern
School of Business.

Steven L. Begleitenas been a member of our board of directors simee 30, 2014. Mr. Begleiter is a
Managing Director of Flexpoint Ford, a private dguroup focused on investments in financial sexsiand
healthcare, since October 2008. Prior to joinirgxpbint Ford, Mr. Begleiter spent 24 years at BB&garns &
Co., serving first as an investment banker in timafcial Institutions Group and then as Senior Mamg
Director and member of its Management and CompEms&ommittee from 2002 to September 2008. Mr.
Begleiter also served as head of Bear, StearngdZate Strategy Group. Mr. Begleiter has beenexctir of
WisdomTree Investments, Inc. (NASDAQ: WETF), anlexuge-traded fund sponsor and asset manager since
2011. Mr. Begleiter received his B.A. in Economidg¢h honors from Haverford College. Mr. Begleiter’s
investment banking and private equity experientt@favhich has been concentrated on the finaregavices
sector, enables him to contribute important skits¢o the board of directors.

John C. Condass expected to become a member of our board oftdire upon consummation of the
offering. Mr. Condas is a Partner in the Real estaitd Land Use group at Allen Matkins Leck Gambbdity
& Natsis LLP, since March 2008. Prior to joiningléd Matkins LLP, Mr. Condas was a partner at Noggma
LLP from 2003 to February 2008. Mr. Condas receiwisd).D. from the University of Southern Califani
Gould School of Law, his M.A. in Urban Planningrtdhe University of California, Los Angeles and Ai8.,
with general honors, from the University of Chicalyy. Condas’ background as a real estate lawykiewable
him to offer valuable guidance and advice to therb®f directors.

Jonathan Bradford Handley, Jrhas been a member of our board of directors simee 30, 2014.
Mr. Handley co-founded and served as Managing freaf Swander Pace Capital (“SPC”), a consumer
products-focused private equity firm, from 1996-20During his years co-managing SPC, the firm dhise

109




TABLE OF CONTENTS

four private funds with over $1 billion in equitgjgital and completed 36 investments, the majoeindp
control-buyouts of consumer products companier Roi co-founding SPC, Mr. Handley was a Vice-Riest
with The Shansby Group (now called “TSG ConsumentM@s”), a consumer-focused private equity fund.
Earlier, he was an Associate Consultant with SwaRdee & Company, a strategic management consuitimg
where he worked with Fortune 500 consumer prodtantspanies. Mr. Handley has served as a Chairman or
Director of more than a dozen private companieduding ReNew Life Formulas, Inc.; Internationab&i
Corporation; Reef Holdings Corp.; Totes-Isotonergooation; and Fleischmann’s Vinegar Company, Mc.
Handley received dual BA degrees in Economics aast Bsian Studies with honors from Stanford Uniitgrs
Mr. Handley’s private equity and consulting expede, together with his experience as a directeadbus
companies, enables him to provide valuable guidandeadvice to the board of directors in many irtgar
areas.

Daniel Hoffman has been a member of our board of directors simee 30, 2014. Mr. Hoffman has been a
Managing Director at Amherst, Pierpont Securiteebroker-dealer specializing in mortgage and mgetga
related securities, since May 2010. He recentipgeished the role of Sales Manager in order t@pica
position as an Adjunct Professor of Real Estatardr at Baruch College, one of the schools of the C
University of New York. From July 2008 until May 20, he was a Managing Director at the Royal Bank of
Scotland. Prior thereto, Mr. Hoffman was with Begtearns & Co. Inc. as a Senior Managing Direatdhée
Fixed Income Division. He was Head of Mortgage Salleterest Rate Sales and headed the Middle Market
sales team. Mr. Hoffman was at Bear, Stearns fore22s, primarily focused on mortgages (all typas$et-
backed securities, commercial mortgages, CDOsafenllized debt obligations) and CLOs (collateeaifpan
obligations). Mr. Hoffman received his B.S. in Eoamics from the State University of New York at Biragntor
and his M.B.A. in Finance from the University ofi€go Booth School of Business. Mr. Hoffman’s o26r
years of experience in the mortgage securities ebahd his broattased investment banking experience qui
him to serve as a director.

J. Kirk Ogren, Jr.has been a member of our board of directors simee 30, 2014. Mr. Ogren was co-
founder, Partner, and Portfolio Manager of TPG @gdnagement (now known as Castlelake), a mulliebi
dollar global alternative investment firm focusembo distressed credit and special situations frogb2intil
2013. Mr. Ogren served on the firm-wide Investm@aimmittee and was actively involved in investingl an
managing capital in North America, Latin Americalaksia. From 1993 until 2005, Mr. Ogren was a senio
member and Managing Director with Cargill Valuedstment (now known as CarVal Investors), where he
managed distressed and special situations invesdrimreNorth America and Emerging Markets. From 19886l
1993, Mr. Ogren was a Vice President with BanketsTCompany and worked in the Latin America Mertha
Banking Group with assignments in New York and Baat, Chile. Mr. Ogren received his B.B.A. in Fican
from the University of Notre Dame and a M.I.B.Srfr the University of South Carolina. Mr. Ogren atexdds
the Chartered Financial Analyst designation. Mrréds broad-based commercial and investment banking
experience, combined with his asset managementtesgeyualify him to serve as a director.

Director Independence

Our board of directors has reviewed the rules efMew York Stock Exchange, which require that a
majority of a listed company’s board of directoesdomposed ofindependent directors,” which is defined
generally as a person other than an executiveenflicemployee of the company or its subsidiariemny other
individual having a relationship, which, in the ojoin of the company’s board of directors, wouleifere with
the director’s exercise of independent judgmenmtirying out the responsibilities of a directornSistent with
these considerations, our board of directors Hasnaftively determined that each of Mr. Condas, Mandley,
Mr. Hoffman and Mr. Ogren is an independent direatader the NYSE standards.

Our board of directors will determine annually theependence by reviewing the direct and indirect
relationships that we have with each director. fehwgew and determination of independence will bgeldain pal
on analysis of categorical questionnaire respotisgSollow the independence standards establiblietie
NYSE.

Meetings of the Board of Directors

The board of directors plays an active role in sgeing management and representing the interetts of
stockholders. Directors are expected to attencheéitings of the board of directors, the meetings of
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committees on which they serve and the Annual Mgedf Stockholders. Directors are also consultedétvice
and counsel between formal meetings.

Board Committees

Audit Committee

Our audit committee consists of Mr. Hoffman, chaigon, Mr. Handley, and Mr. Ogren. Mr. Handley
satisfies the requirements for being designateauaiit committee financial expert as defined in SEQulations
because of his financial and accounting expertseveld from his experiences as a founder and magagi
director of SPC.

Our board of directors has adopted an audit coramitharter. The audit committee charter defines its
primary duties to include:

e serving as an independent and objective bodydnitor and assess the integrity of our financial
statements, our compliance with legal and reguatequirements, our financial reporting processes
and related internal control systems and the peidoce generally of our internal audit function;

» overseeing the audit and other services of miependent auditors and be directly responsibléhfor
appointment, independence, qualifications, compg@rsand oversight of our independent auditors,
who will report directly to the audit committee;

»  providing an open means of communication amangradependent auditors, accountants, financial
and senior management, our internal auditing depeant, our corporate compliance department and
our board of directors;

* resolving any disagreements between our manageaned the independent auditors regarding our
financial reporting;

* meeting at least quarterly with senior execjveternal audit staff and independent auditors;

» discussing our earnings press releases andotinieg with respect to risk assessment and risk
management; and

e preparing the audit committee report for inatusiif required for inclusion in our annual proxy
statements for our annual stockholders meetings.

Our audit committee charter also mandates thahodit committee approve all audit, audit-related,and
other services conducted by our independent acantst
Compensation Committe

Our compensation committee consists of Mr. Hoffraad Mr. Ogren, chairperson. Our board of directors
has adopted a compensation committee charter, vgeishforth the compensation committee’s primartjedu
including:

* determining the compensation payable to thectbirs including the number of shares underlyingl an
the terms of, restricted common share awards amtt siptions to be granted to our directors;

e administering and implementing the Director Eglan and any other equity incentive plan we may
implement;

*  reviewing and approving any new equity compedosgtlan, material change to an existing plan, or
any stock option or other type of award, if reqdjre

»  establishing guidelines and standards for deteéng)the compensation, if any, of our executive
officers and recommending to our board of directmsipensation, if any, for them;

» evaluating the objectives of the executive @fficompensation programs and the performance of our
executive officers;
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» endeavoring to ensure that our, our Managend,the Servicer's compensation plans are effeative
attracting and retaining key employees and reimfigrbusiness strategies and objectives; and

*  preparing a report on executive compensatiaregtiired for inclusion in our annual proxy stateitne
for our annual stockholders meetings.

Nominating and Corporate Governance Commiti

Our nominating and corporate governance commitbesists of Mr. Ogren, chairperson, and Mr. Hoffman.
Our board of directors has adopted a nhominatingcangorate governance committee charter, whicmdsfthe
nominating and corporate governance committeefagmy duties, including:

»  establishing standards for service on our boéudirectors;

» identifying individuals qualified to become meenb of our board of directors and recommending
director candidates for election or re-electionto board,;

»  considering and making recommendations to oardeegarding board size and composition,
committee composition and structure and procedaffesting directors, and each director’s
independence;

e advising the board of directors and our Managecandidates for our executive offices, and
conducting appropriate investigation of such caatgig,

*  monitoring our corporate governance principled practices, our code of business conduct andsgthi
our human resource practices, our fulfillment ofgdtions of fairness in internal and external et
and the effectiveness of our board of directors; an

*  reviewing changes in legislation, regulatiorrs] ather developments impacting corporate govemanc
and making recommendations to the board of direstdth respect to such matters.

Investment Supervisory Committt

Our board of directors has also established thestmvent Supervisory Committee, which consists af Mr
Mendelsohn, chairperson, and Messrs. Hoffman anér©g he Investment Supervisory Committee’s
supervisory duties include:

e acting as a liaison between the Manager antidled of directors;

» overseeing the investment operations of our iganay consulting on the Manager’s investment,
portfolio holdings, financing and hedging stratsgiad investment guidelines;

* approving investments and acquisitions that eac% of our equity from time to time; and

* reviewing and making recommendations to thelfalird of directors with respect to any relatedypar
investment transactions, which transactions alesabject to our related party transactions policy.

Risk Management and Oversight Proces

Our board of directors and each of its committsésvolved in overseeing risk associated with our
operations and business. The board of directorghlAudit Committee monitor our credit risk, ligity risk,
regulatory risk, operational risk and enterpris& by regular reviews with management and indepgnde
auditors. In its periodic meetings with independainditors, the Audit Committee is expected to disahe
scope and plan for any internal audit and includasagement in its review of accounting and findrmatrols,
assessment of business risks and legal and etlicglliance programs. The Audit Committee also disamith
our independent auditors the external audit saygeindependent auditing firm’s responsibility undpplicable
requirements, including, the Standards of the Rutimpany Accounting Oversight Board, accountinicjzs
and practices and other required communications.

The board of directors and the Nominating and Guaece Committee monitor our governance and
succession risks by regular reviews with management
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The board of directors and the Compensation Coraenittonitor our compensation policies and related
risks by regular reviews with management.

The board of directors and the Investment Supernyi€ommittee monitor our operations with respect to
related party transactions, significant investmeamnits overall oversight of our investment strategiesdelines
and policies.

The board of directors’ role in risk oversight @ansistent with our leadership structure, with ttée€
Executive Officer and other members of senior managnt of our Manager that perform services forasriy
responsibility for assessing and managing oureiglosure, and the board of directors and its coteest
providing oversight in connection with these effort

Compensation of Directors

At the closing of the Original Private Placemenfrguant to the Director Equity Plan (see “—2014ebior
Equity Plan”), Messrs. Handley, Hoffman and Ogmembers of our board of directors who are idermtifis
independent directors (see “—Director Independeabeive) were each granted restricted stock awdr2l®00
shares of common stock, which are subject to ayeaevesting period. In addition, each independéaettor is
entitled to an annual retainer $60,000, payable quarterly, half in shares ofammmon stock and half in cash.
The value of the shares will be determined in traesmanner as the value of the shares to be paidto
Manager as part of its base management fee (seeM@uager and the Management Agreement—Management
Fees”). The chair of each committee of the boardirgfctors other than the Investment Supervisom@dtee
will also receive an additional cash paymen&&0,000 per year. The non-independent directoctyding Mr.
Begleiter, the designee of Flexpoint REIT Investail not be entitled to any compensation for segvas a
director. We reimburse our independent directotsMn Begleiter for their reasonable travel expsnseurred
in connection with their attendance at board amdrodtee meetings.

2014 Director Equity Plar

Our 2014 Director Equity Plan, or the “Director Rlais designed to promote our interests by afitngcand
retaining qualified and experienced individualsgervice as non-employee directors. The Directan i
administered by our board of directors. The totahber of shares of common stock or other stockébaseard,
including grants of LTIP units from our operatingrmership (see “Operating Partnership—LTIP Uriits”
additional information) available for issuance unithe Director Plan is 100,000 shares. At the olgsif the
Original Private Placement, Messrs. Handley, Hoffraad Ogren each were granted restricted stockdsver
2,000 shares of common stock, which are subjegtaoe-year vesting period.

The Director Plan permits the grant of shares ofoaummon stock in the form of restricted stock.
A restricted stock award is an award of a specifieshber of shares of our common stock which maguixgect
to forfeiture upon the occurrence of specified évehhe expiration of any restriction period maycbaditioned
on continued employment over a period of time arrugny other criteria as determined by the board of
directors. During such time as shares awarded uhddpirector Plan are under restriction, holddnestricted
stock have the right to receive any dividends paidur common stock and to vote the shares oficesdrstock.
The Director Plan also permits the grant of stogkrals that are free of forfeiture provisions, amel grant of
awards valued in whole or in part by referencetatherwise calculated by reference to or basedlwares of
common stock, including, without limitation, intste in a subsidiary of the company or interestsuinoperatin
partnership, such as LTIP units. The Board may itimmdthe expiration of any restriction period continued
service over a period of time with the company poruany other criteria, as specified in the awareéement.

The Director Plan contains customary provisionadjust the grants of restricted stock and otherrdsvin
the event of any corporate transaction or evertt as@ stock dividend, recapitalization, stocktspverse stoc
split, reorganization, merger, consolidation, spify-combination or other similar corporate trangator event
affecting the common stock, or other interestsextttip the awards under the Director Plan. In thentof a
Change of Control (as defined in the Director Plafithe company, the board of directors may, onldér by
holder basis, take any of the following actionghei singly or in
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combination: (i) fully vest and/or accelerate thstriction period of any awards; (ii) cancel anaémeem any
outstanding awards with respect to all common stvakther interests for which the award is subjedbrfeiture
in exchange for a cash payment of an amount datedriy the board; (iii) require that the award ssuaned by
any successor corporation or that awards for stadrether interests in the company or any otheityehe
substituted for such award; or (iv) take such otiwdion as the Board shall determine to be readenatuer the
circumstances.

The Director Plan shall remain in full force anfkef until the tenth anniversary of the date ofid®ption
by the board of directors, or if earlier, the didis terminated by the board. The board of directnay amend,
suspend or terminate the Director Plan at any thimsvever, no amendment is permitted without stotdkéto
approval if such approval is required by applicdhie or applicable requirements of any securitiashange or
similar entity. The board of directors may amentstanding awards, provided, however, that in thee
amendments adverse to the holder, the board aftdisemust obtain the holder’'s consent to any such
amendment unless the amendment is required byircéatalaws.

Executive Compensatior

We are externally managed by our Manager undetetines of the management agreement, pursuant to
which our Manager provides us with all of the persal required to manage our operations, including o
executive officers. Our executive officers areadfs or employees of our Manager or Servicer aceive
compensation from them as appropriate. Our Manaigttte Servicer makes all decisions relating to the
compensation of such officers based on factoreéhts appropriate. We do not directly or indireatiynburse
our Manager for the compensation paid to our exesufficers. We do not provide any of our execetofficers
with pension benefits or nonqualified deferred cemgation plans. We do not have any employment agets
with any person and are not obligated to make ayynents to any of our executive officers upon teation of
employment or a change in control.

See “Our Manager and the Management Agreementidecl elsewhere in this prospectus for a description
of the terms of the management agreement, incluti@gnanagement fees payable thereunder and our
reimbursement obligations.

Compensation Committee Interlocks and Insider Paritipation

We expect that no member of the Compensation Caeenitill at any time be an officer or employee of
our company, and no member will have any relatignslith us requiring disclosure under Item 404 &CS
Regulation S-K. We also expect that no member otompensation committee will serve as a membangf
board of directors or compensation committee of @hgr entity that has one or more executive officerving
as a member of our board of directors.

Indemnification and Limitation on Liability; Insura nce

Our charter limits the liability of our directorad officers to us or our stockholders for money dges to
the maximum extent permitted by Maryland law. Unillarryland law, a corporation may not in its chatienit
liability of directors or officers resulting from:

» actual receipt of an improper benefit or prafimoney, property or services; or

« afinal judgment based upon a finding of actinel deliberate dishonesty by the director or offibat
was material to the cause of action adjudicated.

Our charter authorizes us, to the maximum extemhijpied by Maryland law, to indemnify, and to pay o
reimburse reasonable expenses to, any of our gresésrmer directors or officers or any individwaho, while
a director or officer and at our request, servesasrserved another entity, employee benefit plamyp other
enterprise as a director, officer, partner or otlige. The indemnification covers any claim or liapiagainst the
person by reason of his or her service to us. @laws require us, to the maximum extent permittgd b
Maryland law, to indemnify each present or formieector or officer who is made a party to a procegdy
reason of his or her service to us.
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Maryland law permits us to indemnify our preserd &rmer directors and officers against liabilitesd
reasonable expenses actually incurred by themyipesteeding unless:

» the act or omission of the director or officer waaterial to the matter giving rise to the procegdinc
(i) was committed in bad faith or (ii) was the ks active and deliberate dishonesty;

» the director or officer actually received an nmyper personal benefit in money, property or s@sjior

* inthe case of a criminal proceeding, the doeot officer had reasonable cause to believetheahct
or omission was unlawful.

Maryland law prohibits us from indemnifying our pest and former directors and officers for an askver
judgment in a derivative action or if the directorofficer is adjudged to be liable for an impropersona
benefit. Further, a director or officer may notibdemnified for a proceeding brought by that peragainst us,
except (i) for a proceeding brought to enforce md#ication or (ii) if the charter or bylaws, a odstion of the
board of directors or an agreement approved bydiaed of directors to which the corporation is etya
expressly provide otherwise, none of which is atile to us.

Our bylaws require us, to the maximum extent peetiby Maryland law, to pay or reimburse reasonable
expenses in advance of final disposition of a pedagg to our present or former directors or officavithout
requiring a determination of the ultimate entitlern® indemnification. Our bylaws and Maryland leaquire
us, as a condition to advancing expenses in cestainmstances, to obtain:

« awritten affirmation by the director or officef his or her good faith belief that he or she imas the
standard of conduct necessary for indemnificataom

e awritten undertaking by him or her to repay &neount reimbursed by us if the standard of coniduct
not met.

We have entered into indemnification agreements edich of our directors and executive officers that
provide for indemnification to the maximum extestmitted by Maryland law.

The above-described limitation of liability and erdnification may be held not to be enforceable for
violations of the federal securities laws of thated States.

We have a directors’ and officers’ insurance potioyering our directors and officers and us for actg
and omissions committed, attempted or allegedlymitad by any director or officer during the polipgriod.
The policy is subject to customary exclusions.

See also “Certain Provisions of Maryland Law and Obarter and Bylaws.”
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OUR MANAGER AND THE MANAGEMENT AGREEMENT

General

We are externally managed and advised by ThetistAdanagement LLC, a Delaware limited liability
company. Each of our officers other than Mr. Schiaudm officer of our Manager. The executive officd our
Manager are located at 9400 SW Beaverton-HillsHalg, Suite 131, Beaverton, OR 97005 and its telepho
number is 503-505-5670. Please see “Management-etDisg Executive Officers, and Key Employees” for
information regarding the professional experienc@nd other biographical information about, menshefrthe
Manager’'s management team.

The Management Agreemen

Pursuant to our 15-year management agreement, anadgér implements our business strategy and
manages our business and investment activitieslapdo-day operations, subject to the oversigttusfboard
of directors. Our Manager is responsible for, amothgr duties:

»  performing and administering all our day-to-agerations;

» determining investment criteria through our Isiveent Policy in cooperation with our board of
directors;

*  sourcing, analyzing and executing asset acgunisitincluding our acquisition of re-performingjs
performing and non-performing residential mortgbggm portfolios;

+ implementing execution of our securitizationsl financing activities;
e analyzing and executing sales of our assetpeopukrties;

* overseeing Gregory’s property management, lesgsgagement and renovation management services
of single-family and smaller multi-family and comrol mixed use retail/residential properties that
we may own;

» overseeing Gregory's servicing of our residéntiartgage loan portfolios;
« performing asset management duties; and

« performing other management functions, includingncial, accounting and tax management services,
human resources, vendor management operationgrategservices, risk management, quality
assurance, consumer research, treasury, financacaondnting, legal, tax, compliance and other
administrative and support services.

Our Manager provides us with a management teanappibpriate support personnel who have substantial
sub-performing and non-performing loan portfoligpesience. Our Manager's management also has signtfi
management experience that enables us to manapeisiness and organizational structure efficier@lyr
Manager may engage in any other business or reimddar or different services to others, includimgthout
limitation, the direct or indirect sponsorship camagement of other investment based accounts anoagted
pools of capital, however structured, having aregtmnent strategy similar to ours, so long as it@®es to us
are not impaired thereby; provided that our Managay not engage in any such business or provide suc
services to any other entity that invests in theegslasses in which we intend to invest so longekave on
hand an average &?25 million in capital available for investmentamthe previous two fiscal quarters or our
independent directors determine that we have thigyatb raise capital at or above our most redsmbk value.
Aspen has agreed, for itself and its subsidianedding Gregory, to similar restrictions on thability to
compete with us.

Management Fee:

Under the management agreement, we pay our Mafegggs follows:

Base management fee 1.5% of our stockholders’ equity per annumgokdted and payable quarterly in
arrears. For purposes of calculating the managefaenbur stockholders’ equity means: (a) the stifi) the
net proceeds from any issuances of common stoother equity securities issued by us or our
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operating partnership (without double countingksimception (allocated on a pro rata daily basistich
issuances during the fiscal quarter of any suakaisse), and (ii) our and our operating partnershigithout
double counting) retained earnings calculated @oettance with GAAP at the end of the most recently
completed fiscal quarter (without taking into acebany non-cash equity compensation expense irtinre
current or prior periods), less (A) any amount thator our operating partnership pays to repurcbasegnon
stock or units since inception, (B) any unrealigaths and losses and other non-cash items thatditacted
consolidated stockholdersfuity as reported in our financial statements @meg in accordance with GAAP, a
(C) one-time events pursuant to changes in GAAR cantain non-cash items not otherwise describegehin
each case after discussions between our Managenariddependent directors and approval by a ntgjofiour
independent directors. As a result, our stockhsldsguity, for purposes of calculating the managenfee,
could be greater or less than the amount of stddkhsl equity shown on our financial statements.

We will pay 50% of the base management fee in shafreur common stock so long as the ownership of
such additional number of shares by our Managetdwvoot violate the 9.8% stock ownership limit setl in
our charter, after giving effect to any waiver freorch limit that our board of directors may granbtir Manage
in the future. The common stock will be valuedhet higher of the most recently reported book orketavalue
per share when determining the number of sharesrdmainder of the base management fee will belp@ya
cash. The number of shares to be issued to our §éanéll be equal to a dollar amount equal to 5tthe
quarterly installment of the base management fedeti by a value equal to the higher of book vadeeshare
as of the end of the quarter immediately precethiegraluation date or:

« if the common stock is traded on a securitieharge, the value shall be deemed to be the avefage
the closing prices of the common stock on such @xgh on the five business days after the date on
which a regular quarterly dividend to stockholderpaid;

» if the common stock is not traded on a securitiechange but is actively traded over-the-couttter,
value shall be deemed to be the average of thenglb&ds or sales prices, as applicable, on the fiv
business days after the date on which a regulateriyadividend to stockholders is paid; and

» if the common stock is neither traded on a séearexchange nor actively traded over-the-coyler
value shall be the fair market value per shareeasonably determined in good faith by our board of
directors (including a majority of our independdirectors).

If no dividend is paid in any quarter, the calcigiatshall be made as of the 60th day followingehd of
the preceding quarter. Our Manager has agreedidoang shares of common stock received by it asnesy of
the base management fee for at least three yeanstire date such shares of common stock are rechivé.

Incentive fee:  Our Manager will be entitled to an incentivenmagement fee that is payable quarterly in
arrears in cash in an amount equal to one-four2086 of the dollar amount by which (i) the sum Af the
aggregate cash dividends, if any, declared outioREIT taxable income by our board of directorggtde to
the holders of our common stock and (B) the agdeegash distributions, if any, declared out of RET
taxable income of the operating partnership (wittduplication) by the operating partnership payablbolders
of OP Units (other than any OP Units held by ua &snited partner) annualized, or the annualizeddéinds an
distributions, in respect of such calendar quatkeeeds (ii) the product ¢fl) the book value per share of our
common stock as of the end of each such quarteipined by the number of shares of our common stoui
OP Units (other than any OP Units held by us asmidd partner) outstanding as of the end of swathraar
quarter and (2) 8%. Notwithstanding the foregommjncentive fee will be payable to our Managehwéspect
to any calendar quarter unless our Core Earningeester than zero for the most recently completghit
calendar quarters, or the number of completed dalequarters since the closing date of the Orighnalate
Placement, whichever is less.

The following example calculation of the quartarigentive fee is included for illustrative purposesy. If
the following is true as of the end of a given dqeiar

e The Company'’s total outstanding shares: 9,0@,00
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*  The Company'’s total book value: $135,000,000

e Annual minimum “hurdle”: $10,800,000 (8% of tbkmok value)
e Company’s quarterly dividend: $0.50

«  Total dividend payment: $4,500,000

e Implied annual dividend: $18,000,000

then the annual Incentive fee would be 20% of mglied annual dividend minus the minimum hurdle, or
($18,000,000 - $10,800,000) x 20%, or $1,440,004,the quarterly fee paid will Bg'4 of this amount, or
$360,000.

Core Earnings is a noBAAP financial measure and is defined as net incioss) as determined accord
to GAAP, excluding non-cash equity compensatioreaesg and any unrealized gains or losses from noark-t
market valuation changes (excluding other-than-teamy impairments, as defined by GAAP) that aréduided
in net income for the applicable period. The amautitbe adjusted to exclude (i) one-time eventsspant to
changes in GAAP and (ii) non-cash items that injtidggment of management should not be includedareC
Earnings, which adjustments in clauses (i) ands(igll only be excluded after discussions betwegrManager
and our independent directors and after approval imajority of our independent directors. For pggmof
calculating the incentive fee prior to the commletof the eight calendar quarters following theg®wal Private
Placement, Core Earnings will be calculated orbiss of the number of days that the managemeaeammt
has been in effect on an annualized basis.

Our Manager will be entitled to an incentive fedydhour board of directors declares a dividenanfr
REIT taxable income, and the incentive fee willdagrable at the same time that the dividend is dayabour
stockholders. Our Manager will not receive any iriae fee in respect of a dividend constitutingurn of
capital. Calculations of REIT taxable income artdime of capital for purposes of determining theeimiive fee
shall be made in accordance with Sections 856 gir@60 of the Code and the other sections of ttie@nd
the regulations thereunder applicable to us.

Expense Reimbursemen

Our Manager submits monthly statements with resjpeall amounts payable by us, setting out theisesv
provided and the amount billed as a result of mhmg such services. We reimburse our Manager fahiadl-
party, out-of-pocket costs incurred by our Manageruding third-party diligence and valuation cohants,
legal expenses, auditors and other financial sesvié/e do not reimburse our Manager for lease costslaries
and expenses of employees of our Manager. Our tegsalnent obligation is not subject to any dollamitiation.
Expenses are reimbursed in cash on a monthly Bfeis.require services that do not fit within thedinary
course services described in the management agneéasean example, but not as any limitation, ifaxe
considering a non-ordinary course acquisition) awd our Manager will use our best efforts to agmre¢he
nature of the costs for which we shall be respdasib

Termination

Neither we nor our Manager may terminate the mamagé agreement without cause during the first 24
months of its term. Following such 24-month periad, may terminate the management agreement without
cause or in connection with any renewal of the rgang&nt agreement upon the determination of at teast
thirds of our independent directors that (i) theas been unsatisfactory performance by our Marthgéis
materially detrimental to us, or (ii) the compeimapayable to our Manager under the managemeateagmt i
unreasonable, unless our Manager agrees to comjuenteat at least two-thirds of our independengcliors
determine is reasonable. Following such 24-monttogeour Manager may terminate the management
agreement without cause by providing written notacas no later than 180 days prior to DecembesfZiny
year, and the management agreement will termirfégetiwe on the December 31 next following the dely of
such notice.

We will be required to pay our Manager a terminafiee in the event that the management agreement is
terminated as a result ¢f) a termination by us without cause, (ii) oucidéon not to renew the management
agreement, including for failure to agree on redisempensation, (i) a termination by our
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Manager as a result of our becoming regulated dsmaestment company” under the Investment Comp&acty
(other than as a result of the acts or omissiomipManager in violation of investment guidelirsggproved by
our board of directors), or (iv) a termination by &anager if we default in the performance of amterial
term of the management agreement (subject to eenatid cure period).

The termination fee will be equal to twice the camelol base fee and incentive fees payable to ouralylem
during the 12-month period ended as of the entiefitost recently completed fiscal quarter prichtodate of
termination. In the event the management agreeméstminated for any reason, the trademark license
agreement will terminate within 30 days, and bothamd Gregory will have certain rights to termirthie

servicing agreement. See “Certain RelationshipsReldted Party Transactions—Gregory Servicing
Agreement.”

Conflicts of Interest Relating to our Manager

We are subject to conflicts of interest relatingpts Manager because, among other things:

»  Our executive officers who are officers of ouahhger are not required to devote a specific amafunt
time to our affairs.

«  Our Manager’s liability is limited under the nagement agreement, and we have agreed to indemnify
it with respect to all expenses, losses, damagdslities, demands, charges and claims arisingnfro
acts or omissions of such indemnified parties woistituting reckless disregard of our Manager’s
duties under the management agreement, bad faittul wisfeasance or gross negligence. As a re
we could experience poor performance or lossewliicch our Manager would not be liable.

* Under the management agreement, we are recioiggaly our Manager a base management fee based
on our stockholders’ equity and incentive fees Baseour cash dividends to stockholders. Although
we believe this fee structure aligns our Managarterests with those of our stockholders, our &g
may be incentivized to select investments in misleyrassets at the expense of other criteria, asch
preservation of capital. Actions taken in that régaay fail to generate any returns. Our Manager
not be able to devote substantial time and eféoseeking investments that provide attractive risk-
adjusted returns for our portfolio, which couldtimn, materially and adversely affect us.

*  We expect to be the exclusive investment vetimm@ur Manager and its affiliates to acquire amah
re-performing, sub-performing and non-performingtgage loans. Our Manager has agreed that, for
so long as the management agreement is in effdgpr@vided that either we have on hand an average
of $25 million in capital available for investmentesthe previous two fiscal quarters or our
independent directors determine that we have thigyatb raise capital at or above our most recent
book value, neither it nor any of its affiliatediwi) sponsor or manage any investment vehicle or
company whose investment strategy will involve agqgg re-performing, sub-performing and non-
performing mortgage loans unless our Manager obtai@ prior approval of a majority of our
independent directors (including a majority of cudependent directors) or (ii) acquire assets
consistent with our investment mandate on behadihother investment vehicle unless we are first
offered the investment opportunity and a majorftpar board of directors (including a majority afrc
independent directors) decide not to acquire sashbta.

«  Each manager, partner, officer or employee of\danager may engage in any other business or to
devote his or her time and attention in part to atiner business, whether of a similar or dissimilar
nature, or to receive any fees or compensatiommmection therewith; provided that each such person
has agreed with our Manager that he or she shaéimgage in any such business or devote his or her
time and attention to any other entity that invésthe asset classes in which we intend to insest
long as either we have on hand an averadgg2&fmillion in capital available for investmentemthe
previous two fiscal quarters or our independerdgalors determine that we have the ability to raise
capital at or above our most recent book valuelueiieg any transactions that may be in existence on
the date hereof. In addition, directors, officensiployees, partners and stockholders of the Company
or our operating partnership are
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or may become interested in our Manager and itsadd, as directors, officers, employees, pagner
stockholders, members, managers or otherwise, andlanager and directors, officers, employees,
partners, stockholders, members and managers dflauager and its affiliates are or may become
similarly interested in us or our operating parsihgp as stockholders, members or partners or
otherwise.

* To avoid any actual or perceived conflicts dénest with our Manager, we will not purchase [didf
assets from (or sell portfolio assets to) our doescor officers, our Manager, Aspen, or any ofrthe
affiliates, nor will we engage in any transactioihich these persons have a direct or indirect
pecuniary interest, including in connection witke #ecuritization of any of our mortgage loan assets
Excluded from this provision are our agreement$ witr Manager and Servicer, the acquisition of the
Initial Portfolio, and any transactions approveddoyajority of the independent directors of ourrdoa
of directors.

See “Risk Factors—Risks Related to Our ManagemmhQur Relationship with our Manager, the Servaredt
Aspen.”

Manager's Management of Our Operating Partnership

Substantially all of our assets are and will balhsl, and substantially all of our operations vl
conducted through, our operating partnership, eiirectly or through its subsidiaries or trustsifse benefit.
Great Ajax Operating LLC, which we refer to as tgeneral partner,is the sole general partner of our operz
partnership. We own 100% of the membership interiesthe general partner. We do not intend toalist
operating partnership interests on any exchangeynational market system. The provisions of qarating
partnership’s limited partnership agreement arerilessd under “Operating Partnership” in this pragps.

The general partner is controlled by us, as we d0@% of the membership interest of the generahpart
The general partner, therefore, is managed by amadger through the management agreement. Except as
otherwise expressly provided in the limited parshgy agreement and subject to the rights of holdeasy clas
or series of operating partnership interests, ath@agement powers over the business and affaisrafperating
partnership are exclusively vested in our Manalgerugh its management of us and the general paitioer
limited partner of our operating partnership, fdapacity as a limited partner, has any rightatigipate in or
exercise control or management power over our tipgrpartnership’s business and affairs other thamugh
our board of directors’ oversight of our Managerkecutive officers who manage our business. Whitlitdid
exceptions, the general partner, though our Managey execute, deliver and perform agreements and
transactions on behalf of our operating partneraliipout the approval or consent of any limitedtpar.

Governance and Restrictions on Our Manage's Operations

Under the operating agreement for our ManageQras &s either REIT Institutional Investor owns less
than 4.9% of the outstanding equity of our Managar,Manager may not (directly or indirectly thréug
subsidiaries or otherwise), and may not cause nipés subsidiaries to, engage in the followiragities
without the consent of such investor(s) that ownless than 4.9% of our Manager’s outstanding gquit

»  Engage in any business activities other thaexpsessly authorized by the operating agreement;

e Issue or sell any membership interest in our &¢@m or authorize any options or incentive equity i
excess of that approved by the members;

*  Make any payment in distribution to, or rederoptof the membership interest of, any member other
than as expressly provided in the operating agretnfeour Manager;

»  Create, incur, assume or become responsibkhégpayment of any indebtedness, including any
funded debt, any liability to a subsidiary or affie, and any guaranty of indebtedness of another
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person (or agree to the amendment of the termsyobfthe foregoing) in excess f.0,000
individually or $50,000 in the aggregate, othentirdercompany payments specified in the approved
budget and trade payables, in each case that@meéd in the ordinary course and are not matarial
the aggregate;

Incur, assume or suffer any lien upon or in eesf any of its property or assets to secure any
indebtedness;

Acquire any material assets or properties other #sexpressly contemplated by the operating by
Enter into partnerships, joint ventures or matdyusiness alliances with any person;

Form or establish any subsidiary or otherwisgu&e an interest in, or contribute capital to, any
person;

(i) Sell or otherwise dispose of any assetsusfManager (including the shares of our commonkstoc
owned by our Manager) other than obsolete asskt®sdisposed of in the ordinary course of
business or (ii) sell or agree to sell or othervdispose of all or substantially all of the assétsur
Manager, (iii) make any public offering of secwag#tiof our Manager, (iv) combine the assets of our
Manager with the assets of any other entity origipete with any other entity in any investment{\o}
consolidate or merge with any other entity;

Terminate its existence, liquidate, or file fmrotherwise commence proceedings with respect to
bankruptcy, reorganization, receivership or sinstatus;

Initiate, settle or compromise any materiabhtiion, arbitration, investigation, audit or other
proceeding;

Subject to existing related party lines of ctedid other arrangements to be disclosed to trestors,
(i) be a party to any transaction or other arrargygnwith its managers, the owners and principals of
Aspen Yo, their family members or any entity owmeaontrolled by any of them or (ii) agree to any
non-deminimis amendment, modification or waivean§ such arrangement that was previously
approved by the investors;

Change its form of organization or make or cleaagy tax election, change any annual tax accagyintin
period, adopt or change any method of tax accognaive or extend the statute of limitations in
respect of taxes or file any claim for a tax refuachend any tax return, enter into any closing
agreement with respect to taxes, or settle angltam or assessment or surrender any right toimcla
for a tax refund, offset or other reduction in liability;

Make any loan or advance to any person, othaer #ulvances of business expenses in the ordinary
course of business consistent with past practice;

Adopt or amend any equity incentive or other Exyge benefit plan or arrangement, including any
employment or severance arrangement;

Make payments, including payments to Aspen Yaror other affiliate of our Manager, in excess of
amounts specified in the approved budget, subjeatde minimis basket;

Terminate, or modify or waive in any materiagdpect, the management agreement or any other
management agreement of our Manager or a subsiditryus;

Modify or waive any provision of the operatingreement of our Manager;
Subcontract or delegate our management otharttha wholly owned subsidiary of our Manager; or

Change the Manager’s independent auditor @dt®unting practices except as required by appécab
accounting standards.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
Ownership of our Manager, Great Ajax FS LLC and Asgen Yo LLC

Our Manager

Upon the closing of the Original Private Placemar,received a 19.8% equity interest in our Manager
which is held by Thetis TRS. Our Manager is own8@d% by Thetis TRS, 26.73% by Flexpoint REIT Ineest
26.73% by the Wellington Management Institutiomalddstor and its wholly owned subsidiaries and tilarce
of 26.74% by Aspen.

Great Ajax FS LLC and Aspen Yo LL!

The REIT Institutional Investors directly or inditty each own 9.8% of Great Ajax FS LLC, the pamnt
the Servicer and subsidiary of Aspen Yo LLC, whigheferred to herein as Aspen. See “—Agreemerits wi
Anchor Investors” below.

Aspen is managed by its manager, MARS Developmk6t IMr. Mendelsohn controls 50% of the man:
of Aspen and has certain economic and/or managenmggits with respect to 7.8% of the interests ipés
Steven Rosenberg, the President of Gregory anfibtimeler of Aspen Capital (the business trade namthé
group of companies using the Aspen name), continel®ther 50% of the manager of Aspen, and hesor hi
affiliates own 24.7% of the interests in Aspen; Bchaub owns 2.5% of the interests in Aspen; pextoie
Aspen Capital who are not involved in the operaiohAspen own 14.2% of the interests in AspentlaTo
employee of Aspen owns less than 0.2% of the isteli@ Aspen, and the balance of the interestssjyeA are
held by investors not affiliated with Aspen.

In connection with the closing of the Original Rrig Placement, Aspen entered into an agreementwith
pursuant to which Aspen agreed, for itself and elmalif of its subsidiaries, that it may not engagany busines
or provide any services to any other entity thaests in the asset classes in which we intendviesirso long as
either we have on hand an averagé&ab million in capital available for investmentanthe previous two fiscal
quarters or our independent directors determinevibehave the ability to raise capital at or aboue most
recent book value.

Management Agreemeni

For a detailed description of the management ageagraee “Our Manager and the Management
Agreement.”

Gregory Servicing Agreement

Upon the closing of the Original Private Placemer,entered into the servicing agreement. Under the
servicing agreement, Gregory services our residieatid commercial mortgage loans and provides loan
modification, assisted deed-in-lieu, assisted deedkase and other loss mitigation programs. $ergifees are
0.65% annually of UPB for performing and re-perforgiloans and 1.25% annually of UPB for non-perfioign
loans, and are paid monthly. The total fees inclimgus for these services depend upon the UP Byaiedof
mortgage loans that Gregory services pursuanietéettms of the servicing agreement.

Gregory also provides property management, leaseagement and renovation management services
associated with the real properties we acquire woowersion of residential mortgage loans that wa or that
we acquire directly and assists in finding thirdtpdinancing for such properties. Servicing feesdur real
property assets is the greater(dfthe servicing fee applicable to the underlyingrtgage loan, or (ii) 1.00%
annually of the fair market value of the REO asoeably determined by our Manager or 1.00% annwadltiie
purchase price of any REO otherwise purchased b@megory is reimbursed for all customary, reastmahd
necessary out-of-pocket costs and expenses incarted performance of its obligations, the actugt of any
repairs and renovations. We do not reimburse Gyefgoiits employees’ salaries. The total fees inediby us
for these services will be dependent upon the ptppalue, previous UPB of the relevant loan, ameltumber
of REO properties. Gregory receives no additiosahgensation from us for originating REO sale finagor
other loans that we acquire.
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The total expenses incurred by us for these sexvigiédepend upon the property value and leasid) a
renovation costs required on an asset-specificlzas will vary significantly based upon the looatand
condition of the asset as well as current marketlitons and tenant turnover. Gregory has freqyereten able
to reduce tenant turnover by allowing the paymémbanthly rent by tenants in cash. Gregory has ez
software for use by its lockbox provider that eesldny tenant to go to any bank branch of the lmcidoovider
in 49 states (not in Hawaii) and make a cash reposit and receive a receipt.

The agreement has an initial term of 15 years, lwtéem will automatically renew for successive gear
terms unless either party sends a notice of noewahto the other party at least 180 days befaetmpletion
of the initial or renewal term, as applicable. Reitwe nor the Servicer may terminate the servieigrgement
without cause during the first 24 months of itsrteFollowing such 24-month period, we may terminthte
servicing agreement only for cause or if we terr@rthe management agreement for cause. Followicly 24+
month period, the Servicer may terminate the sengiagreement without cause by providing writtetigeoto u:
no later than 180 days prior to December 31 ofyaayr, and the servicing agreement will terminateative on
the December 31 next following the delivery of saciice. The servicing agreement also providesttiet
Servicer may terminate the agreement within 18& ddier receiving notice that the management ageathas
terminated, without any termination payment byfubké management agreement has been terminateddse.
If the management agreement has been terminatedtb#m for cause and the Servicer terminatesaiwicing
agreement, we will be required to pay a terminatéanequal to the aggregate servicing fees payatder the
servicing agreement for the immediate precedingh@th period. The management agreement will
automatically terminate at the same time as thd@deg agreement if the servicing agreement is teated for
any reason.

Gregory, as a subsidiary of Aspen, shares employigkother subsidiaries of Aspen and in its diore
may employ additional employees and retain otheéependent contractors and agents that may be gabvid
through Aspen or from other third parties.

Gregory continues to service the assets it cuyretivices for funds managed by Aspen and itsatfi
and may in its discretion service assets that areeaperforming, sub-performing or non-performmgrtgage
loans (such as Agency loans). Gregory has agreedided either that we have on hand an averadk?6f
million in capital available for investment oveetprevious two fiscal quarters or our independ@ettbrs
determine that we have the ability to raise capitalr above our most recent book value, not taicere-
performing, sub-performing or non-performing moggdoans for either affiliates of our Manager or
independent third parties; however, as long asrhjerity of our independent directors approve, Grggan
service any assets for affiliates or independend gharties, including if we determine not to agguassets that
would otherwise be appropriate for us.

Trademark License Agreement

Upon the closing of the Original Private Placemar,entered into a trademark license agreement with
Aspen, Under the trademark license, Aspen grangsna-exclusive, non-transferable, non-sublicelesab
royalty-free license to use the name “Great Ajaxd #éhe related logo. We also have a similar licdnagse the
name “Thetis.” The agreement has no specified tdrthe management agreement expires or is tereihabe
trademark license agreement will terminate witltOrdays. In the event that this agreement is terméihaall
rights and licenses granted thereunder, includognot limited to, the right to use “Great Ajaxi’ @ur name
will terminate. Upon the closing of the OriginaiRte Placement, Aspen also entered into a suliesiignt
identical trademark license that grants our Managaon-exclusive, non-transferable, non-sublicelesabyalty-
free license to use of the name “Thetis.”

2014 Director Equity Plan

For a description of our 2014 Director Equity Plaee “Management—Compensation of Directors—2014
Director Equity Plan.”
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Agreements with Anchor Investors

Wellington Management Institutional Investa

In the Original Private Placement and related itmest agreements, the Wellington Management
Institutional Investor acquired the following ingsts and rights in the aggregate, either directihimugh one o
more wholly owned subsidiaries:

Interests in our common sto—1,645,363 shares of our common stock (inclusivehafres issuable

upon redemption of 468,106 OP Units on a 1-fordig)aand the right, prior to the closing of our

initial public offering, subject to certain customaxclusions, with respect to future sales by fusup
common stock or securities convertible into comrstmtk, to acquire their respective pro rata pogt

of such offered shares that equals the proportiahthe number of shares of common stock issued and
held, or issuable upon conversion of any convertigicurities then held, by such account bearsto th
total number of shares of our common stock thestantling (assuming full conversion and exerci

all outstanding convertible and exercisable seies)it

Interests in Great Ajax FS LL—(i) 9.8% of the equity of Great Ajax FS LLC, a sidiary of Aspen

and parent of the Servicer (including the intelesifing promissory notes from GA-FS in the
aggregate principal amount 8fL..05 million that automatically converted int®% equity interest in
GA-FS on September 15, 2014), and (ii) two nondfarable ten-year warrants, which each permit the
holder to acquire an additional 9.9% equity intene$GA-FS at a premium to the original purchase
price, exercisable subject to certain regulatoguirements or in the event of a contemporaneowes sal
of the equity interests of GA-FS; and

Interests in our Manage—26.73% of the equity of our Manager.

In addition, the Wellington Management Institutibimevestor and other investment funds sponsored and
advised by Wellington Management Company LLP sold% equity interest in Little Ajax Il to us.

The Wellington Management Institutional Investorghased 650,000 shares of common stock (inclugi
shares issuable upon redemption of 156,000 OP Onits1-for-1 basis) in the Second Private Placémen

Flexpoint Ford

In the Original Private Placement and related itmest agreements, Flexpoint Great Ajax Holdings LLC
acquired the following interests and rights:

Interests in our common sto—1,645,363 shares of our common stock, and the, igior to the
closing of our initial public offering, subject tertain customary exclusions, with respect to fitur
sales by us of our common stock or securities atife into common stock to acquire its pro rata
portion of such offered shares that equals thegtimm that the number of shares of common stock
issued and held, or issuable upon conversion otanyertible securities then held, by Flexpoint R
Investor bears to the total number of shares ofoormon stock then outstanding (assuming full
conversion and exercise of all outstanding coniertind exercisable securities);

Interests in Great Ajax FS LL—(i) 9.8% of the equity of Great Ajax FS LLC, a sidiary of Aspen
and parent of the Servicer (including the intetestring promissory notes from GA-FS in the
aggregate principal amount 8fL..05 million that automatically converted int@% equity interest in
GA-FS on September 15, 2014) and (ii) two non-fienable ten-year warrants, which each permit the
holder to acquire an additional 9.9% equity intehe$GA-FS at a premium to the original purchase
price, exercisable subject to certain regulatoguirements or in the event of a contemporaneos sal
of the equity interests of GA-FS; and

Interests in our Manage—26.73% of the equity of our Manager.
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In addition, so long as Flexpoint REIT Investor amdts affiliates own at least 9.8% of our outstizug
shares of common stock, Flexpoint REIT Investol dlve the right to nominate a representative lect®n as
a member of our board of directors.

Flexpoint Ford is also the manager of the investrfiamd whose affiliate sold a 41% equity interest.ittle
Ajax Il to us.

The Flexpoint REIT Investor purchased 192,137 shafeommon stock in the Second Private Placement.

Original Private Placement, Initial Portfolic

Our Manager used $1 million of the aggregate praedé®m the REIT Institutional Investors to acquire
66,666 shares of our common stock in the Origimialafe Placement. GA-FS contributed to the Servicer
$4 million of the aggregate proceeds from the REBTitutional Investors, which used such fundsdquare
266,667 shares of our common stock. In additionuserl $48.8 million of the proceeds in the OrigiPalate
Placement offering to acquire our initial portfoibmortagerelated assets through acquisition of the 82% i
interests in Little Ajax Il owned by the REIT Instiional Investors and affiliated entities. For gideal
information, see “Management’s Discussion and Asialpf Financial Condition and Results of Operatien
Liquidity and Capital Resources.”

Governance Matter:

In connection with their acquisition of interestsour Manager and GA-FS, the REIT Institutionaldstors
entered into an operating agreement with our Manage Great Ajax FS LLC pursuant to which our Masrag
and GAFS agreed not to take certain actions outsideeif thspective ordinary course of operations withiba
consent of the REIT Institutional Investors. Seeif®lanager and the Management Agreement—Governance
and Restrictions on Our Manager's Operations” flditonal information about the our Manager’s opie
agreement.

Additional Sale of Shares

On January 21, 2015, in order to satisfy the rexpént that we have at least 100 stockholders damfary
30, 2015 (see “Material U.S. Federal Income Taxdiitsrations—Requirements for Qualification”), wédso
5,250 shares of common stock to affiliated persdrasprice of$15.00 per share, the last price at which shares
were sold to unaffiliated purchasers in the Sed@mate Placement in December 2014, for an aggeegat
purchase price 0$78,750. Aspen ML, an Aspen Capitdfiliated company, purchased 3,150 shares alllo€i
were distributed to its employees as bonus compiensancluding Messrs. Mendelsohn, Schaub and @hl.
addition, Mr. Mendelsohn, Mr. Schaub and Mr. Ogpenchased 560, 280 and 350 shares, respectiveighwh
they primarily distributed as gifts to family menmbend charitable organizations. The shares isisuitis
transaction are subject to lock-up on the samegeasifor directors and officers as set forth under
“Underwriting—Lock-up Agreements.”

Related Party Transaction Policy

Our board of directors has adopted a policy andextore for review, approval and monitoring of
transactions involving related persons, including Manager, the Servicer, directors and executffiesss or
their immediate family members and stockholdersiog5% or greater of our outstanding stock, withim
written Code of Business Conduct and Ethics. Afyesion that potentially qualifies as a conflictioferest will
immediately be disclosed to the Audit Committe@dsess the nature and extent of any concern assviie
appropriate next steps, including whether suctagidn requires approval of the board of directorsluding a
majority of the disinterested directors. Relatedspes are required to obtain the prior written apgl of the
Audit Committee of the board of directors beforetiggpating in any transaction or situation thatynpose a
conflict of interest. In considering a transactitre Audit Committee will consider all relevant fiacs including
(i) whether the transaction is in our best intexe§i) alternatives to the related person trarisactiii) whether
the transaction is on terms comparable to thosiéabl@to third parties; (iv) the potential for thransaction to
lead to an actual or apparent conflict
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of interest and any safeguards imposed to prewmfit gctual or apparent conflicts; and (v) the ovéaaness ol
the transaction to us. The Audit Committee willipdically monitor any approved transactions to eeshat
there are no changed circumstances that would rétadvisable for us to amend or terminate thedaation.

126




TABLE OF CONTENTS

PRINCIPAL STOCKHOLDERS

The following table sets forth the total number @edcentage of our shares of common stock that are

beneficially owned at the date hereof and immetjidadlowing the close of this offering by: (1) dabtolder of
more than 5% of our common stock; (2) each direatat director-nominee; (3) our chief executiveasfiand
our other executive officers; and (4) all executifiicers and directors as a group. Percentage @hipe
calculations are based on 11,854,591 shares afasnmon stock outstanding as of January 30, 2015 and
16,229,591 shares of our common stock outstanditmnfing this offering (assuming redemption of 6236 OF
Units on a 1-for-1 basis into shares of our comstogk and no exercise of the underwriters’ ovetalént

option).
Shares Beneficially Ownec Shares Beneficially Ownec
Before the Offering After the Offering
Number Percent Number Percent

Ithan Creek Master Investors (Cayman) L1p. 2,295,36. 19.4%  2,295,36: 14.2%
Flexpoint Great Ajax Holdings LL&) 1,837,501 15.5% 1,837,50 11.2%
Luxor Capital Group, L 1,300,00! 11.C% — —
Aspen Yo LLC® 348,05: 28% 347,95 2.1%
Thetis Asset Management LLC 81,281 * 81,281 *
Lawrence Mendelsohid ®)(7) 810,40 6.6% 810,30 5.C %
Russell Schaub*®(") 462,35( 36% 462,35 2.8
Glenn Ohl 7C * 7C *
Steven L. Begleitef) — — — —
John C. Condas** — — — —
Jonathan Bradford Handley, . 2,83¢ * 2,83¢ *
Daniel Hoffman® (1 2,83¢ * 2,83¢ *
J. Kirk Ogren, Jrt91) 3,18¢ * 3,18¢ *
Executive officers and directors as a group

(8 personsit 2)1 3) 819,67t 6.5% 819,57t 5.C%

*%

@

@)

Less than 1%
Director nominee

Includes 624,106 OP units (453,551 of which areeethable for cash (or at our election shares of our
common stock) beginning on July 8, 2015, 14,55&tth are redeemable for cash (or at our election
shares of our common stock) beginning on Augug015 and 156,000 of which are redeemable for cash
(or at our election shares of our common stockjriségg on December 16, 2015). Wellington Manager
Company LLP, an investment adviser registered utidemvestment Advisers Act of 1940, as amended, i
the investment adviser to Ithan Creek Master IrorsgiCayman) L.P. Wellington Management Company
LLP is an indirect subsidiary of Wellington Managamh Group LLP. Wellington Management Company
LLP and Wellington Management Group LLP may be degto beneficially own the shares indicated in
the table, all of which are held of record by Itl2reek Master Investors (Cayman) L.P., and haveegha
voting power and dispositive power with respedhi shares owned by Ithan Creek Master Investors
(Cayman) L.P. The business address of Ithan Cresstdvl Investors (Cayman) L.P., Wellington
Management Company LLP and Wellington Managemeat®LLP is 280 Congress Street, Boston,
Massachusetts 02210. Wholly owned subsidiariethahl Creek Master Investors (Cayman) L.P. also own
interests in our Manager and GA-FS, the parent®fServicer. See “Structure and Formation” a@drtain
Relationships and Related Party Transactions—Agee¢mith Anchor Investors.”

The business address of Flexpoint Great Ajax HgllioLC is c/o Flexpoint Ford, LLC at 676 N. Michig
Avenue, Suite 3300, Chicago, IL 60611. Flexpoint&@rAjax Holdings LLC also owns interests in our
Manager and GA-FS, the parent of the Servicer."Sgacture and Formation” and “Certain Relationship
and Related Party Transactions.”
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@)

(4)

®)

(6)
7

®

9)

Includes 601,116 shares owned by Luxor CapitaineestOffshore Master Fund, LP, 533,393 shares o

by Luxor Capital Partners, LP, 120,674 shares ovinyelduxor Wavefront, LP and 44,817 shares owned by
OC 19 Master Fund, L.P (the “Luxor Entities”). Tiesiness address of Luxor Capital Partners Offshore
Master Fund, LP is c/o M&C Corporate Services LadjtP.O. Box 309 GT, Ugland House, South Church
Street, George Town, Grand Cayman, Cayman Isldisbusiness address of Luxor Capital Partners, LP,
Luxor Wavefront, LP and OC 19 Master Fund, L.R/sLuxor Capital Group, 1114 Avenue of the
Americas, 29th Floor, New York, NY 10036. Luxor @apGroup, LP, or Luxor Capital, is the investment
manager of the Luxor Entities and may be deeméteficially own the shares owned by the Luxor
Entities. Luxor Capital also has voting and invesstirdiscretion over securities held by the Luxotiti&s.
Christian Leone, in his capacity as Manager of liulManagement, LLC, the general partner of Luxor
Capital, makes voting and investment decisionsedralf of Luxor Capital in its capacity as investrnen
manager to the Luxor Entities. See “Selling Stod#tars.”

Aspen is an affiliate of our Manager and the indifgarent of the Servicer. Our Manager and theiSarv
own 81,287 and 266,667 shares, respectively. Mnddisohn controls 50% of the manager of Aspen and
has certain economic and/or management rightsregbect to 7.8% of the interests in Aspen; Steven
Rosenberg, the President of Gregory and the founfd&spen Capital, controls the other 50% of the
manager of Aspen and he or his affiliates own 2407 %he interests in Aspen. See “Structure and
Formation Transactions” and “Certain Relationslaipd Related Party Transactions—Ownership of our
Manager, Great Ajax FS LLC and Aspen Yo LLC.” Thesimess address of Aspen is 9400 SW Beaverton-
Hillsdale Hwy, Suite 131, Beaverton, OR 97005.

Includes 280 shares owned by or for the benefiti®Epouse and children who live in his home. $e® a
note (3).

Includes 280 shares owned by or for the benefii®Epouse and children who live in his home.

462,000 of these shares are owned of record bynoelaAspen LLC, the managers of which are
Mr. Mendelsohn, Mr. Schaub and Mr. Rosenberg (s¢e (@) above), who are also members thereof.

Mr. Begleiter is a Managing Director of FlexpoirdarH, LLC, the manager of the investment fund thens
Flexpoint Great Ajax Holdings LLC. However, Mr. Betjer does not have voting or dispositive power
over the shares of common stock owned by Flexpgieat Ajax Holdings LLC.

2,000 of these shares of common stock are sulgjecohe year vesting period.

(10) Mr. Hoffman is a member of Telamon Aspen LLC bus$ ha voting or dispositive rights with respect

thereto. See also note (9) above.

(112) Includes 350 shares owned by or for the benefiitpouse and children who live in his home. Myred

is a member of Telamon Aspen LLC but has no vodingdispositive rights with respect thereto. See als
note (9) above.

(12) See notes (4), (5), (6), (7), (8), (9), (10) ant)(1

(13) Includes Mr. Condas.
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SELLING STOCKHOLDERS

The following table sets forth information, as leétdate hereof, with respect to the selling stolddrs
named in the table, shares of our common stockficéaily owned by the selling stockholders and ssathat
the selling stockholders propose to offer purst@rhis prospectus. In accordance with SEC rulesh selling
stockholder’s beneficial ownership includes:

« all shares over which the selling stockholdes tiashares voting or dispositive power; and

« all shares the selling stockholder has the riglacquire within 60 days (such as upon exerdise o
options that are currently vested or that are sdeeldo vest within 60 days or warrants that are
immediately exercisable or exercisable within 69sjaThe shares issuable under those options or
warrants are treated as if were outstanding forprding the percentage ownership of the person
holding those options or warrants but are not éetas if they were outstanding for purposes of
computing the percentage ownership of any othesguer

The shares of our common stock offered by therge#itockholders pursuant to this prospectus were
originally issued and sold by us in connection wfite Private Placements in July, August and Decembe

Percentage ownership calculations are based 084,581 shares of our common stock outstanding as of
the date hereof and 16,229,591 shares of our consiwek outstanding following this offering (assumin
redemption of 624,106 OP Units on a 1-for-1 basig shares of our common stock and no exerciseeof t
underwriters’ overallotment option). To our knowdeg except as indicated in the footnotes to tHeviahg
table, entities identified in the table below héwve sole voting and investment power with respeetitshares c
our common stock shown as beneficially owned bynthe

No selling stockholder since our inception has &ayl position, office or other material relationshijph us
or any of our affiliates.

Shares Offered

Beneficial Ownership Pursuant to this Beneficial Ownership
Prior to this Offering Prospectus After this Offering
(Maximum Number

Shares Shares
Name of Selling Stockholder Owned Percentage that may be Sold) Owned Percentage
Luxor Capital Group, LK 1,300,00! 11.C% 1,300,00! — —
Trishield Capital Management LL& 400,00( 3.4% 159,66" ) 240,33 1.5%
Falcon Global Partners LL“) 33: * 332 — —

*  Less than 0.1%

(1) Includes 601,116 shares owned by Luxor CapitalineestOffshore Master Fund, LP, 533,393 shares o
by Luxor Capital Partners, LP, 120,674 shares ovinyelduxor Wavefront, LP and 44,817 shares owned by
OC 19 Master Fund, L.P (the “Luxor Entities”). Lux@apital Group, LP, or Luxor Capital, is the
investment manager of the Luxor Entities and magdmmed to beneficially own the shares owned by the
Luxor Entities. Luxor Capital also has voting andestment discretion over securities held by theou
Entities. Christian Leone, in his capacity as Maragf Luxor Management, LLC, the general partner of
Luxor Capital, makes voting and investment decision behalf of Luxor Capital in its capacity as
investment manager to the Luxor Entities.

(2) The shares beneficially owned by Trishield Capitahagement LLC are held by Trishield Special
Situations Master Fund Ltd. (“Trishield”). Robert Harteveldt and Alan J. Buick Jr. exercise votmgl
investment discretion over the shares through TidiCapital Management LLC, the investment advisf
Trishield.

(3) Excludes 40,333 additional shares that may beisdlte event the underwriters exercise their
overallotment option in full. If such additionalagles are sold, Trishield Capital Management LLC ldiou
beneficially own 200,000 shares, or 1.17% of thaltgsued and outstanding shares, following cotigsie
of this offering.

(4) Voting and investment discretion over the shardd bg Falcon Global Partners LLC is exercised by
Bobbie Lee, its managing member.
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DESCRIPTION OF CAPITAL STOCK

The following summary description of our capitaicit does not purport to be complete and is suligect
and qualified in its entirety by reference to otader and our bylaws, copies of which have beled fas
exhibits to the registration statement of whicls thiospectus is a part. See “Where You Can FindeMor
Information”

General

Our charter provides that we may issue up to 1Z500® shares of common stock and 25,000,000 sbé
preferred stock, both having par value $0.01 parestPrior to this offering, 11,854,591 sharesamhmon stock
were issued and outstanding, including 6,000 shthegsare subject to a one-year vesting periodé2dd106
shares reserved for issuance upon redemption sfamuating OP Units held by persons other than usnan
shares of preferred stock were issued and outstgniliaryland law provides that none of our stocklieos is
personally liable to our creditors for any of obtigations solely as a result of that stockholdstaus as a
stockholder.

Voting Rights of Common Stock

Subject to the provisions of our charter regardasgjrictions on the transfer and ownership of shafe
common stock, each outstanding share of commok staiitles the holder to one vote on all mattetsnsitted
to a vote of stockholders, including the electiéulicectors, and, except as provided with respeetrty other
class or series of shares of our stock, the holofessir common stock possess the exclusive votavgep. Our
directors are elected by plurality. There is no alative voting in the election of directors or atlese, which
means that the holders of a majority of the outfitemshares of common stock, voting as a singkesclean eles
all of the directors then standing for election.

Under Maryland law, a Maryland corporation gengraiinnot dissolve, amend its charter, merge, teansf
all or substantially all of its assets or engaga share exchange unless advised by the boardectalis and
approved by the affirmative vote of stockholder&lhmy at least two-thirds of the shares entitlegdte on the
matter, unless a lesser percentage (but not lassatimajority of all the votes entitled to be acasthe matter) is
set forth in the corporatios’charter. Our charter provides for approval byagonity of all the votes entitled to
cast on the matter for the matters described syghragraph, except that the charter requiremest iwo-thirds
vote to remove directors may be amended only witir@aval of two-thirds of the votes entitled to lasic

Dividends, Liquidation and Other Rights

All shares of common stock offered by this prospeetill be duly authorized, fully paid and non-
assessable. Holders of our shares of common steckntitled to receive dividends when authorize@by
board of directors out of assets legally availdbiehe payment of dividends. They also will beited to share
ratably in our assets legally available for disttibn to our stockholders in the event of our ldation,
dissolution or winding up, after payment of or adtg provision for all of our known debts and lidigis. Thest
rights are subject to the preferential rights of ather class or series of our stock and to theigians of our
charter regarding restrictions on transfer of dacls.

Holders of our shares of common stock have no meée, conversion, exchange, sinking fund or
redemption rights and have no preemptive rightutzscribe for any of our securities. Subject tord®trictions
on transfer of capital stock contained in our afraaind to the ability of the board of directorsteate shares of
common stock with differing voting rights, all skarof common stock have equal dividend, liquidaéind othe
rights.

Our charter authorizes our board of directors ttessify any unissued shares of our common stdok in
other classes or series of classes of our stoclu@img preferred stock), to establish the numbeshares in eac
class or series and to set the preferences, caonersd other rights, voting powers, restrictidimajtations as tc
dividends or other distributions, qualificationsterms or conditions of redemption for each suels<lor series.
Further, our charter permits our board of directasithout stockholder action, to amend our chadéncrease (
decrease the aggregate number of shares of olrwtttcthe number of shares of any class or se&fiesock
that we have authority to issue.
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Preferred Stock

Our charter authorizes our board of directors ttassify any unissued shares of common stock into
preferred stock, to classify any unissued shargseférred stock and to reclassify any previoutgsified but
unissued shares of any series of preferred staskqursly authorized by our board of directors. Ptiissuance
of shares of each class or series of preferred star board will be required by Maryland law and charter to
fix the terms, preferences, conversion or othdrtsigvoting powers, restrictions, limitations aslieidends or
other distributions, qualifications and terms onditions of redemption for each class or seriesisTbur board
could authorize the issuance of shares of prefat@zk with terms and conditions that could haedfifect of
delaying, deferring or preventing a transactioa ghange of control that might involve a premiuncgfor
holders of our common stock or otherwise be inrthest interest. No shares of our preferred stoek a
outstanding, and we have no present plans to @sypreferred stock.

Power to Issue Additional Shares of Common Stock anPreferred Stock

We believe that the power of our board of directorissue additional shares of our common stock or
preferred stock and to classify or reclassify wnéskshares of our common stock or preferred stodk a
thereafter to cause us to issue such classifiedlotaissified shares of stock will provide us witbreased
flexibility in structuring possible future finanas and acquisitions and in meeting other needsharhight arise
The additional classes or series, as well as amnuan stock, will be available for issuance withfurther
action by our stockholders, unless stockholdeoads required by applicable law or the rules of atock
exchange or automated quotation system on whiclsexurities may be listed or traded. Although caarld of
directors has no intention at the present timeofiglso, it could authorize us to issue a classedes that coulc
depending upon the terms of such class or semdsy ddefer or prevent a transaction or a changerirol of us
that might involve a premium price for holders af gommon stock or otherwise be in their best eger

Policy on Poison Pills

We do not have a stockholders “rights plan,” wHiahthis purpose means any arrangement pursuant to
which, directly or indirectly, common stock or peafed stock purchase rights may be distributedokiolders
that provide all stockholders, other than persohe meet certain criteria specified in the arrangairée right
to purchase the common stock or preferred stoldsatthan the prevailing market price of the comsiock or
preferred stock (sometimes referred to as a “pgsidi. Our board of directors considers it unlikehat such a
plan would be considered in the future.

Our board of directors shall seek and obtain stolddr approval before adopting a poison pill; pded,
however, that the board may adopt a poison pillifjer the then circumstances, the board, includingjority
of its independent members, in its exercise didisciary responsibilities, deems it to be in thesbinterests of
the company’s stockholders to adopt a poison pthaeut the delay in adoption that would come frdma time
reasonably anticipated to be necessary to seekistioler approval.

If a poison pill were to be adopted without pritwckholder approval, the poison pill will either taified
by stockholders or expire, without being renewedeptaced, within one year.

Restrictions on Ownership and Transfer

In order to qualify as a REIT under the Code, dwares of capital stock must be beneficially owngd ®0
or more persons during at least 335 days of a taxedar of 12 months or during a proportionate pag shorte
taxable year. Also, no more than 50% of the vafuguo outstanding shares of capital stock (aftkinginto
account options to acquire shares of stock) maywseed, directly or constructively, by five or fewiadividuals
(as defined in the Code to include certain enjiti€bese requirements, however, are not applidatiee first
taxable year in which a REIT election is made.

Because our board of directors believes thatdsgential for us to qualify as a REIT, the chasgebject to
certain exceptions, contains restrictions on thmber of shares of our capital stock that a persay own and
prohibits certain entities from owning our shal@ar charter provides that, subject to certain etiorp, no
person, including a “group” (as defined in Sectl&{d)(3) of the Exchange Act, may
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beneficially own, or be deemed to own, by virtuetef applicable constructive ownership provisiohthe
Code, more than 9.8% in value or in number of shawmbichever is more restrictive, of the aggregédtine
outstanding shares of our common stock or the gadgeof the outstanding shares of our capital stOck
board may, in its sole discretion, waive the owhigréimit with respect to a particular stockholdieour board is
presented with evidence satisfactory to it thataivaeership will not then or in the future jeopamiaur status as
a REIT. In connection with the Original Private édenent, our board waived such limit in connectidtinthe
ownership by the REIT Institutional Investors ardtain other investors, for up to 20% of our thetstanding
common stock plus the percentage of our commork shat such person would be deemed to beneficoaiiy
or constructively own as a result of its ownergbfi@n interest in the Manager and the Servicer.

Our charter also prohibits any person from (a) bietadly owning shares of our capital stock thatuid
result in us being “closely held” under Section @§&f the Code or otherwise cause us to fail talifjuas a
REIT, and (b) transferring shares of our capitatktf such transfer would result in our capitalcit being
owned by fewer than 100 persons. Any person whaieggjor attempts or intends to acquire beneficial
ownership of shares of our capital stock that wilinay violate any of the foregoing restrictions on
transferability and ownership is required to giwdice immediately to us and provide us with sudieot
information as we may request in order to deterrttieeeffect of such transfer on our status as a REie
foregoing restrictions on transferability and ovwsiép do not apply if our board of directors deteves that it is
no longer in our best interests to attempt to dyadir to continue to qualify, as a REIT.

Our charter provides that any transfer that wilutein our shares being owned by fewer than 1068ques
will be void and that any ownership or transfepaf shares in violation of the other restrictioesctibed in the
immediately preceding paragraph will result in shares that would result in such violation beingpaatically
transferred to a trust for the benefit of a chat@aeneficiary, and the purported owner or tranegf@cquiring n
rights in such shares. If the transfer to the tisigteffective for any reason to prevent a viaatof these
restrictions, the transfer that would have resuiteslich violation will be void from the outset atié purported
transferee will acquire no rights in such shares.

In addition, our charter documents limit equitytgapation by “benefit plan investors” so that such
participation in any class of our equity securitigssuch “benefit plan investors” will not be deeme
“significant.” For such purposes, the terms “benglfin investors” and “significant” are determirtgdreference
to certain regulations promulgated by the U.S. Bepent of Labor.

Our charter also provides that to the extent thetngur or our board of directors determines thatwill
incur any tax pursuant to Section 860E(e)(6) ofGloee as the result of any “excess inclusion” inedmithin
the meaning of Section 860E of the Code), whichigatlocable to a stockholder that is a “disquedif
organization” (as defined in Section 860E(e)(5)haf Code), the our board of directors will causéousllocate
such tax solely to the stock held by such disqgealibrganization in the manner described by Trgasur
Regulations, by reducing from one or more distiidng to be paid to such stockholder the tax incubng us
pursuant to Section 860E(e)(6) of the Code asudtreEsuch stockholder’s stock ownership.

All certificates representing shares of our cagsitatk will bear a legend referring to the resioics
described above.

Every owner of more than 5% (or such lower peramts required by the Code or the regulations
promulgated thereunder) of all outstanding shafesiocapital stock, including shares of commortktavithin
30 days after the end of each taxable year, isnedjto give written notice to us stating the neand address of
such owner, the number of shares of each classeebs of shares of our stock which the owner hieiady
owns and a description of the manner in which tteges are held. Each owner shall provide to us addtiona
information as we may request in order to deterrthieecffect, if any, of the beneficial ownershipaur status
as a REIT and to ensure compliance with the owieishitations. In addition, each stockholder shalbn
demand be required to provide to us such informa®we may request, in good faith, in order temeine our
status as a REIT and to comply with the requiresiehtiny taxing authority or governmental authoaityto
determine such compliance.
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These ownership limitations could delay, defermvpnt a transaction or a change in control thghini
involve a premium price for the common stock or Imigtherwise be in the best interest of our stotddrs.

Stock Exchange Listing

Our shares of common stock have been approvedfog on the NYSE under the symbol “AJX,” subject
to official notice of issuance.

Transfer Agent and Registrar

The transfer agent and registrar for our shareswimon stock is American Stock Transfer & Trust
Company, LLC.

Right of First Offer

Prior to the closing of this offering, the REIT fitstional Investors have the right, subject totaier
customary exclusions, with respect to future shjess of our common stock or securities converiite
common stock to acquire their respective pro ratéigns of such offered shares that equals thequtiom that
the number of shares of common stock issued al] delssuable upon conversion of any convertiblusties
then held, by such investor bears to the total rerobshares of our common stock then outstandiaguming
full conversion and exercise of all outstandingwatible and exercisable securities). The rigHirst offer is
not applicable to this offering.

Registration Rights

The following summary of certain provisions of two registration rights agreements is not intenttetie
complete, and is subject to, and qualified in fttirety by reference to, all of the provisions o registration
rights agreements, which are filed as exhibitsh®registration statement of which this prospe&wspart. See
“Where You Can Find More Information.”

The purchasers of our common stock in the Origitalate Placement are entitled to the benefits of a
registration rights agreement, dated July 8, 2Gt#éen us and FBR Capital Markets & Co., or thégioal
registration rights agreement.” Under the origimaistration rights agreement, we agreed, at opemse, to use
our commercially reasonable efforts to file witle tBEC no later than September 30, 2014 a shefftration
statement registering for resale the registrabdeesh(as defined in the original registration sghgreement) pl
any additional common stock issued in respect tievbether by stock dividend, stock distributiotgck split,
or otherwise. We have satisfied this obligation. ifer to this registration statement as the “stegifstration
statement.In connection with the Second Private Placementemtered into a registration rights agreement
the purchasers therein, or the “follow-on registratights agreement” and together with the origmegistration
rights agreement, the “registration rights agregméihe follow-on registration rights agreement is
substantially identical to the original registratiogghts agreement except that if any “cutbacktsghre
exercised in connection with our initial public efing (as described in such agreements), partioipay the
purchasers from the Second Private Placement wiltbt back” before any of the purchasers in thigi@al
Private Placement.

We will be obligated to use our commercially readda efforts to cause the shelf registration staterto
be declared effective by the SEC as soon as paad¢i@after filing (but in no event later than theedthat is 180
days after the initial filing of the shelf regidicn statement).

We will use our commercially reasonable effortsaose the shelf registration statement to become
effective under the Securities Act as soon as jpaae after the filing and, subject to certaindthout periods”
to continuously maintain the effectiveness of thelfsregistration statement under the Securitiesuitil the
first to occur of:

» the date on which the common stock covered bysttelf registration statement has been resold in
accordance with the shelf registration statement;
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» the date on which the common stock covered bsttelf registration statement either has been
transferred pursuant to Rule 144 (or any successanalogous rule) under the Securities Act or are
eligible for resale, without any volume or mannéssale restrictions or compliance by us with any
current public information requirements, pursuarRtile 144; and

» the date on which the common stock covered bysttelf registration statement has been sold tr us
ceases to be outstanding.

As we have filed a registration statement for aimainpublic offering of our common stock, or artial
public offering registration statement, which ig tlegistration statement of which this prospectuspart, all
holders of the registrable shares and each of tegrective direct and indirect transferees mast éde
participate in the registration in order to regledlir shares in our initial public offering, subj¢a:

e execution of a customary underwriting agreemearapletion and execution of any questionnaires,
powers of attorney, indemnities, custody agreemeeturities escrow agreements and other
documents, including opinions of counsel, reasgnedriuired under the terms of such underwriting
agreement; and provision to us of such informagéismve may reasonably request in writing for
inclusion in the registration statement;

» compliance with the original registration riglatgreement;
*  cutback rights on the part of the underwriters

« other conditions and limitations that may be asgd by the underwriters.

As we have filed a registration statement for atainpublic offering of our common stock beforeeth
effective date of the shelf registration statemsotiong as we have used or are using commercesdlyonable
efforts to complete such initial public offeringyroobligation to cause the shelf registration steget relating to
the resale of the shares sold in the Private Plantso be declared effective no later than the thett is
180 days after the initial filing of the shelf reyation statement may be deferred until the 6@ghfdllowing
completion of our initial public offering; providetlowever, that if we file a registration statemfemtan initial
public offering before the effective date of thelhegistration statement, and the deadline fostay the shelf
registration statement to go effective is after@leday period beginning on the closing date ofititeal public
offering, we will be required to cause the sheffisgration statement to be declared effective ter gnan 60
days after the closing date of the initial publifedng; provided, further, that if we have not completed such an
initial public offering within one year followindhe closing date of the Original Private Placememtwill use
our commercially reasonable efforts to cause tledf shgistration statement to be declared effecissoon as
practicable thereafter, but in no event later tB@mlays following the one year anniversary of tlesing date.

If the shelf registration statement registeringriale of the shares sold in the Private Placenters not
been declared effective by the SEC, and such raflstshares have not been listed for trading oatianal
securities exchange, on or before (i) the dateishB80 days immediately following the initial fij of such she
registration statement, (ii) if we undertake amiahipublic offering and complete such initial pigbbffering, the
date that is 60 days after the closing date of snitial public offering, or (iii) if we undertakan initial public
offering and are using commercially reasonablerefftn complete the initial public offering, buktimitial
public offering is not completed within one yealldwing the closing date of the Original Privata&ment, the
date that is 60 days following the one year ansagr of the closing date of the Original Privatadeiment
(each, a “Trigger Date”), we will be required tddha special meeting of our stockholders (the “Sdelection
Meeting”) in accordance with our bylaws. The SpeElaction Meeting must occur as soon as possible
following the applicable Trigger Date but in no etenore than 45 days following the Trigger Date.

The purpose of the Special Election Meeting isite ghe holders of the shares sold in the Private
Placements (other than shares beneficially heldusyManager, the Servicer, Aspen Yo LLC or anyuf o
directors or officers) the opportunity to consided vote upon proposals to remove each of our ¢eering
directors; and to elect such number of directorthase are then vacancies on our board of dire¢tackiding
any vacancies created by the removal of any direltd is approved at the Special Election Mee}ing.
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Our Manager, the Servicer, Aspen Yo LLC and ouedatrs and officers (collectively, the “Management
Holders™)will not be entitled to vote the shares of commtmtls they beneficially own in the removal or elea
of directors at the Special Election Meeting. liditidn, so long as any director who was electeduoboard of
directors at the Special Election Meeting continteeserve in the capacity as a director of our camypthe
Management Holders may not vote any of their shafresir common stock in favor of the removal of @ogh
director, the expansion of the size of our boardidctors to create new vacancies, or any othegqsal, the
effect of which is to undermine the intent and msg of the Special Election Meeting, unless othegwi
expressly consented to or requested by FBR Cayaskets & Co. The Management Holders may not gaant
proxy to vote any of their shares of our commorlsto any other party (other than a designee of EBRital
Markets & Co.) to vote on such matters. See “Cetabvisions of Maryland Law and Our Charter and
Bylaws—Meetings of Stockholders.”

Nominations of individuals for election to the boaf directors at the Special Election Meeting rhay
made only (i) by or at the direction of the boafdlioectors or (ii) upon receipt by us of writtentite of holders
entitled to cast, or direct the casting of, nosl#®n 20% of all the votes entitled to be cathatSpecial Electic
Meeting (excluding the Management Holders) andaiairg certain information about any such nomireses
holders specified in the registration rights agreets. Nominations by holders must be made not thter ten
days after the Trigger Date.

Our obligation to call and hold a Special Electddaeting under the registration rights agreementg boea
waived by the holders of at least 75% of the regligé shares of our common stock under the regimtraights
agreements (excluding shares held by our direcddfisers, the Manager and the Servicer).

We will bear certain expenses incident to our itegfi®n obligations upon exercise of these redistna
rights, including the payment of U.S. federal sémg law and state “blue sky” registration fees;ept that we
will not bear any brokers’ or underwriters’ discésiand commissions or transfer taxes relating essaf our
common stock. We will agree to indemnify each sgltockholder for certain violations of U.S. fealeor state
securities laws in connection with any registrastatement in which such selling stockholder stdlsommon
stock pursuant to these registration rights. Eatling stockholder will in turn agree to indemnifg for U.S.
federal or state securities law violations thatuwdn reliance upon written information it providis us in the
registration statement.

Lock-up Agreements

For a discussion of certain lock-up agreements;daderwriting.”
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CERTAIN PROVISIONS OF MARYLAND LAW AND OUR CHARTER AND BYLAWS

The following description of certain provisionsMéryland law and of our charter and bylaws is oaly
summary. For a complete description, we refer yotné applicable Maryland law, our charter and daylaws.

Number of Directors; Vacancies

Our charter and bylaws provide that the initial fnemof directors shall be one and that the numbeuo
directors may only be increased or decreased Imfeaof a majority of the members of our board oécliors;
provided that the number of directors may not lss than the minimum required by Maryland law norertbar
15. Our board of directors currently consists o&finembers.

Upon such time as we are eligible to make an @eatnder Subtitle 8 of Title 3 of the MGCL, subjéxt
the terms of any class or series of preferred séockexcept at a Special Election Meeting callegyant to the
registration rights agreement and our bylaws, veiearon our board of directors may be filled onyyabmajority
of the remaining directors, even if the remainimgctors do not constitute a quorum.

Except as may be provided with respect to any dassries of our stock, at each annual meetirayof
stockholders, each of our directors will be eledig@ur stockholders to serve until the next anmuedting of
our stockholders and until his or her successdulg elected and qualifies. A plurality of the veteast in the
election of directors is sufficient to elect a dia, and holders of shares of common stock wikehao right to
cumulative voting in the election of directors. Gequently, at each annual meeting of stockholdeesholders
of a majority of the shares of common stock ertitte vote will be able to elect all of our direca@t any annual
meeting.

Removal of Directors

Except pursuant to a Special Election Meeting,anarter provides that a director may be removeg onl
with cause and upon the affirmative vote of attiéas-thirds of the votes entitled to be cast ia élection of
directors. Our charter defines cause, for the mems removal of directors, to mean, with respect tlirector,
conviction of a felony or a judgment of a courttteach director caused demonstrable, material haus
through bad faith or active and deliberate dishgndsbsent removal of all of our directors, thiopision, when
coupled with the provision of our charter makingedection under Subtitle 8 of Title 3 of the MGCermitting
only our board of directors to fill vacant directhips, may preclude stockholders from removing nmoent
directors and filling the vacancies created by sechoval with their own nominees. At a Special Etet
Meeting, the Management Holders shall not be exqtitb vote the shares of common stock they beaéficdwn
in the election or removal of directors. At a Spééilection Meeting, a majority of the votes eetitto be cast
shall be required to remove a director and remshall be permitted with or without cause.

Business Combinations

Maryland law prohibits “business combinations” beém us and an interested stockholder or an a#fibht
an interested stockholder for five years aftertiust recent date on which the interested stockhdldeomes an
interested stockholder. These business combinatighgle a merger, consolidation, share exchangén o
circumstances specified in the statute, an assesfer or issuance or reclassification of equitusées.
Maryland law defines an interested stockholder as:

e any person or entity who beneficially owns 1084mmre of the voting power of our stock; or

« an affiliate or associate of ours who, at ametiwithin the two-year period prior to the date in
guestion, was the beneficial owner of 10% or mdrhe voting power of our then outstanding voting
stock.

A person is not an interested stockholder if owardf directors approves in advance the transabtjo
which the person otherwise would have become andsted stockholder. However, in approving a tretitsa,
our board of directors may provide that its appt@vaubject to compliance, at or after the timepproval, witt
any terms and conditions determined by our boadirettors.
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After the five-year period, any business combimabetween us and an interested stockholder geyerall
must be recommended by our board of directors pptbaied by the affirmative vote of at least:

»  80% of the votes entitled to be cast by holdémsur then outstanding shares of capital stocd; an

»  two-thirds of the votes entitled to be cast byders of our voting stock other than shares hglthb
interested stockholder with whom or with whoseliafe the business combination is to be effected or
stock held by an affiliate or associate of theresgéed stockholder.

These super-majority vote requirements do not agblyr common stockholders receive a minimum price
as defined under Maryland law, for their sharetheform of cash or other consideration in the storma as
previously paid by the interested stockholder festock.

The statute permits various exemptions from itvigions, including business combinations that are
approved by our board of directors before the tina the interested stockholder becomes an intstest
stockholder.

Pursuant to the MGCL, our board of directors hasdsplution exempted business combinations betws
and any other person from these provisions of ti&W, provided that the business combination ig firs
approved by our board of directors and, consequethi five-year prohibition and the supermajoritte
requirements will not apply to such business comufidms. As a result, any person may be able ta antte
business combinations with us in whole or in paetresy time. According to resolutions of our boafdimectors,
we are not permitted to opt back in to these pror&swithout the approval of the holders of a migjasf our
shares of common stock. If this resolution wereeadgd or rescinded with approval by a vote of our
stockholders, or our board of directors does notmtise approve a business combination, the busines
combination statute may discourage others frormgyyo acquire control of us and increase the diffycof
consummating any offer.

Control Share Acquisitions

Maryland law provides that “control shares” of arfyland corporation acquired in a “control share
acquisition” have no voting rights unless approbigd vote of two-thirds of the votes entitled todaest on the
matter. Shares owned by the acquiror or by officemdirectors who are our employees are excludzd the
shares entitled to vote on the matter. “Controte$iaare voting shares that, if aggregated witloter shares
previously acquired by the acquiring person, aespect of which the acquiring person is able &rese or
direct the exercise of voting power (except solslyirtue of a revocable proxy), would entitle thequiring
person to exercise voting power in electing directeithin one of the following ranges of voting pemv

* one-tenth or more but less than one-third,;
e one-third or more but less than a majority; or
e a majority or more of all voting power.

Control shares do not include shares the acqup@ngon is then entitled to vote as a result ofigavi
previously obtained stockholder approval. A “cohgioare acquisition” means the acquisition of carghares,
subject to certain exceptions.

A person who has made or proposes to make a cafiaoé acquisition of our stock may compel our doar
of directors to call a special meeting of stockleeddto be held within 50 days of demand to condlikervoting
rights of the shares. The right to compel the gltf a special meeting is subject to the satigfaaif certain
conditions, including an undertaking to pay theemnges of the meeting. If no request for a meetingade, we
may present the question at any stockholders’ mgeti

If voting rights are not approved at the stockhadtieneeting or if the acquiring person does noivéelan
acquiring person statement required by Maryland then, subject to certain conditions and limitasiowe may
redeem any or all of the control shares, excestetior which voting rights have previously beenrappd, for
fair value. Fair value is determined without regardhe absence of voting rights for the contr@rsis, as of the
date of the last control share acquisition or of ereeting of
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stockholders at which the voting rights of the slsarere considered and not approved. If votingsifir

control shares are approved at a stockholders’intggehe acquiror may then vote a majority of thares
entitled to vote, and all other stockholders magreise appraisal rights. The fair value of the ekdor purposes
of these appraisal rights may not be less thahitfteest price per share paid by the acquiror irctherol share
acquisition. The control share acquisition statiges not apply to shares acquired in a mergerptidation or
share exchange if we are a party to the transaatmmdoes it apply to acquisitions approved bgxa@mpted by
our charter or bylaws.

Our bylaws contain a provision exempting any ahdeduisitions of our shares of stock from the coint
shares provisions of Maryland law. We may not aatkbin to this provision without the approval oétholders
of a majority of our shares of common stock.

Maryland Unsolicited Takeovers Act

The Maryland Unsolicited Takeovers Act, or the “MAT permits a Maryland corporation with a class of
equity securities registered under the ExchangeaAdtat least three independent directors to tddmt subject,
by provision in its charter or bylaws or a resalntof its board of directors and notwithstanding eantrary
provision in the charter or bylaws, to any or dlits five provisions, which provide that:

» the corporation’s board of directors will be idied into three classes;

» the affirmative vote of two-thirds of all thetes entitled to be cast by stockholders generalthé
election of directors is required to remove a doec

» the number of directors may be fixed only byevof the directors;

» avacancy on the board of directors may bedfiiely by the remaining directors and that dirextor
elected to fill a vacancy will serve for the rerden of the full term of the class of directors ihigh
the vacancy occurred; and

» the request of stockholders entitled to catgadt a majority of all the votes entitled to betat the
meeting is required for stockholders to requiredhiing of a special meeting of stockholders.

A board of directors may implement all or any afsh provisions without amending the charter orwgla
and without stockholder approval. The corporatiayre prohibited by its charter or by resolutiontetoard
of directors from electing any of the provisionghud statute. Our charter provides that we will glett to be
subject to the provisions of the MUTA pursuant tael our board of directors would be divided irtoste
classes. That prohibition in our charter may notdmealed unless the repeal, or classificatioruofdirectors, is
approved by our stockholders by a vote of at laastjority of the votes entitled to be cast. Werare
prohibited from implementing any other provisiontioé statute. Our charter provides an electionshinto
certain provisions of the statute in order thategt as may be provided by our board of directorseiting the
terms of any class of preferred stock, any vacamamethe board may be filled only by a majoritythoé directors
then in office, even if less than a quorum, andtectbr elected to fill a vacancy will serve foethalance of the
unexpired term.

Amendment of Charter

Except for amendments to the provisions of ourtelmaelating to the removal of directors and theevo
required to amend these provisions (each of whigktrine advised by our board of directors and apgurdoy the
affirmative vote of stockholders entitled to cast less than two-thirds of all the votes entitlede cast on the
matter), our charter generally may be amended ibalyvised by our board of directors and approvedthie
affirmative vote of stockholders entitled to cashajority of all of the votes entitled to be casttbe matter.

Our board of directors has the exclusive powedtapg alter or repeal any provision of our bylaws &0
make new bylaws, except that amendments to thegiwag of our bylaws relating to the Special Eleati
Meeting, and the vote required to amend such piengs must be approved by the holders of at |éaett
fourths of the outstanding shares of our commockstmtitled to vote thereon (other than sharesuioftcommon
stock held by our Manager and the Servicer andshayes of our common stock held by our directods an
executive officers).
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Limitation of Liability and Indemnification

Maryland law permits a Maryland corporation to ird# in its charter a provision limiting liabilityf @s
directors and officers to the corporation andtitelkholders for money damages, but not any prowitiat limits
the liability of directors or officers to the comation or its stockholders:

* tothe extent that it is proved that the peractually received an improper benefit or profitioney,
property or services; or

» tothe extent that a judgment adverse to theqgueis entered based on a finding that the person’s
action, or failure to act, was the result of activel deliberate dishonesty and was material tcadhse
of action.

Our charter limits the liability of our directora@ officers to us and our stockholders for monayalges to
the maximum extent permitted by Maryland law.

Our charter provides that we have the power, tarthgimum extent permitted by Maryland law, to
indemnify, and to pay or reimburse reasonable esgeto, any of our present or former directorsfiicars or
any individual who, while a director or officer aatlour request, serves or has served anothey,extiployee
benefit plan or any other enterprise as a direcfficer, partner or otherwise. Our bylaws requige to the
maximum extent permitted by Maryland law, to indéyeach present or former director or officer wikanade
a party to a proceeding by reason of his or heficeto us.

Maryland law will permit us to indemnify our presemd former directors and officers against judgisen
penalties, fines, settlements and reasonable egpamsually incurred by them in connection with any
proceeding to which they are made a party by rea$sarvice to us, unless it is established that:

» the act or omission of the director or officer waaterial to the matter giving rise to the procegdinc
(i) was committed in bad faith or (ii) was the ks active and deliberate dishonesty;

» the director or officer actually received an noyper personal benefit in money, property or s@sjior

* inthe case of a criminal proceeding, the doeot officer had reasonable cause to believethwact
or omission was unlawful.

However, Maryland law will prohibit us from indenfiying our present and former directors and offider:
an adverse judgment in a derivative action orefdirector or officer was adjudged to be liabledarimproper
personal benefit. Further, a director or officerymat be indemnified for a proceeding brought kst therson
against us, except (i) for a proceeding brouglettimrce indemnification or (ii) if the charter oylaws, a
resolution of the board of directors or an agredrapproved by the board of directors to which tbgoration
is a party expressly provide otherwise, none oftWls applicable to us.

Our bylaws and Maryland law will require us, aadition to advancing expenses in certain
circumstances, to obtain:

« awritten affirmation by the director or officef his or her good faith belief that he or she imas the
standard of conduct necessary for indemnificatzorg

« awritten undertaking by him or her to repay &neount reimbursed by us if the requisite standard
conduct is not met.
Operations
We generally will be prohibited from engaging intaé activities, including acquiring or holdingyaasset
or engaging in any activity that would cause ufatioto qualify as a REIT.
Term and Termination

Our charter provides for us to have a perpetuatence. Pursuant to our charter, and subject to the
provisions of any of our classes or series of shafeapital stock then outstanding and the appioyva
majority of the entire board of directors, our $toglders, at any meeting thereof, by the affirmatrote of a
majority of all of the votes entitled to be casttba matter, may approve a plan of liquidation disgolution.
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Meetings of Stockholders

Under our bylaws, annual meetings of stockholdezs@be held upon reasonable notice and nothess t
30 days after delivery of our annual report asrdeiteed by our board of directors. Special meetiofgs
stockholders may be called only by a majority & tlirectors then in office, by the Chairman of baard of
directors, our President or our Secretary upomtitéen request of the holders of common stocktieatito cast
not less than a majority of all votes entitled éodast at such meeting. Only matters set forthembtice of the
special meeting may be considered and acted upsuchta meeting.

In addition, as described above under “Descriptib@apital Stock—Registration Rights,” our bylaws
provide that, if required by the registration rigligreements, the secretary shall call a specietfimgeof
stockholders (the “Special Election Meeting”) toH®d on the date and at the time and place stteboard of
directors in accordance with the registration sghgreements, for the purposes specified in thstratjon right:
agreements. Our bylaws contain additional provsioorder to ensure that the provisions of théstegfion
rights agreements with respect to the Special Bledfleeting are satisfied.

Maryland law provides that stockholder action cantdken only at an annual or special meeting of
stockholders or by unanimous consent in lieu ofegting (unless the charter permits the consent teds than
unanimous, which our charter does not).

Advance Notice of Director Nominations and New Busiess

Our bylaws provide that, with respect to an anmue¢ting of stockholders, nominations of persons for
election to our board of directors and the propo$alusiness to be considered by stockholderseaaimual
meeting may be made only:

e pursuant to our notice of the meeting;
* by our board of directors; or

* by a stockholder who was a stockholder of redmith at the time of the provision of notice andhat
time of the meeting who is entitled to vote atteeting and has complied with the advance notice
procedures set forth in our bylaws.

With respect to special meetings of stockholdemsy the business specified in our notice of meetiray
be brought before the meeting of stockholders amlimations of persons for election to our boardioéctors
may be made only:

e pursuant to our notice of the meeting;
* by our board of directors; or

»  provided that our board of directors has deteetithat directors shall be elected at such medting
stockholder who was a stockholder of record bothetime of the provision of notice and at theetim
of the meeting who is entitled to vote at the megtind has complied with the advance notice
provisions set forth in our bylaws.

The purpose of requiring stockholders to give adeamtice of nominations and other proposals &fftard
our board of directors the opportunity to consither qualifications of the proposed nominees orahésability
of the other proposals and, to the extent consitieeeessary by our board of directors, to inforoclgdtolders
and make recommendations regarding the nominatioother proposals. The advance notice procedises a
permit a more orderly procedure for conducting stockholder meetings. Although our bylaws will gote our
board of directors the power to disapprove timébdgkholder nominations and proposals, they may Hlawe
effect of precluding a contest for the electiordiméctors or proposals for other action if the moprocedures
are not followed, and of discouraging or deter@ntird party from conducting a solicitation of gies to elect
its own slate of directors to our board of direstor to approve its own proposal.

No Approval Rights

In certain extraordinary transactions, Maryland [aavides to dissenting stockholders the rightémend
and receive the fair value of their shares, suligecertain procedures and requirements set forthe statute.
Those rights are commonly referred to as appraiglatls. Except with respect to appraisal
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rights arising in connection with Maryland’s cortshare acquisition statute discussed above, asifped by

Maryland law, our charter provides that stockhadeill not be entitled to exercise appraisal rigimess our
board of directors determines that such rightsyafiph subsequently occurring transaction in cotioeaevith

which stockholders would otherwise be entitledppraisal rights under Maryland law.

Possible Ant-Takeover Effect of Certain Provisions of Maryland Law and of Our Charter and Bylaws

The business combination provision and controleslagquisition provisions of Maryland law (if the
applicable provision in our bylaws is rescindebl} provisions of our charter on the removal ofaes and the
restrictions on the transfer of shares of our stackl the advance notice provisions of our bylamgdhave the
effect of delaying, deterring or preventing a tagt®n or a change in the control that might inecdvpremium
price for holders of the shares of common stochight otherwise be in their best interest.
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SHARES ELIGIBLE FOR FUTURE SALE

All the shares of our common stock sold in thiedffg will be freely tradable unless held by otfiliates.
The remaining outstanding shares of our commorkstiltbe “restricted” securities under the meanafgRule
144 promulgated under the Securities Act and maypeaold in the absence of registration undeSthaurities
Act unless an exemption from registration is al@é@aincluding exemptions contained in Rule 144sBant to
registration rights agreement, we agreed to fitecfmfidentially submit) a shelf registration staent in respect
of the shares of our common stock sold in the ReiPdacements no later than September 30, 2014hwhi
obligation has been satisfied. See “DescriptioGapital Stock—Registration Rights.”

In general, under Rule 144 as currently in efféaix months has elapsed since the date of admnsif
restricted stock from us or any of our affiliataad we have been a public reporting company urer t
Exchange Act for at least 90 days, the holder ohgestricted stock can sell the shares, providatithe numbe
of shares sold by such person within any three-mpatiod cannot exceed the greater of:

* 1% of the total number of shares of our commtonolksthen outstanding; or

» the average weekly trading volume of our comrsimek during the four calendar weeks preceding the
date on which notice of the sale is filed with 8eC.

Sales under Rule 144 also are subject to certaimeraf sale provisions, notice requirements aerd th
availability of current public information about.usone year has elapsed since the date of atiguisf
restricted stock from us or any of our affiliates $§ix months after the effective date of this offg, if earlier);
and the holder is not one of our affiliates at ime during the three months preceding the propsaég such
person can sell such shares in the public markd¢uRule 144 without regard to the volume limitaipmanner
of sale provisions, public information requiremeatsiotice requirements.

See “Risk Factors—Risks Related to This Offering.”

Our 2014 Director Equity Plan provides for grarfteguity-based awards to our independent directors
100,000 shares in the aggregate.

Each of our directors and our executive officenghieir capacities as such, has agreed that feriac
beginning on the date of the underwriting agreenfarthis offering and ending 180 days after suatednone
of them will, without the prior written consent BBR Capital Markets & Co., which may be withhelddetayec
in FBR Capital Markets & Co.’s sole discretion:

«  offer, pledge, sell, contract to sell, sell aption or contract to purchase, purchase any omtion
contract to sell, grant any option, right or watrfm the sale of, lend or otherwise dispose of or
transfer, directly or indirectly, any of our equigcurities or any securities convertible into or
exercisable or exchangeable for our equity seegritr

e enter into any swap or other arrangement thatfers to another, in whole or in part, directly o
indirectly, any of the economic consequences ofeghmip of any of our equity securities, whether
such transaction described above is to be setylelblivery of shares of our common stock or such
other securities, in cash or otherwise.

Notwithstanding the prior sentence, subject toiapple securities laws and the restrictions coein oul
charter, our directors and executive officers mmagdfer our securities: (i) as a bona fide gifyifts, provided
that the donees agree to be bound in writing bys#imee restrictions described above; (ii) to angttfor the
direct or indirect benefit of the stockholder oe immediate family of the stockholder, providedt tie trustee
of the trust agrees to be bound in writing by thme restrictions described above; (iii) to anymenghip, limite
liability company or other entity for the directiodirect benefit of the stockholder or the immeelitamily of
the stockholder, provided that such partnershipitdid liability company or other entity agrees sobound in
writing by the same restrictions described abowg;as a distribution to stockholders, partnersnembers of th
stockholder, provided that such stockholders, gastor members agree to be bound in writing bysttree
restrictions described above; (v) any transfer ireguunder any benefit plans or our charter; (siyequired by
participants in our Director Equity Plan in orderéimburse or pay U.S. federal income tax andhiiting
obligations in connection with vesting
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of restricted stock grants or other equity awatds) as collateral for any bona fide loan, providdat the lende
agrees in writing to be bound by the same restristdescribed above; or (viii) with respect to salesecurities
acquired after the closing of this offering in thgen market.

See also “Underwriting.”
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OPERATING PARTNERSHIP

The following summary of the terms of the limitadipership agreement of our operating partnershiesl
not purport to be complete and is subject to andijad in its entirety by reference to the limitpdrtnership
agreement, which is filed as an exhibit to the strgtion statement of which this prospectus is d. [&ee
“Where You Can Find More Information.”

General

Our operating partnership is a Delaware limitednEship that was formed on February 11, 2014. Our
wholly owned subsidiary, Great Ajax Operating LLi€the sole general partner of our operating pastrip.
Pursuant to the partnership agreement, subjedrtaic protective rights of the limited partnerschébed below
we have, through our control of the general partiudl; exclusive and complete responsibility ariscdetion in
the management and control of our operating pastmgrincluding the ability to cause our operatagtnership
to enter into certain major transactions includdngerger of our operating partnership or a sakubstantially
all of the assets of our operating partnership. lithited partners have no power to remove the germartner
without the general partner’s consent.

The general partner may not conduct any businebeutithe consent of a majority of the limited pars
other than in connection with: the ownership, asigioin and disposition of partnership interests; th
management of the business of our operating pahigerif we become a reporting company with a ctass
securities registered under the Exchange Act, paraiions with respect thereto; the offering, sgledication,
private placement or public offering of stock, benseecurities or other interests, financing omagficing of any
type related to our operating partnership or isetsor activities; and such activities as aredieial to those
activities discussed above. In general, we mustribarte any assets or funds that we acquire tooperating
partnership in exchange for additional partnergfigrests. We may, however, in our sole and absolut
discretion, from time to time hold or acquire assetour own name or otherwise other than through o
operating partnership so long as we take commérchsonable measures that the economic benafits a
burdens of such property are otherwise vestediiroperating partnership. We and our affiliates raksp engac
in any transactions with our operating partnersiiguch terms as we may determine in our sole bsolate
discretion.

We, as the parent of the general partner, are uraebligation to give priority to the separateenetsts of
our stockholders or the limited partners in deadivhether to cause our operating partnership te taldecline
to take any actions. If there is a conflict betwé®ninterests of our stockholders on the one lzatthe limited
partners (including us) on the other, we, as thrergaof the general partner, will endeavor in géaith to
resolve the conflict in a manner that is not adweoseither our stockholders or the limited pagn@rcluding
us). The general partner is not liable under thitnpeship agreement to our operating partnershtp any
partner for monetary damages for losses sustdiia&dities incurred, or benefits not derived bsnlted partners
(including us) in connection with such decisiongless the general partner acted in bad faith am@dhor
omission was material to the matter giving ristheloss, liability or benefit not derived.

Substantially all of our business activities, irdihg all activities pertaining to the acquisitiomdaoperation
of properties, are conducted through our operaiartnership, and our operating partnership musigeeated in
a manner that will enable us to qualify and corditmqualify as a REIT.

Operating Partnership Units

Interests in our operating partnership are denat@éhiza units of limited partnership interest. Pansito the
partnership agreement, our operating partnerstiglbsignated the following classes of units oftkhi
partnership interest, or operating partnershipsu@P Units and LTIP units.

OP Units

We own 94.7% of the OP Units and the balance of&RdJnits are held by the Wellington Management
Institutional Investor.
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LTIP Units

In the future, we, as the parent of the generahparmay cause our operating partnership to ik3lie
units to our independent directors, our executifieers and certain other employees and personspunide
services to our operating partnership. These LHiBswill be subject to certain vesting requirenseiih genera
LTIP units are similar to OP Units and will receithe same quarterly per-unit profit distributiorss@P Units.
The rights, privileges, and obligations relate@agch series of LTIP units will be established attttme the LTIF
units are issued. As profits interests, LTIP umitsally will not have full parity, on a per-unkiasis, with OP
Units with respect to liquidating distributions. &pthe occurrence of specified events, LTIP urats aver time
achieve full parity with OP Units and therefore r@te to an economic value for the holder equivaie@P
Units. If such parity is achieved, vested LTIP amitay be converted on a one-fare basis into OP Units, whi
in turn are redeemable by the holder for cashtayugelection, exchangeable for shares of our comstock or
a one-for-one basis. However, there are circumstaander which LTIP units will not achieve parittmOP
Units, and until such parity is reached, the vahag a participant could realize for a given numifec TIP units
will be less than the value of an equal numbemhafas of our common stock and may be zero.

Management Liability and Indemnification

To the maximum extent permitted under Delaware faither we, the general partner nor any of our
directors and officers will be liable to our opémgtpartnership or the limited partners or assigrfeelosses
sustained, liabilities incurred or benefits notided as a result of errors in judgment or mistafefact or law or
of any act or omission, unless such person actbddrfaith and the act or omission was materigthéomatter
giving rise to the loss, liability or benefit notrived. The partnership agreement provides forrmmdfication of
the general partner, us, our affiliates and eaaiuofespective officers, directors, employeesamdpersons w
may designate from time to time in our sole andhlte discretion, to the fullest extent permittgdapplicable
law against any and all losses, claims, damagsslities (whether joint or several), expensesl@dng, withou
limitation, attorneys’ fees and other legal feed arpenses), judgments, fines, settlements and atheunts
arising from any and all claims, demands, actisngs or proceedings, civil, criminal, administvatior
investigative, that relate to the operations of qperating partnership, provided that our operapiagnership
will not indemnify such person ifi) an act or omission of the person was matéoighe matter giving rise to the
action and either was committed in bad faith or thasresult of active and deliberate dishonesiytHe person
actually received an improper personal benefit anay, property or services, or (iii) in the casaafiminal
proceeding, the person had reasonable cause twddlie act or omission was unlawful, as set fiorthe
partnership agreement (subject to the exceptiossrithed below under “—Fiduciary Responsibilities”).

Fiduciary Responsibilities

The directors and officers of the Company haveedutinder applicable Maryland law to manage us in a
manner consistent with our best interests. At Hieestime, the general partner has fiduciary dutienanage
our operating partnership in a manner beneficiauiooperating partnership and its partners. Otieguas the
parent of the general partner, to our operatingnpaship and its limited partners, therefore, mamye into
conflict with the duties of our directors and ofis to us and our stockholders. We will be undeolrimation to
give priority to the separate interests of the tédipartners of our operating partnership in degidvhether to
cause our operating partnership to take or detditeke any actions. By executing the partnerspipement or
a joinder thereto, limited partners of our opemip@rtnership will been deemed to agree that iretlemit of a
conflict in the duties owed by our directors anficefrs to us and our stockholders and the fiducihryes owed
by us, in our capacity as the parent of the genmndher of our operating partnership, to suchtBohpartners,
we will fulfill our fiduciary duties to such limi partners by acting in the best interests of taolholders.
Limited partners of our operating partnership &iio expressly acknowledge that we are actingi®benefit
of our operating partnership, the limited partreerd our stockholders collectively.

Distributions

The partnership agreement provides that we, agatent of the general partner, shall cause ouratipgr
partnership to make quarterly (or more frequerdritiutions of all of its available cash (which
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is defined to be cash available for distributiordatermined by us, as general partner) (i) firgth wespect to ar
OP Units that are entitled to any preference imetance with the rights of such operating partriprahit (and,
within such class, pro rata according to their eespe percentage interests) and (ii) second, reispect to any
OP Units that are not entitled to any preferenadistribution, in accordance with the rights of lsutass of OP
Units (and, within such class, pro rata in accocganith their respective percentage interests).

Allocations of Net Income and Net Los:

Net income and net loss of our operating partnprahe determined and allocated with respect to éschl
year of our operating partnership as of the ertti®fyear. Except as otherwise provided in the pastrip
agreement, an allocation of a share of net inconmebloss is treated as an allocation of the sstmee of each
item of income, gain, loss or deduction that italnto account in computing net income or net.l&ssept as
otherwise provided in the partnership agreementineeme and net loss are allocated to the holoie®P Units
holding the same class or series of OP Units inm@ance with their respective percentage inteingtse class
or series at the end of each fiscal year. The pestiip agreement contains provisions for spedatations
intended to comply with certain regulatory requiesnts, including the requirements of Treasury Repria
Sections 1.704-1(b) and 1.704-2. Except as otherveiguired by the partnership agreement or the @ndehe
Treasury Regulations, each operating partnership df income, gain, loss and deduction is allocatadng the
limited partners of our operating partnership fo!federal income tax purposes in the same mamis
correlative item of book income, gain, loss or d&itn is allocated pursuant to the partnership emgent. In
addition, under Section 704(c) of the Code, itefris@me, gain, loss and deduction with respeetdpreciated
or depreciated property which is contributed t@enpership, such as our operating partnership tax-dree
transaction must be specially allocated among émmers in such a manner so as to take into accmaht
variation between the tax basis and the fair marékte of the property at the time of contributi@ur operatin
partnership will allocate tax items to the holdef®perating partnership units taking into consadien the
requirements of Section 704(c) of the Code. Seetékild U.S. Federal Income Tax Considerations.”

The general partner has sole discretion to enbateatlocations of income, gain, loss and deduatioour
operating partnership are in accordance with tterésts of the partners of our operating partnprabi
determined under the Code, and all matters comug@allocations of tax items not expressly proviftadn the
partnership agreement may be determined by therggrertner in its sole discretion.

Redemption Rights

On or after twelve months after becoming a holded® Units, each limited partner, other than ud, wi
have the right, subject to the terms and conditgaidorth in the partnership agreement, to recuireoperating
partnership to redeem all or a portion of suchaimitexchange for a cash amount equal to the nuofber
tendered units multiplied by the fair market vatiie share of our common stock (determined in atzoce
with, and subject to adjustment under, the ternmtb®partnership agreement), unless the termsobf guits or a
separate agreement entered into between our agppitnership and the holder of such units prothdéthey
do not have a right of redemption or provide faharter or longer period before such holder mayase such
right of redemption or impose conditions on thereiee of such right of redemption. On or beforecluse of
business on the tenth business day after we reaaietice of redemption, we may, as the parertt@fbeneral
partner, in our sole and absolute discretion, bhjest to the restrictions on the ownership of @ammon stock
imposed under our charter and the transfer restnigtand other limitations thereof, elect to acgwiome or all
of the tendered units in exchange for cash or shafreur common stock, based on an exchange ratineo
share of our common stock for each OP Unit (sultiganti-dilution adjustments provided in the parship
agreement). If we give the limited partners noti€eur intention to make an extraordinary distribntof cash c
property to our stockholders or effect a mergesala of all or substantially all of our assetsaoy other similar
extraordinary transaction, each limited partner mesrcise its right to redeem its OP Units, regzslof the
length of time such limited partner has held its @Hts.

Transferability of Operating Partnership Units; Ext raordinary Transactions

The general partner generally will not be able tilheraw voluntarily from our operating partnersioip
transfer any of its interest in our operating parship unless the transfer is: (i) to our affiligig to a
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wholly owned subsidiary of the general partnerthar dwner of all of the ownership interests of teagral
partner; or (iii) otherwise expressly permitted enthe partnership agreement.

The partnership agreement permits the generalgrastrus, as the parent of the general partnengage
in a merger, consolidation or other combinationsale of substantially all of our assets if:

» we receive the consent of a majority in inteaddhe limited partners (excluding us);

« following the consummation of such transacti&uhstantially all of the assets of the survivingtgn
are owned directly or indirectly by the operatiragtpership or another limited partnership or lirdite
liability company which is the survivor of a mergeonsolidation or combination of assets with the
operating partnership; or

» as aresult of such transaction all limited padneitl receive, or will have the right to receifer eact
operating partnership unit an amount of cash, g&sior other property equal in value to the gestt
amount of cash, securities or other property paithé transaction to a holder of one share of our
common stock, provided that if, in connection vitib transaction, a purchase, tender or exchange
offer shall have been made to and accepted bydldets of more than 50% of the outstanding shares
of our common stock, each holder of OP Units dhaljiven the option to exchange such units for the
greatest amount of cash, securities or other prpeat a limited partner would have received had i
exercised its redemption right (described abovd)raneived shares of our common stock immedi
prior to the expiration of the offer.

With certain limited exceptions, the limited pamsienay not transfer their interests in our opegatin
partnership, in whole or in part, without the pnnitten consent of the general partner, which eahsnay be
withheld in its sole and absolute discretion. Exaeith the general partner’s consent to the admissi the
transferee as a limited partner, transferees abatave any rights by virtue of the transfer otian the rights
of an assignee and will not be entitled to voteftect a redemption with respect to their operafingnership
units in any matter presented to the limited pagtfier a vote. The general partner will have tightrto consent
to the admission of a transferee of the interest lohited partner, which consent may be given tthiweld by in
our sole and absolute discretion.

Issuance of Our Stock and Additional Partnership Irerests

Pursuant to the partnership agreement, upon tharise of our stock other than in connection with a
redemption of OP Units, we generally will be obteghto contribute or cause to be contributed tish gaoceed
or other consideration received from the issuarficeiostock to our operating partnership in excleafay, in the
case of common stock, OP Units or, in the casedsuance of preferred stock, preferred operatartnership
units with designations, preferences and othetsjgerms and provisions that are substantiallystivee as the
designations, preferences and other rights, temdeovisions of the preferred stock. In additithe general
partner may cause our operating partnership te iadditional operating partnership units or othetrership
interests and to admit additional limited partrtersur operating partnership from time to time soich terms
and conditions and for such capital contributiosisva, as the parent of the general partner, mayplést in our
sole and absolute discretion, without the approvalonsent of any limited partner, including: (Han the
conversion, redemption or exchange of any debtswmiother partnership interests or other seegriisued by
our operating partnership; (ii) for less than faarket value; or (iii) in connection with any mergé any other
entity into our operating partnership.

Tax Matters

Pursuant to the partnership agreement, the geparier is the tax matters partner of our operating
partnership and has certain other rights relatingt matters. Accordingly, as both the generaingarand tax
matters partner, we have the authority to handietalits and to make tax elections under the Ciadeach cas
on behalf of our operating partnership.
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Term

The term of our operating partnership commenceBefhruary 11, 2014 and will continue perpetually,
unless earlier terminated in the following circuamstes:

a final and non-appealable judgment is enteyea tourt of competent jurisdiction ruling that the
general partner is bankrupt or insolvent, or alfamal non-appealable order for relief is entered@ by
court with appropriate jurisdiction against the gexh partner, in each case under any federal t& sta
bankruptcy or insolvency laws as now or hereafteffect, unless, prior to the entry of such omter
judgment, a majority in interest of the remainingside limited partners agree in writing, in thedte
and absolute discretion, to continue the businéssirooperating partnership and to the appointment,
effective as of a date prior to the date of suatepor judgment, of a successor general partner;

an election to dissolve our operating partngrsiide by the general partner in its sole and atesol
discretion, with or without the consent of a majoin interest of the outside limited partners;

entry of a decree of judicial dissolution of @perating partnership pursuant to the provisidrib®
Delaware Revised Uniform Limited Partnership Act;

the occurrence of any sale or other disposttioall or substantially all of the assets of ouegiing
partnership or a related series of transactiorts tdleen together, result in the sale or otheraligjmn
of all or substantially all of the assets of ouergiing partnership;

the redemption (or acquisition by the generalrpa) of all operating partnership units that vesrd
authorized other than those held by us; or

the incapacity or withdrawal of the general partnetess all of the remaining partners in theiesahc
absolute discretion agree in writing to continue lusiness of our operating partnership and to the
appointment, effective as of a date prior to the @d such incapacity, of a substitute generalnasaurt

Amendments to the Partnership Agreemen

Amendments to the partnership agreement may bepedpby the general partner or by any limited gairtn
holding 25% or more of the percentage interest@Pfudits. Generally, the partnership agreement neay b
amended with the general partner’s approval an@pipeoval of the limited partners holding a majodf all
outstanding limited partner units (excluding lindigeartner units held by us or our subsidiariesjtaie
amendments that would, among other things, havéotloeving effects, must be approved by each partne
adversely affected thereby:

conversion of a limited partner’s interest iatgeneral partner’s interest (except as a restiteof
general partner acquiring such interest);

modification of the limited liability of a liméd partner;

alteration or modification of the rights of apgrtner to receive the distributions to which spartner
is entitled (subject to certain exceptions);

alteration or modification of the redemptionhig provided by the partnership agreement; or

alteration or modification of the provisions goming transfer of the general partner’'s partnershi
interest.

Notwithstanding the foregoing, we, as the parerthefgeneral partner, will have the power, withibiet
consent of the limited partners, to amend the pastrip agreement as may be required to:

add to the general partneobligations or surrender any right or power gedrio the general partner
any of its affiliates for the benefit of the limitgppartners;

148




TABLE OF CONTENTS

» reflect the admission, substitution, or withdedwf partners or the termination of our operating
partnership in accordance with the partnershipeagemt and to cause our operating partnership or our
operating partnership’s transfer agent to amenioitks and records to reflect our operating
partnership unit holders in connection with sucladion, substitution or withdrawal;

» reflect a change that is of an inconsequentiaune or does not adversely affect the limitednmag as
such in any material respect, or to cure any anitlyigcorrect or supplement any provision in the
partnership agreement not inconsistent with thedawith other provisions, or make other changes
with respect to matters arising under the partipagreement that will not be inconsistent with the
law or with the provisions of the partnership agneet;

» satisfy any requirements, conditions, or guitedi contained in any order, directive, opinioningibr
regulation of a U.S. federal or state agency otaiord in U.S. federal or state law;

« set forth or amend the designations, prefererumas/ersion or other rights, voting powers, duties
restrictions, limitations as to distributions, gtiehtions or terms or conditions of redemptiorttoé
holders of any additional operating partnershigsuissued or established pursuant to the partnershi
agreement;

» reflect such changes as are reasonably necdssary to maintain or restore our qualificationeas
REIT, to satisfy the REIT requirements or to refldne transfer of any operating partnership units
between us and any qualified REIT subsidiary oitetiat is disregarded as an entity separate fre
for U.S. federal income tax purposes;

*  modify either or both the manner in which iteafis:iet income or net loss are allocated or the raann
in which capital accounts are computed (but onlghtbextent set forth in the partnership agreente
to the extent required by the Code or applicabdenme tax regulations under the Code);

» issue additional partnership interests;

» impose restrictions on the transfer of operagiagnership units if we receive an opinion of cgeln
reasonably to the effect that such restrictionshassary in order to comply with any federaltates
securities laws or regulations applicable to oweraping partnership or the operating partnershifsun

» reflect any other modification to the partnepshgreement as is reasonably necessary for ourdassi
or operations or those of our operating partnerahgbwhich does not otherwise require the consent o
each partner adversely affected; and

» reflect an increase or decrease in the amoan&tlimited partner is obligated to contributeto
operating partnership upon the occurrence of cegeaénts.

Certain provisions affecting the general partngghts and duties (e.qg., restrictions relatingedain
extraordinary transactions involving us, the geheaatner or our operating partnership) may noamended
without the approval of the holders of a majorifythe operating partnership units (excluding opagat
partnership units held by us).
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

This section summarizes the material U.S. fedeme tax considerations that you, as a stockhataiay
consider relevant. Because this section is a supritaloes not address all aspects of taxationrttegt be
relevant to particular stockholders in light ofitigersonal investment or tax circumstances, @ettain types ¢
stockholders that are subject to special treatmedér the U.S. federal income tax laws, such as:

* insurance companies;
e tax-exempt organizations, tax-deferred and waataged accounts;
» financial institutions or broker-dealers;

* non-U.S. individuals and non-U.S. corporatiogecept to the extent discussed in “—Taxation of Non
U.S. Holders” below);

* U.S. expatriates;

e persons who mark-to-market our shares of comstock;

e subchapter S corporations;

» U.S. stockholders (as defined below) whose fonel currency is not the U.S. dollar;
* regulated investment companies and REITs, agid ithvestors;

» trusts and estates (except to the extent disdussrein);

*  persons who receive our shares of common stockigh the exercise of employee stock options or
otherwise as compensation;

»  persons holding our shares of common stock aopa “straddle,” “hedge,” “conversion transactjo

“synthetic security” or other integrated investment
»  persons subject to the alternative minimum tawvigions of the Code;
»  persons holding our shares of common stock titr@upartnership or similar pass-through entitgt an
»  persons holding a 10% or more (by vote or vahe)eficial interest in our shares of common stock.

This summary assumes that stockholders hold owesltd common stock as capital assets for U.Sréd¢de
income tax purposes, which generally means as pyobpeld for investment.

The statements in this section are not intendde t@nd should not be construed as, tax advice. The
statements in this section are based on the Cadent, temporary and proposed Treasury Regulatibes
legislative history of the Code, current administeinterpretations and practices of the IRS, emakt
decisions. The reference to IRS interpretationspadtices includes the IRS practices and polieieorsed in
private letter rulings, which are not binding oe tRS except with respect to the taxpayer thativesehe
ruling. In each case, these sources are relied apdimey exist on the date of this discussion. ieutgislation,
Treasury Regulations, administrative interpretatiand court decisions could change current lavdeeisely
affect existing interpretations of current law ohigh the information in this section is based. Awgh change
could apply retroactively. We have not received aniyngs from the IRS concerning our intention tadfy as a
REIT, but we have applied for a private letternglfrom the Internal Revenue Service that wouldvallis to
exclude our proportionate share of gross incomm fitee Manager if we held our interest in the Mamadlgeugl
our operating partnership. If we receive such egylwe expect that we will hold our interest i tlanager
through our operating partnership, instead of tgholihetis TRS; however, there is no assurancesticit a
ruling will be issued. Accordingly, even if theerio change in the applicable law, no assuranceéegnovided
that the statements made in the following discussidiich do not bind the IRS or the courts, wilt be
challenged by the IRS or will be sustained by arcibso challenged.
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WE URGE YOU TO CONSULT YOUR OWN TAX ADVISER REGARDI NG THE SPECIFIC TAX
CONSEQUENCES TO YOU OF THE PURCHASE, OWNERSHIP ANDSALE OF OUR SHARES OF
COMMON STOCK AND OF OUR ELECTION TO BE TAXED AS AR EIT. SPECIFICALLY, YOU
SHOULD CONSULT YOUR OWN TAX ADVISER REGARDING THE U .S. FEDERAL, STATE,
LOCAL, FOREIGN, AND OTHER TAX CONSEQUENCES OF SUCH PURCHASE, OWNERSHIP,
SALE AND ELECTION, AND REGARDING POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

Taxation of Our Company

We will elect and intend to qualify to be taxedsaREIT under Sections 856 through 860 of the Code
commencing with our short taxable year ended Deeer®b, 2014. We believe that, commencing with dwrts
taxable year ended December 31, 2014, we havedrganized and have operated in such a mannercaglify
for taxation as a REIT under the U.S. federal inedax laws, and we intend to continue to operatigh a
manner, but no assurances can be given that wepeahate in a manner so as to qualify or remaififiechas a
REIT. This section discusses the laws governind & federal income tax treatment of a REIT asd it
stockholders. These laws are highly technical ammdpex.

In connection with this offering, Morrison & Foegst_LP will render an opinion that, commencing with
our taxable year ended December 31, 2014, we wganized and operated in conformity with the reguients
for qualification and taxation as a REIT under @ale, and our current and proposed method of aperaill
enable us to continue to meet the requirementstfalification and taxation as a REIT for our taxafpbar
ending December 31, 2015 and subsequent taxahig. yegestors should be aware that Morrison & Feers
LLP’s opinion is based upon customary assumptiaiisbe conditioned upon certain representationsieniay
us as to factual matters, including representatiegarding the nature of our assets and the comductr
business, is not binding upon the IRS, or any caundt speaks as of the date issued. In additiontisor &
Foerster LLP’s opinion will be based on existinglUfederal income tax law governing qualificatienaaREIT,
which is subject to change either prospectivelyetnoactively. Moreover, our qualification and tiga as a
REIT depends upon our ability to meet on a contiglasis, through actual results, certain quatificetests set
forth in the U.S. federal income tax laws. Thosalifjigation tests involve the percentage of incdhm we earn
from specified sources, the percentage of our asisat falls within specified categories, the dsitgrof our
capital stock ownership, and the percentage otarmings that we distribute. Morrison & FoersteiPLlvill not
review our compliance with those tests on a coirigpbasis. Accordingly, no assurance can be gikehdur
actual results of operations for any particulaatd& year will satisfy such requirements. Our &bt satisfy th
REIT qualification tests will depend upon our aséyof the characterization and fair market valfesur
assets, some of which will not be susceptible ioegise determination, and for which we will notaib
independent appraisals. Our compliance with thelREtome and quarterly asset requirements alsordispe
upon our ability to successfully manage the contfmrsof our income and assets on an ongoing bagigl,
based on the types of assets we will own, coulctdilate rapidly, significantly and unpredictably).dddition, w
will be required to make estimates of or othervdstermine the value of real property that is ceHaltfor our
mortgage loan assets. There can be no assuramteeHRS would not challenge our valuations oustibn
estimates of this collateral. For a discussiorheftax consequences of our failure to qualify REST, see Risk
Factors—Risks Related to this Offering— Failuré&aalify.”

If we qualify as a REIT, we generally will not betgect to U.S. federal income tax on our REIT tdeab
income that we currently distribute to our stocklssk, but taxable income generated by any domeR®; suct
as Thetis TRS, will be subject to regular corpomat®me tax. However, we will be subject to U.Sldral tax in
the following circumstances:

*  We will pay U.S. federal income tax on our taeaibcome, including net capital gain, that we @b n
distribute to stockholders during, or within a dfied time period after, the calendar year in whica
income is earned.

We may be subject to the “alternative minimumi @n any items of tax preference, including any
deductions of net operating losses, that we ddistribute or allocate to stockholders.
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We will pay income tax at the highest corporate on:

o netincome from the sale or other dispositioprafperty acquired through foreclosure, or
foreclosure property, that we hold primarily fotesto customers in the ordinary course of
business, and

o other non-qualifying income from foreclosure pedp.

We will pay a 100% tax on net income earned feates or other dispositions of property, othentha
foreclosure property, that we hold primarily fotesto customers in the ordinary course of business.

If we fail to satisfy the 75% gross income taisthe 95% gross income test, as described belalgrun
“—Gross Income Tests,” but nonetheless continwputdify as a REIT because we meet other
requirements, we will be subject to a 100% tax on:

o the greater of the amount by which we fail th&o/gross income test or the 95% gross income
test, multiplied, in either case, by

o afraction intended to reflect our profitability.

If we fail to satisfy the asset tests (other thateaninimis failure of the 5% asset test, the 1@¥e tes
or the 10% value test, as described below under $§sefATests”), as long as the failure was due to
reasonable cause and not to willful neglect, wpalie of the assets or otherwise comply with such
asset tests within six months after the last dapefjuarter in which we identify such failure amel
file a schedule with the IRS describing the astetscaused such failure, we will pay a tax eqoidhé
greater of$50,000 or the product of the highest U.S. fedeogborate tax rate (currently, 35%) and
net income from the non-qualifying assets durirgghkriod in which we failed to satisfy such asset
tests.

If we fail to satisfy one or more requiremerdas REIT qualification, other than the gross incoests
and the asset tests, and the failure was due someahle cause and not to willful neglect, we wdll b
required to pay a penalty 50,000 for each such failure.

We may be required to pay monetary penaltigeddRS in certain circumstances, including if \aé f
to meet recordkeeping requirements intended to tmoour compliance with rules relating to the
composition of a REIT’s stockholders, as describeldw in “—Requirements for Qualification.”

If we fail to distribute during a calendar yeardeast the sum of: (i) 85% of our REIT ordinangame
for the year, (ii) 95% of our REIT capital gain metome for the year and (jii) any undistributed
taxable income from earlier periods, we will pa§% nondeductible excise tax on the excess of the
required distribution over the amount we actualgtributed, plus any retained amounts on which
income tax has been paid at the corporate level.

We may elect to retain and pay income tax onnetilong-term capital gain. In that case, a U.S.
stockholder would be taxed on its proportionataelof our undistributed long-term capital gain (to
the extent that we make a timely designation ohgain to the stockholder) and would receive ait
or refund for its proportionate share of the taxpaé.

We will be subject to a 100% excise tax on teatisns between us and a TRS that are not conducted
on an arms’-length basis.

The earnings of Thetis TRS and any other TRS&weamay form will be subject to U.S. federal
corporate income tax.

If we acquire any asset from a C corporatiora oorporation that generally is subject to fullpmrate-
level tax, in a merger or other transaction in Whie acquire a basis in the asset that is
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determined by reference either to the C corpor&ibasis in the asset or to another asset, wepayl|
tax at the highest regular corporate rate applicdhle recognize gain on the sale or dispositibtne
asset during the 1@ear period after we acquire the asset. The anafugain on which we will pay ta
is the lesser of:

o the amount of gain that we recognize at the tifthe sale or disposition, and

o the amount of gain that we would have recognizeceihad sold the asset at the time we acq!
it, assuming that the C corporation will not eléctlieu of this treatment, to be subject to an
immediate tax when the asset is acquired.

If we derive “excess inclusion income” from amerest in certain mortgage loan securitization
structures (i.e., from a TMP, or a residual intenes real estate mortgage investment conduit, or
REMIC), we could be subject to corporate level UeSeral income tax (currently at a 35% rate) &
extent that such income is allocable to specifiges of tax-exempt stockholders known as
“disqualified organizationsthat are not subject to unrelated business incamelb the extent that v
own a REMIC residual interest or a TMP through &TRe will not be subject to this tax directly, but
all of the income from the investment will be sudtj U.S. federal income tax at the TRS level. See
“—Taxable Mortgage Pools and Excess Inclusion Ingbbelow.

In addition, notwithstanding our qualification aREIT, we may also have to pay certain state acal lo
income taxes, because not all states and locdiigtas REITs in the same manner that they areetefatr U.S.
federal income tax purposes. Moreover, as furtescdbed below, Thetis TRS and any other dome®&i8 inh
which we may own an interest will be subject to Uesleral, state and local corporate income taksotaxable
income. In addition, we may be subject to a varidtiaxes other than U.S. federal income tax, idiclg state
and local franchise, property and other taxes areign taxes. We could also be subject to taxtiraibns and
on transactions not presently contemplated.

Requirements for Qualification

A REIT is a corporation, trust, or association tmatets each of the following requirements:

1.
2.

9.

It is managed by one or more trustees or dirsct

Its beneficial ownership is evidenced by traredble shares or by transferable certificates néfieial
interest.

It would be taxable as a domestic corporatian for the REIT provisions of the U.S. federaldane
tax laws.

It is neither a financial institution nor arsumance company subject to special provisionsefi!g.
federal income tax laws.

At least 100 persons are beneficial ownere(dehed without reference to any rules of attribufiof
its shares or ownership certificates.

Not more than 50% in value of its outstanding skareownership certificates is owned, directly
indirectly, by five or fewer individuals, which th&.S. federal income tax laws define to include
certain entities, during the last half of any tdratear.

It elects to be taxed as a REIT, or has made slection for a previous taxable year, and sefisdll
relevant filing and other administrative requirensathat must be met to elect and maintain REIT
qualification.

It meets certain other qualification tests,ctiéed below, regarding the nature of its income assets
and the distribution of its income.

It uses the calendar year as its taxable year.

10. It has no earnings and profits from any non-REKalde year at the close of any taxable year.
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We must meet requirements 1 through 4 and 9 dunmgentire taxable year and must meet requirement 5
during at least 335 days of a taxable year of tev@honths, or during a proportionate part of a texgbar of
less than twelve months. Requirements 5 and 6 applg beginning with our 2015 taxable year. Ifoeenply
with all the requirements for ascertaining the omhip of our outstanding shares in a taxable yerdr@ve no
reason to know that we violated requirement 6, \Wiebe deemed to have satisfied requirement 6Hat taxabls
year. For purposes of determining share ownerahilgiurequirement 6, an “individual” generally indés a
supplemental unemployment compensation benefits plarivate foundation, or a portion of a trustnpanently
set aside or used exclusively for charitable pugpoAn “individual” generally does not include astthat is a
qualified employee pension or profit sharing tustler the U.S. federal income tax laws, howevet, an
beneficiaries of such a trust will be treated asling our shares in proportion to their actuanérests in the
trust for purposes of requirement 6.

We believe that we will issue shares with suffitidiversity of ownership to satisfy requirementaril 6.
In addition, our charter restricts the ownershig ransfer of our shares so that we should contiosatisfy
these requirements. These restrictions, however,magensure that we will, in all cases, be ablsatisfy these
share ownership requirements. If we fail to satibgse share ownership requirements, our qualicats a
REIT may terminate. The provisions of our charestricting the ownership and transfer of the shares
described in “Description of Capital Stock—Restdos on Ownership and Transfer.”

To monitor compliance with the share ownership iexments, we generally will be required to maintain
records regarding the actual ownership of our share do so, we must demand written statementsezah
from the record holders of significant percentagfesur shares pursuant to which the record holderst
disclose the actual owners of the shares (i.e péingons required to include our dividends in thedss income’
We must maintain a list of those persons failingedusing to comply with this demand as part of agords.
We could be subject to monetary penalties if wetéacomply with these record-keeping requiremelfitgou
fail or refuse to comply with the demands, you W@l required by Treasury Regulations to submiatestent
with your tax return disclosing your actual owndpstf our shares and other information. In additime must
satisfy all relevant filing and other administratirequirements that must be met to elect and maiRtaIT
status. We intend to comply with these requirements

Qualified REIT Subsidiaries

A corporation that is a “qualified REIT subsidiafg’not treated as a corporation separate fropeitsnt
REIT. All assets, liabilities, and items of incondeduction, and credit of a qualified REIT subgigiare treated
as assets, liabilities, and items of income, dédaoctnd credit of the REIT. A qualified REIT sutlisiry is a
corporation, other than a TRS, all of the sharestath is owned, directly or through one or moraldied
REIT subsidiaries or disregarded entities, by tE&TRThus, in applying the requirements describekim, any
qualified REIT subsidiary that we own will be igedr; and all assets, liabilities, and items of inepdeduction,
and credit of such subsidiary will be treated asamsets, liabilities, and items of income, dedugtand credit.

Other Disregarded Entities and Partnerships

An unincorporated domestic entity, such as a lichii@bility company, that has a single owner gelteia
not treated as an entity separate from its pameritfS. federal income tax purposes. An unincorgaraomesti
entity with two or more owners generally is treasesda partnership for U.S. federal income tax psgpoln the
case of a REIT that is a partner in a partnerstaphas other partners, the REIT is treated asrapits
proportionate share of the assets of the parteestd as earning its allocable share of the grassie of the
partnership for purposes of the applicable REITlifjoation tests. For purposes of the 10% valu¢ (ese “—
Asset Tests”), our proportionate share is baseauomroportionate interest in the equity interestd certain
debt securities issued by the partnership. Fasfalie other asset and income tests, our prop@tgoshare is
based on our proportionate interest in the capitatests in the partnership. Our proportionateesbéthe
assets, liabilities, and items of income of anytppenship, joint venture, or limited liability compathat is
treated as a partnership for U.S. federal incom@taposes in which we acquire an interest, diyeatl
indirectly, will be treated as our assets and gihossme for purposes of applying the various REl@liication
requirements.
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In the event that a disregarded subsidiary of ceeses to be wholly-owned—for example, if any gquit
interest in the subsidiary is acquired by a pexgtber than us or another disregarded subsidiaoys—the
subsidiary’s separate existence would no longetisregarded for U.S. federal income tax purposesead, the
subsidiary would have multiple owners and wouldreated as either a partnership or a taxable catipor
Such an event could, depending on the circumstaadesrsely affect our ability to satisfy the vaiscasset and
gross income requirements applicable to REITsuifiog the requirement that REITs generally mayavat,
directly or indirectly, more than 10% of the totalue or total voting power of the outstanding sii@s of
another corporation. See “—Asset Tests” and “—Gtoseme Tests.”

Ownership of Subsidiary REITs

Our operating partnership may own 100% of the comstock in one or more of our subsidiaries that wil
elect to be taxed as REITs, which we refer to ab$8liary REITs.” We may use the Subsidiary REdrs f
various purposes, including to execute non-REMI€Lisgzation transactions that are treated as TNBs,
described in “—Taxable Mortgage Pools and Exceslaision Income.”

Any Subsidiary REIT will be subject to the varidREIT qualification requirements and other limitaiso
described that apply to us. We believe that anyi8lidry REIT will be organized and will operatedammanner
to permit it to qualify for taxation as a REIT fotS. federal income tax purposes from and afteeffextive
date of its REIT election. However, if any SubsidiREIT were to fail to qualify as a REIT, then tfie
Subsidiary REIT would become subject to regulapooate income tax as described in “—Failure to @yal
and (ii) our ownership of shares of common stocthenSubsidiary REIT would not be a qualifying resfate
asset for purposes of the 75% asset test and wealnime subject to the 5% asset test, the 10% esteand the
10% value test generally applicable to our owngrgiicorporations other than REITSs, qualified REIT
subsidiaries and TRSs. See “—Asset Tests.” If ssllidry REIT were to fail to qualify as a REIT|stpossible
that we would not meet the 10% vote test and thex886ét test, 10% value test with respect to ouraod
interest in such entity, in which event we woulil fa qualify as a REIT unless we could avail olvses of
certain relief provisions, as described in “—AsEests.”

Taxable REIT Subsidiaries

A REIT is permitted to own up to 100% of the stalone or more TRSs. A TRS is a fully taxable
corporation that may earn income that would noqaifying income if earned directly by the par&EIT. The
subsidiary and the REIT must jointly elect to trit subsidiary as a TRS. A corporation with respewhich a
TRS directly or indirectly owns more than 35% o toting power or value of the outstanding seasitiill
automatically be treated as a TRS. However, atyentil not qualify as a TRS if it directly or indictly operate
or manages a lodging or health care facility onegelly, provides to another person, under a freseglicense ¢
otherwise, rights to any brand name under whichladging facility or health care facility is opeedt We
generally may not own more than 10%, as measuregtiryg power or value, of the securities of a cogtion
that is not a qualified REIT subsidiary or a REHRIass we and such corporation elect to treat sagtocation a
a TRS. Overall, no more than 25% of the value REAT’s assets may consist of stock or securitiesnef or
more TRSs.

The separate existence of a TRS or other taxabporation, unlike a disregarded subsidiary as dised
above, is not ignored for U.S. federal income tasppses. Accordingly, a domestic TRS would gengizl
subject to corporate income tax on its earningschvinay reduce the cash flow generated by us and ou
subsidiaries in the aggregate and our ability t&erdistributions to our stockholders.

A REIT is not treated as holding the assets of & BRother taxable subsidiary corporation or asivéng
any income that the subsidiary earns. Rather tduk $ssued by the subsidiary is an asset in thelaf the
REIT, and the REIT generally recognizes as incdmedividends, if any, that it receives from thesdiary.
This treatment can affect the gross income and ssstecalculations that apply to the REIT, as dbed below.
Because a parent REIT does not include the assétsi@ome of such subsidiary corporations in deiteing the
parent REIT's compliance with the REIT requiremestgch entities may be used by the parent REIT to
undertake indirectly activities that the REIT rufaight otherwise preclude it from doing directlytbrough
pass-through subsidiaries or render commercialfgasible (for example, activities that give risectatain
categories of income such as non-qualifying hedg@ingme or inventory sales).
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Certain restrictions imposed on TRSs are intendezhsure that such entities will be subject to appate
levels of U.S. federal income taxation. First, aSTiRay not deduct interest payments made in anytgear
affiliated REIT to the extent that such paymentseexi, generally, 50% of the TRSAdjusted taxable income
that year (although the TRS may carry forward tm deduct in, a succeeding year the disallowedeste
amount if the 50% test is satisfied in that yebr)addition, if amounts are paid to a REIT or de¢dddy a TRS
due to transactions between a REIT, its tenant®oaadl RS, that exceed the amount that would be toadr
deducted by a party in an arms’-length transactiom REIT generally will be subject to an excisedgual to
100% of such excess. We intend that all of oursiaations with Thetis TRS and any other TRS thainag
form will be conducted on an arms’-length basig,thare can be no assurance that we will be sutdésshis
regard.

We have elected to treat Thetis TRS as a TRS andayeform or invest in additional domestic or fgrei
TRSs in the future. On January 13, 2015, we apjidied private letter ruling from the Internal Reve Service
that would allow us to exclude our proportionatarshof gross income from the Manager if we heldiptarest
in the Manager through our operating partnerstiiwel receive such a ruling, we expect that we khdlld our
interest in the Manager through our operating gaistmp, instead of through Thetis TRS; howevengtlieno
assurance that such a ruling will be issued. TH&RIS owns a 19.8% equity interest in our Manages.rfiddy
also use a TRS to market and sell distressed ngertigans and property acquired upon foreclosutbasfe
loans, and may modify loans through a TRS. We thtermarket and sell mortgage loans and the related
foreclosed property through a TRS when the sathaxfe assets directly by us or our operating pestiye may
be subject to the 100% prohibited transactions$ae. “—Gross Income Tests—Prohibited Transactiong”
anticipate that our marketing and sales of loarkthe related foreclosed property will generallycbaeducted
through a TRS.

It is possible that such TRS will be treated agael for U.S. federal income tax purposes. Inthae,
such TRS will generally mark all the loans it hotasthe last day of each taxable year, if anyh&irtmarket
value, and will recognize ordinary income or loassach loans with respect to such taxable yedrthsy had
been sold for that value on that day. If we sigaifitly modify mortgage loans in a TRS and deterrttia¢ such
TRS qualifies as a trader, but not a dealer, foptaposes, such TRS may elect to be subject titesifmark-to-
market” rules that apply to electing traders.

A TRS may also provide services with respect topraperties to the extent we determine that haging
TRS provide those services will assist us in coimglyvith the gross income tests applicable to RESee “—
Gross Income Tests—Rents From Real Property.”

To the extent that Thetis TRS or any other TRS weatnmay form pays any taxes, they will have leshca
available for distribution to us. If dividends graid by domestic TRSs to us, then the dividenddesignate ar
pay to our stockholders who are taxed at individatds, up to the amount of dividends that we wec&bm
such entities, generally will be eligible to beddxat the reduced 20% maximum U.S. federal ratbcajpe to
qualified dividend income. See “—Taxation of U.Qltiers—T axation of Taxable U.S. Holders on Distributi
on Shares.”

Gross Income Testt

We must satisfy two gross income tests annualtulify and maintain our qualification as a REITrsE
at least 75% of our gross income for each taxaéde ynust consist of defined types of income thateréve,
directly or indirectly, from investments relatingyieal property or mortgage loans on real proparigualified
temporary investment income. Qualifying incomegarposes of the 75% gross income test generallydes:

* rents from real property;

* interest on debt secured by a mortgage on reglepty or on interests in real property;
» dividends or other distributions on, and gaonirthe sale of, shares in other REITS;

e gain from the sale of real estate assets;

* income and gain derived from foreclosure propéas described below);
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* income derived from a REMIC in proportion to thalrestate assets held by the REMIC, unless al
95% of the REMIC's assets are real estate assethich case all of the income derived from the
REMIC; and

* income derived from the temporary investmemeif capital that is attributable to the issuanceusf
shares or a public offering of our debt with a miggudate of at least five years and that we reeeiv
during the one-year period beginning on the datesloich we received such new capital.

Second, in general, at least 95% of our gross iecfmmeach taxable year must consist of incomeishat
qualifying income for purposes of the 75% gros®ime test (except for income derived from the terapor
investment of new capital), other types of intesesd dividends, gain from the sale or dispositibstock or
securities or any combination of these.

Certain income items do not qualify for either grascome test. Other types of income are excludad f
both the numerator and the denominator in one tr bbthe gross income tests. For example, grasmie fron
the sale of property that we hold primarily forestd customers in the ordinary course of busiriaessme and
gain from “hedging transactions,” as defined in “edding Transactions,” and gross income attributtble
cancellation of indebtedness, or “COD,” income W#él excluded from both the numerator and the dematri
for purposes of both the 75% and 95% gross incests.tin addition, certain foreign currency gairlf lve
excluded from gross income for purposes of oneotir bf the gross income tests. See “—Foreign Cuagren
Gain.” For purposes of the 75% and 95% gross incests, we are treated as receiving our propottiosizare
of our operating partnership’s gross income. Wé mvdnitor the amount of our non-qualifying incomedawill
seek to manage our investment portfolio to compBbilaime with the gross income tests. The follogi
paragraphs discuss the specific application ofthes income tests to us.

Dividends

Our share of any dividends received from any cafion (including dividends from Thetis TRS, and any
other TRS that we may form, but excluding any RE#hTWhich we own an equity interest will qualifyrfo
purposes of the 95% gross income test but notdgrgses of the 75% gross income test. Our shaaayof
dividends received from any other REIT in which even an equity interest, if any, will be qualifyiilgcome foi
purposes of both gross income tests.

Interest

The term “interest,” as defined for purposes ohbgross income tests, generally excludes any antbant
is based in whole or in part on the income or psaiff any person. However, interest generally idekithe
following:

* an amount that is based on a fixed percentagerosentages of receipts or sales; and

e an amount that is based on the income or profigsdebtor, as long as the debtor derives sutistgn
all of its income from the real property securihg tlebt from leasing substantially all of its ietgrin
the property, and only to the extent that the antwrecteived by the debtor would be qualifying “eent
from real property” if received directly by a REIT.

If a loan contains a provision that entitles a REIR percentage of the borrower’s gain upon thedahe
real property securing the loan or a percentagkeofppreciation in the property’s value as ofecHj date,
income attributable to that loan provision will treated as gain from the sale of the property segtine loan,
which generally is qualifying income for purposédoth gross income tests, provided that the ptgpsmot
inventory or dealer property in the hands of thedwer or the REIT.

Interest on debt secured by a mortgage on reakpiopr on interests in real property, includingy, this
purpose, market discount, original issue discadistount points, prepayment penalties, loan assomfees,
and late payment charges that are not compendatiservices, generally is qualifying income forposes of
the 75% gross income test. However, if the loasetured by real property and other property andhitjteest
principal amount of a loan outstanding during atd& year exceeds the fair market value of themexderty
securing the loan as df) the date the REIT agreed to originate or
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acquire the loan or (ii) as discussed below, inetent of a “significant modification,” the date wwdified the
loan, a portion of the interest income from suamlvill not be qualifying income for purposes of ff6% gross
income test, but will be qualifying income for poges of the 95% gross income test. The portiohefriterest
income that will not be qualifying income for pugas of the 75% gross income test will be equdieégbrtion
of the principal amount of the loan that is notised by real property—that is, the amount by whiahloan
balance exceeds the applicable value of the réatecthat secures the loan.

We intend to acquire re-performing, sub-performamgl non-performing mortgage loans. Our mortgage
loans will be secured by a first lien on real pmbypenterest on debt secured by mortgages onpr@glerty or on
interests in real property, including, for this pose, prepayment penalties, loan assumption fetatn
payment charges that are not compensation forcesvgenerally is qualifying income for purposethef 75%
gross income test. Under the applicable TreasuguR&on (referred to as the “interest apportionmen
regulation”), if we receive interest income wittspect to a mortgage loan that is secured by baltpreperty
and other property, and the highest principal arhofithe loan outstanding during a taxable yeaeess the
fair market value of the real property on the dat& we acquired the mortgage loan, the interestnre will be
apportioned between the real property and the atblateral, and our income from the arrangemetitquilify
for purposes of the 75% gross income test onldceixtent that the interest is allocable to thepezperty.
Even if a mortgage loan is not secured by real gntypor is undersecured, the income that it g¢asnaay
nonetheless qualify for purposes of the 95% gnossme test. In Revenue Procedure 2014-51, the IRS
interpreted the “principal amount” of the loan farrposes of that test to be the face amount dbtg despite
the Code’s requirement that taxpayers treat ankenaliscount (discussed below) as interest ratier t
principal.

We expect to acquire re-performing, sub-perfornangd non-performing residential mortgage loans for
substantially less than their face amount. Howewerbelieve that all of the residential mortgagen®that we
will acquire are secured only by real property andther property value is taken into account in ou
underwriting and pricing. Accordingly, we believet the interest apportionment rules and Revenoecure
2014-51 (to the extent it addresses interest ajgponent) will not apply to our residential mortgdgans.
Nevertheless, if the IRS were to assert succegghalt our residential mortgage loans were sechiyeather
property, then depending upon the value of thepagderty securing our residential mortgage loartstheir
face amount, and the sources of our gross incomergky, we might not be able to satisfy the 75%ome test.

Under the Code, if the terms of a loan are modifited manner constituting a “significant modificatj”
such madification triggers a deemed exchange obtiggnal loan for the modified loan. IRS Revenuededure
2014-51 provides a safe harbor pursuant to whickvilNenot be required to redetermine the fair manka&lue of
the real property securing a loan for purposes®fgross income and asset tests in connectionawihn
modification that is: (i) occasioned by a borrowefault; or (i) made at a time when we reasondlelieve that
the modification to the loan will substantially te a significant risk of default on the origina&h. If we
modify our mortgage loans in the future, no asstearan be provided that all of our loan modificasiavill
qualify for the safe harbor in Revenue ProceduBdZl. To the extent we significantly modify a mortgdgan
in a manner that does not qualify for that safébarwe will be required to redetermine the valééhe real
property securing the loan at the time it was $igatly modified. If the fair market value of theal property
securing a loan has decreased, a portion of theesttincome from the loan would not be qualifyiimgome for
the 75% gross income test and a portion of theevafuhe loan would not be a qualifying asset farppses of
the 75% asset test.

Hedging Transactions

From time to time, we may enter into hedging tratisas with respect to one or more of our assets or
liabilities. Our hedging activities may include erihg into interest rate swaps, caps, and flogrspns to
purchase these items, and futures and forwardastrExcept to the extent provided by TreasuryuReigns,
income and gain from “hedging transactions” willdeluded from gross income for purposes of bogh7b
and 95% gross income tests. A “hedging transaciitciides any transaction entered into in the nbooarse
of our trade or business primarily to manage thle of interest rate changes, price changes, oeacyr
fluctuations with respect to borrowings made obéamade, or ordinary obligations incurred or torteeirred, to
acquire or carry real estate assets (“liabilitydel A “hedging transaction”
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also includes any transaction entered into pripaoilmanage risk of currency fluctuations with mespto any
item of income or gain that is qualifying income faurposes of the 75% or 95% gross income testr(gr
property which generates such income or gain). Weequired to clearly identify any such hedgirapsaction
before the close of the day on which it was acgiiogiginated, or entered into and satisfy othentdication
requirements. To the extent that we hedge for qibgroses, or to the extent that a portion of #ndgled assets
are not treated as “real estate assets” (as deddo#low under “—Asset Tests”) or we enter inta\dgive
transactions that are not liability hedges or vittdesatisfy the identification requirements withspect to a
hedging transaction, the income from those traimaswill likely be treated as non-qualifying incerfor
purposes of both gross income tests. We intentfaotare any hedging transactions in a mannerdbes not
jeopardize our qualification as a REIT, but we aarassure you that we will be able to do so. We omduct
some or all of our hedging activities through a T®®ther corporate entity, the income from whictyrbe
subject to U.S. federal income tax, rather thapdayicipating in the arrangements directly or tigloypass-
through subsidiaries.

Fee Income

We may earn income from fees in certain circumstanEee income generally will be qualifying incofok
purposes of both the 75% and 95% gross incomeifésts received in consideration for enteringdran
agreement to make a loan secured by real propedtyte fees are not determined by income and pr@ither
fees, including certain amounts received in coriapavith mortgage servicing rights (which we do natrently
intend to acquire on a standalone basis), genaaediyiot qualifying income for purposes of eithersg income
test. Any fees earned by a TRS, like other incoaraed by a TRS, will not be included in the REIgisss
income for purposes of the gross income tests.

Foreign Currency Gain

Certain foreign currency gains will be excludedirgross income for purposes of one or both of theg
income tests. “Real estate foreign exchange gailh’be excluded from gross income for purposeshef75%
and 95% gross income tests. Real estate foreigmege gain generally includes foreign currency gain
attributable to any item of income or gain thaquslifying income for purposes of the 75% gros®ime test,
foreign currency gain attributable to the acquisitor ownership ofor becoming or being the obligor under)
obligations secured by mortgages on real propeargnanterest in real property and certain foreignrency gail
attributable to certain “qualified business unit$’a REIT. “Passive foreign exchange gain” willdeluded
from gross income for purposes of the 95% grossnrectest. Passive foreign exchange gain generallydes
real estate foreign exchange gain as describeceabod also includes foreign currency gain atteble to any
item of income or gain that is qualifying income faurposes of the 95% gross income test and foigrency
gain attributable to the acquisition or ownershiga becoming or being the obligor under) obligaioThese
exclusions for real estate foreign exchange gaihpassive foreign exchange gain do not apply teidor
currency gain derived from dealing, or engaginguhbstantial and regular trading, in securities hSyain is
treated as non-qualifying income for purposes afitoe 75% and 95% gross income tests.

Rents from Real Propert

We have acquired interests in real property asgdartir initial portfolio and may acquire additidmaal
property or an interest therein in the future. Remt receive from our interests in real property quialify as
“rents from real property” in satisfying the grassome requirements for a REIT described above ihe
following conditions are met:

e First, the amount of rent must not be basedhole/or in part on the income or profits of anyquer.
An amount received or accrued generally will noekeluded, however, from rents from real property
solely by reason of being based on fixed percestafieeceipts or sales.

»  Second, rents we receive from a “related pamyant” will not qualify as rents from real propeity
satisfying the gross income tests unless the taaanTRS, at least 90% of the property is leased t
unrelated tenants, the rent paid by the TRS istanbally comparable to the rent paid by the uriezla
tenants for comparable space and the rent is trifitdable to an increase in rent due to a modifica
of a lease with a “controlled TRS” (i.e., a TRSahich we own
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directly or indirectly more than 50% of the votipgwer or value of the stock). A tenant is a related
party tenant if the REIT, or an actual or consixgcbowner of 10% or more of the REIT, actually or
constructively owns 10% or more of the tenant.

«  Third, if rent attributable to personal propetgased in connection with a lease of real prgpést
greater than 15% of the total rent received unidetease, then the portion of rent attributablnéo
personal property will not qualify as rents fromalrproperty.

»  Fourth, we generally must not operate or mamageeal property or furnish or render servicesuo
tenants, other than through an “independent catrawho is adequately compensated and from
whom we do not derive revenue. We may, howevenigesservices directly to tenants if the services
are “usually or customarily renderei’ connection with the rental of space for occuyamly and ar
not considered to be provided for the tenants’ eoience. In addition, we may provide a minimal
amount of“non-customary” services to the tenants of a priypether than through an independent
contractor, as long as our income from the sendoes not exceed 1% of our income from the related
property. Furthermore, we may own up to 100% ofstieek of a TRS, which may provide customary
and non-customary services to tenants withoutitejraur rental income from the related properties.

If a portion of the rent that we receive from agedy does not qualify as “rents from real propelgcaus
the rent attributable to personal property excdédsé of the total rent for a taxable year, the portf the rent
that is attributable to personal property will betqualifying income for purposes of either the 7&2985% gros
income test. Thus, if such rent attributable taspeal property, plus any other income that is noalifying
income for purposes of the 95% gross income tesingl a taxable year exceeds 5% of our gross inaumeg
the year, we would lose our REIT qualification. ther, the rent from a particular property doesqalify as
“rents from real property” if(i) the rent is considered based on the incomaafits of the tenant, (ii) the tenant
either is a related party tenant or fails to quydliiir the exceptions to the related party tenala for qualifying
taxable REIT subsidiaries or (iii) we furnish namstomary services to the tenants of the propertgnanage or
operate the property, other than through a qualifymdependent contractor or a taxable REIT sussidi

Our operating partnership and/or its subsidiaridisgenerally lease our REO properties to tenalnds &re
individuals. Our REO property leases will typicalfigive a term of at least one year and requireethent to pay
fixed rent. We may also lease portions of our mined properties, if any, to tenants that are estitWe intend
to structure any such leases so that the rengwdlify as “rents from real property,” and do nuteind to own
more than 10% of any tenant of a mixed-use prop&ty do not anticipate leasing significant amowfts
personal property pursuant to any of our leaseseMer, we do not intend to perform any servicégiothan
customary ones for our tenants, unless such seraieeprovided through independent contractorsTiR &
Accordingly, we believe that our leases generalydpce rent that qualifies as “rents from real prog' for
purposes of the 75% and 95% gross income tests.

In addition to the rent, the tenants may be requiogpay certain additional charges. To the extesmtsuch
additional charges represent reimbursements of atadliat we are obligated to pay to third partigshscharge
generally will qualify as “rents from real propeftyo the extent such additional charges repregentlties for
nonpayment or late payment of such amounts, suatgeb should qualify as “rents from real property.”
However, to the extent that late charges do ndiifgjes “rents from real property,” they insteadlvbie treated
as interest that qualifies for the 95% gross inctese

Prohibited Transactions

A REIT will incur a 100% tax on the net income (inding foreign currency gain) derived from any sale
other disposition of property, other than forechesproperty, that the REIT holds primarily for sedecustomers
in the ordinary course of a trade or business. gugh income will be excluded from the applicatiéthe 75%
and 95% gross income tests. Whether a REIT holdsset “primarily for sale to customers in the oady
course of a trade or business” depends on thedadtgircumstances in effect from time to timeJuding those
related to a particular asset. We believe that méreir assets will be held primarily for sale testomers and
that a sale of any of our assets will not be indtdnary course of our business. No assurancegbhenycan be
given that the IRS will not successfully asserbatrary
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position, in which case we would be subject togt@hibited transaction tax on the sale of thosetas3 o avoid
the 100% prohibited transaction tax on the saldeafer property by a REIT, we intend to disposarnf asset
that may be treated as held “primarily for saledstomers in the ordinary course of a trade ommssi’ by
contributing or selling the asset to a TRS priomtarketing the asset for sale.

Foreclosure Propert)

We will be subject to tax at the maximum corporate on any income (including foreign currency gain
from foreclosure property, other than income thheowise would be qualifying income for purposeshef 75%
gross income test, less expenses directly connegtbdhe production of that income. Gross incomoerf
foreclosure property will qualify, however, undbet75% and 95% gross income tests. Foreclosureryop
any real property, including interests in real gndp, and any personal property incident to suahpeoperty:

» thatis acquired by a REIT as the result ofRiEdT having bid on such property at foreclosure, or
having otherwise reduced such property to ownermshjfmssession by agreement or process of law,
after there was a default or default was imminenadease of such property or on indebtedness that
such property secured;

«  for which the related loan or lease was acquinethe REIT at a time when the default was not
imminent or anticipated; and

« for which the REIT makes a proper election &atrthe property as foreclosure property.

A REIT will not be considered, however, to haveefdosed on a property where the REIT takes cobfrol
the property as a mortgageegnssession and cannot receive any profit or suataiioss except as a creditol
the mortgagor. Property generally ceases to belfisere property at the end of the third taxablr yellowing
the taxable year in which the REIT acquired thepprty, or longer if an extension is granted by $leeretary of
the U.S. Treasury. This grace period terminatesfaretiosure property ceases to be foreclosuregptpn the
first day:

» onwhich alease is entered into for the propirat, by its terms, will give rise to income thites not
qualify for purposes of the 75% gross income téistr¢garding income from foreclosure property), or
any amount is received or accrued, directly orraxtly, pursuant to a lease entered into on or afte
such day that will give rise to income that doesqalify for purposes of the 75% gross income test
(disregarding income from foreclosure property);

* on which any construction takes place on the ptgpether than completion of a building or any at
improvement, where more than 10% of the constroatias completed before default became
imminent; or

« which is more than 90 days after the day on withe REIT acquired the property and the property i
used in a trade or business that is conductedeoREHT, other than through an independent contracto
from whom the REIT itself does not derive or reee@ny income.

To the extent we foreclose or enter into a deelikinarrangement on any distressed mortgage latmié
acquire, we may not be able to make a foreclosumeepty election with respect to such property bseave
may be treated as having acquired the loan atewihen default on such loan was imminent or ardteig. If
we anticipate selling a property shortly after fdosure or deed-in-lieu of foreclosure, we expbat tve will
contribute or sell the property to a TRS, whichl wikrket and sell the property. See “—Taxable REIT
Subsidiaries” and “—Gross Income Tests—Prohibitegh$actions.”

Failure to Satisfy Gross Income Tes

If we fail to satisfy one or both of the gross inmtests for any taxable year, we neverthelessgualfy
as a REIT for that year if we are entitled to dydior relief under certain provisions of the Uf8deral income
tax laws. Those relief provisions generally will deailable if:

»  our failure to meet those tests is due to realsiencause and not to willful neglect; and
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» following such failure for any taxable year,dnedule of the sources of our income is filed wlith
IRS in accordance with regulations prescribed leyShcretary of the U.S. Treasury.

We cannot with certainty predict whether any falto meet these tests will qualify for the reliedyisions
If these relief provisions are inapplicable to atigalar set of circumstances involving us, we witit qualify as
REIT. As discussed above in “—Taxation of Our Compaeven if the relief provisions apply, we woulgtur
a 100% tax on the gross income attributable tagteater of the amount by which we fail the 75% griosome
test or the 95% gross income test, multiplied,itihez case, by a fraction intended to reflect aufimbility.

Asset Tests

To qualify as a REIT, we also must satisfy thedwiing asset tests at the end of each quarter of teaable
year.

First , at least 75% of the value of our total assetst mmssist of:

» cash or cash items, including certain receivabled investments in money market funds;

e government securities;

* interests in real property, including leaseh@ldd options to acquire real property and leasshold
* interests in mortgage loans secured by realgutpp

e stock in other REITS;

* investments in stock or debt instruments dutigone-year period following our receipt of new
capital that we raise through equity offerings oblic offerings of debt with at least a five-yearr;
and

» regular or residual interests in a REMIC. HoweVfdess than 95% of the assets of a REMIC cansis
of assets that are qualifying real estate-relasséta under the U.S. federal income tax laws,
determined as if we held such assets, we will é&t¢d as holding directly our proportionate shére o
the assets of such REMIC.

Second, of our investments not included in the 75% asksess, the value of our interest in any one issuer’
securities (other than any TRS we may own) mayeroeed 5% of the value of our total assets (the 85%et
test”).

Third , of our investments not included in the 75% askests, we may not own more than 10% of the total
voting power or 10% of the total value of any ossuier’s outstanding securities (the “10% vote tastf the
“10% value test,” respectively).

Fourth , no more than 25% of the value of our total assetg consist of the securities of one or more
TRSs.

Fifth , no more than 25% of the value of our total assetg consist of the securities of TRSs and other
non-TRS taxable subsidiaries and other assets thatodgualifying assets for purposes of the 75% asse{(the
“25% securities test”).

For purposes of these asset tests, we are trematemlding our proportionate share of our operating
partnership’s assets. For purposes of the 5% testethe 10% vote test and the 10% value testetine
“securities” does not include stock in another REduity or debt securities of a qualified REIT sidiary or
TRS, mortgage loans or MBS that constitute rea@tesissets, or equity interests in a partnershipp&rposes (
the 10% value test, the term “securities” doesimdtide:

»  ‘“straight debt"securities, which is defined as a written uncondgi promise to pay on demand or (
specified date a sum certain in moneyijfthe debt is not convertible, directly or ingfitly, into stock
and (ii) the interest rate and interest paymergsiate not contingent on profits, the borrower’s
discretion, or similar factors. “Straight debt” seties do not include any
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securities issued by a partnership or a corporatievhich we or any “controlled TRS” hold non-
"straight” debt securities that have an aggregateesof more than 1% of the issuer’s outstanding
securities. However, “straight debt” securitieduilde debt subject to the following contingencies:

* acontingency relating to the time of paymenintérest or principal, as long as either (i) thisrao
change to the effective yield of the debt obligatiother than a change to the annual yield thas dot
exceed the greater of 0.25% or 5% of the annudd yie (ii) neither the aggregate issue price her t
aggregate face amount of the issuer’s debt obtigatheld by us exceeds $1 million and no more than
twelve months of unaccrued interest on the debigatibns can be required to be prepaid; and

* acontingency relating to the time or amounpayment upon a default or prepayment of a debt
obligation, as long as the contingency is consistath customary commercial practice;

e any loan to an individual or an estate;
e any “section 467 rental agreement,” other thaagreement with a related party tenant;
* any obligation to pay “rents from real propetty;

*  certain securities issued by governmental egtinat are not dependent in whole or in part en th
profits of (or payments made by) a non-governmental entity;

e any security (including debt securities) issbganother REIT;

» any debt instrument of an entity treated asrtnpeship for U.S. federal income tax purposes fictv
we are a partner to the extent of our proportioigtest in the equity and certain debt securities
issued by that partnership; or

* any debt instrument of an entity treated asrtnpeship for U.S. federal income tax purposes not
described in the preceding bullet points if at1€&®46 of the partnership’s gross income, excluding
income from prohibited transactions, is qualifyingome for purposes of the 75% gross income test
described above in “—Gross Income Tests.”

For purposes of the 10% value test, our proport®ehare of the assets of a partnership is ouoptiopate
interest in any securities issued by the partnprstithout regard to the securities described @l#st two bullet
points above.

As discussed above under “—Gross Income Testsjhtead to acquire re-performing, sub-performing and
non-performing residential mortgage loans for sausally less than their face amount. Under thdieable
Treasury Regulation (referred to as the “loan ap@aoment regulation”), if a mortgage loan is secliog real
property and other property and the highest pradamount of the loan outstanding during a taxgbkr
exceeds the fair market value of the real propsgtyuring the loan as ¢f) the date we agreed to acquire or
originate the mortgage loan or (ii) in the evenadignificant modification, the date we modifibe toan, then
portion of the interest income from such a loan mot be qualifying income for purposes of the 7§fbss
income test but will be qualifying income for puges of the 95% gross income test. Although theidavot
entirely clear, a portion of the mortgage loan aiio likely be a non-qualifying asset for purposethe 75%
asset test. Revenue Procedure 2014-51 providde hador under which the IRS has stated thatlitnet
challenge a REIT’s treatment of a mortgage loabedisg, in part, a qualifying real estate asseniamount
equal to the lesser df) the fair market value of the mortgage loartloe date of the relevant quarterly REIT
asset testing date or (ii) the greatei(0f the fair market value of the real propertyisangy the loan on the date
of the relevant quarterly REIT asset testing datgy)othe fair market value of the real propertguggng the loan
determined as of the date the REIT committed taiaedhe loan. Under the safe harbor, when theeotirralue
of a mortgage loan exceeds both the current fatketaalue of the real property that secures the lnd the
fair market value of the real property that sectinesloan, determined as of the date we committedttjuire or
originate the loan, a portion of the mortgage lodlhbe treated as a nonqualifying asset. We doamticipate
that the value of our distressed mortgage loanswileed the current value of the real propertyseg the
loans.
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We may in the future enter into repurchase agretsmerder which we nominally sell certain of ouredss
to a counterparty and simultaneously entered intaggeement to repurchase the sold assets in egelfiana
purchase price that reflects a financing chargeeBan positions the IRS has taken in analogouatiins, we
believe that these transactions would be treatsg@sed debt and that we would be treated for RESEt and
income test purposes as the owner of the assetedliid be the subject of such agreements notweitttihg tha
such agreements may transfer record ownershipedadbkets to the counterparty during the term of the
agreement. It is possible, however, that the IR8ccassert that we did not own our assets suljexzale and
repurchase agreements during the term of suchragres, in which case we could fail to qualify 23ET.

Derivative instruments generally are not qualifyassets for purposes of the 75% asset test. Tritesest
rate swaps, futures contracts, and other similtruments that are used in “hedging transactiossiedined in
“—Hedging Transactions,” are non-qualifying asgetgurposes of the 75% asset test.

As discussed above, we may invest opportunisti¢albther types of mortgage-related assets. Texbent
we invest in such assets, we intend to do so imaner that will enable us to satisfy each of tteetests
described above. However, we cannot assure yowvehatill be able to satisfy the asset tests desdrdbove.
We will monitor the status of our assets for pugsosf the various asset tests and seek to manageufolio to
comply at all times with such tests. No assurahowiever, can be given that we will continue to becgssful ir
this effort. In this regard, to determine our coi@pte with these requirements, we will have to ealur
investment in our assets to ensure compliancetivitlasset tests. Although we seek to be prudentiking
these estimates, no assurances can be given ¢hi&@$hmight not disagree with these determinatarsassert
that a different value is applicable, in which cagemight not satisfy the 75% asset test and theratsset tests
and, thus, would fail to qualify as a REIT.

If we fail to satisfy the asset tests at the end célendar quarter, we will not lose our REIT icaltion so
long as:

» we satisfied the asset tests at the end ofrieeding calendar quarter; and

» the discrepancy between the value of our assetghe asset test requirements arose from chamges
the market values of our assets and was not wbolbartly caused by the acquisition of one or more
non-qualifying assets.

If we did not satisfy the condition described ie 8econd item, above, we still could avoid disdjgaliion
by eliminating any discrepancy within 30 days after close of the calendar quarter in which it aros

If we violate the 5% asset test, the 10% votedestte 10% value test described above at the eadyf
calendar quarter, we will not lose our REIT quaéfion if (i) the failure is de minimis (up to the lesserl8f of
the total value of our assets or $10 million) aifjdre dispose of assets or otherwise comply withasset tests
within six months after the last day of the quaimewhich we identified such failure. In the evefia more than
de minimis failure of any of the asset tests, ag las the failure was due to reasonable causeatrid willful
neglect, we will not lose our REIT qualificationvife (i) dispose of assets or otherwise comply Withasset
tests within six months after the last day of tharter in which we identified such failure, (ii)efia schedule
with the IRS describing the assets that caused failaine in accordance with regulations promulgaigdhe
Secretary of the U.S. Treasury and (iii) pay agqual to the greater &50,000 or the product of the highest
U.S. federal corporate tax rate (currently, 35%) te net income from the non-qualifying asseténduthe
period in which we failed to satisfy the assetdetthese relief provisions are inapplicable foaaticular set of
circumstances involving us, we will fail to qualiés a REIT.

We believe that the assets that we may hold wiibfyathe foregoing asset test requirements. Wé wil
monitor the status of our assets and our futureiaitipn of assets to ensure that we comply withséh
requirements, but we cannot assure you that webeiuccessful in this effort. No independent appta will
be obtained to support our estimates of and coiocisss to the value of our assets and securities, many
cases, the real estate collateral for the mortézayes that support our assets. Moreover, the valfissme asse
may not be susceptible to a precise determinafisra result, no assurance can be given that theMRR 8ot
contend that our ownership of securities and odissets violates one or more of the asset testiablgl to
REITs.
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Distribution Requirements

Each taxable year, we must distribute dividendsemrthan capital gain dividends and deemed digtabsi
of retained capital gain, to our stockholders iraggregate amount at least equal to:

. the sum of

o 90% of our “REIT taxable income,” computed withoegard to the dividends paid deduction and
our net capital gain, and

o 90% of our after-tax net income, if any, fromefolosure property,

minus

. the sum of certain items of non-cash income.

We must make such distributions in the taxable yearhich they relate, or in the following taxalyiear if
either (i) we declare the distribution before wesly file our U.S. federal income tax return foe trear and pay
the distribution on or before the first regularidend payment date after such declaration or @)dsclare the
distribution in October, November or December @ téixable year, payable to stockholders of recard o
specified day in any such month, and we actuallytpa dividend before the end of January of thio¥ahg
year. The distributions under clause (i) are taxablthe stockholders in the year in which paidi ge
distributions in clause (i) are treated as paidDacember 31 of the prior taxable year. In bottainses, these
distributions relate to our prior taxable year orposes of the 90% distribution requirement.

In order for distributions to be counted as satmgfithe annual distribution requirements for REldisd to
provide us with a REIT-level tax deduction, thetiligitions must not be “preferential dividends.dividend is
not a preferential dividend if the distribution(ispro-rata among all outstanding shares withpagticular class
and (ii) in accordance with the preferences amaffigrdnt classes of shares as set forth in ourroegdional
documents.

We will pay U.S. federal income tax on taxable imeg including net capital gain, that we do notrdiste
to stockholders. Furthermore, if we fail to distrié during a calendar year, or by the end of Jarfetlowing
the calendar year in the case of distributions wéblaration and record dates falling in the lasté months of
the calendar year, at least the sum of:

e 85% of our REIT ordinary income for such year,
e 95% of our REIT capital gain income for suchryead

« any undistributed taxable income from prior pds, we will incur a 4% nondeductible excise tax on
the excess of such required distribution over theunts we actually distribute.

We may elect to retain and pay income tax on thdong term capital gain we recognize in a taxaeer.
See “—Taxation of U.S. Holders—Taxation of Taxabl&. Holders on Distributions on Shares.” If weesect,
we will be treated as having distributed any swthined amount for purposes of the REIT distributio
requirements and the 4% nondeductible excise tagribed above.

We intend to make timely distributions in the figwufficient to satisfy the annual distributionuggments
and to avoid corporate income tax and the 4% nanctdde excise tax.

It is possible that, from time to time, we may exgece timing differences between the actual reaip
cash, including distributions from our subsidiari@sd actual payment of deductible expenses aniti¢hesion
of that income and deduction of such expensesivirag at our REIT taxable income. Possible exarspie
those timing differences include the following:

» If we sell property at a loss to a related partgluding a TRS, such loss may be suspendedthatil
TRS disposes of the property to an unrelated buyer.

»  Because we may deduct capital losses only textent of our capital gains, we may have taxable
income that exceeds our economic income.
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»  We will recognize taxable income in advancehef telated cash flow with respect to our investment
that are deemed to have original issue discountg@verally must accrue original issue discountd
on a constant yield method that takes into accprojected prepayments but that defers taking into
account credit losses until they are actually inedwr

» If we acquire distressed mortgage loans and s@arifly modify those loans, we would recognize ¢
without the receipt of any cash, on the resultiagrded exchange equal to the difference between the
adjusted issue price of the modified loan (which génerally be the face amount of the modified
loan) and our adjusted tax basis in the originahldBecause we intend to acquire distressed matgag
loans at a significant discount, our adjusted @sidin a distressed mortgage loan typically vell b
significantly lower than the adjusted issue pri€¢he modified loan, which would result in our
recognizing “phantom” income if we significantly dliéy the loan. We intend to significantly modify
our distressed mortgage loans only on an oppottamisselective basis.

*  We expect to foreclose on a portion of our nerfgrming mortgage loans, and we may engage in
foreclosures or other transactions that resuliénconversion of such loans to real property. Such
transactions could also give rise to taxable incavitleout a corresponding receipt of cash.

We may acquire investments that are treatecaind “market discount” for U.S. federal income tax
purposes, because the investments are debt insttsith@t we acquire for an amount less than their
principal amount. We do not intend to elect to ggipe market discount currently. Under the market
discount rules, we may be required to treat postimingains on sale of market discount bonds as
ordinary income and may be required to include sameunts of principal payments received on
market discount bonds as ordinary income. The mtiog of market discount upon receipt of
principal payments results in an acceleration efrétognition of taxable income to periods priottte
receipt of the related economic income. Furthethéoextent that such an investment does not fully
amortize according to its terms, we may never k&ctie economic income attributable to previously
recognized market discount.

Although several types of narash income are excluded in determining the ardigaiibution requiremen
we will incur corporate income tax and/or the 4% deductible excise tax with respect to those cash incom
items if we do not distribute those items on aentrbasis. As a result of the foregoing, we mayeHass cash
than is necessary to distribute all of our taxétdeme and thereby avoid corporate income tax haaxcise ta
imposed on certain undistributed income. In sushuation, we may need to borrow funds, sell assetsake
taxable distributions of our shares or debt seiestrit

We may satisfy the 90% distribution test with tdeadtistributions of our shares or debt securifidg®e IRS
has issued private letter rulings to other REI€ating certain distributions that are paid pantlgéash and partly
in shares as dividends that would satisfy the Rdifiual distribution requirement and qualify for teidends
paid deduction for U.S. federal income tax purpo$ésse rulings may be relied upon only by taxpayenom
they were issued, but we could request a similargdrom the IRS. In addition, the IRS issued aemrue
procedure creating a temporary safe harbor authgrjzublicly traded REITs to make elective cashisha
dividends, but that safe harbor has expired. Adaogiy, it is unclear whether and to what extentwik be able
to make taxable dividends payable in cash and shéfe have no current intention to make a taxabidehd
payable in cash and our shares.

Under certain circumstances, we may be able t@cba failure to meet the distribution requirenfenta
year by paying “deficiency dividends” to our stookters in a later year. We may include such deficye
dividends in our deduction for dividends paid floe earlier year. Although we may be able to avedine tax
on amounts distributed as deficiency dividendswiliebe required to pay interest and may be requtepay a
penalty to the IRS based upon the amount of anyatith we take for deficiency dividends.

Recordkeeping Requirement:

We must maintain certain records in order to quali a REIT. In addition, to avoid a monetary pgnhave
must request, on an annual basis, information wamstockholders designed to disclose the actuakoship of
our outstanding shares. We intend to comply wigs¢hrequirements.
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Failure to Qualify

If we fail to satisfy one or more requirements REIT qualification, other than the gross incomestesd
the asset tests, we could avoid disqualificatiaouif failure is due to reasonable cause and netlifol neglect
and we pay a penalty &50,000 for each such failure. In addition, treme relief provisions for a failure of the
gross income tests and asset tests, as describeddross Income Tests” and “—Asset Tests.”

If we fail to qualify as a REIT in any taxable yeand no relief provision applies, we would be sgbjo
U.S. federal income tax and any applicable altéreahinimum tax on our taxable income at regulapocate
rates. In calculating our taxable income in a yearhich we fail to qualify as a REIT, we would rw¢ able to
deduct amounts paid out to stockholders. In faetywauld not be required to distribute any amoumts t
stockholders in that year. In such event, to thereof our current or accumulated earnings anéitprall
distributions to stockholders would be taxable mnary income. Subject to certain limitations loé tU.S.
federal income tax laws, corporate stockholdershirtdg eligible for the dividends received deductoil
stockholders taxed at individual rates might bgikele for the reduced U.S. federal income tax cdt20% on
such dividends. Unless we qualified for relief unsigecific statutory provisions, we also would sgdalified
from taxation as a REIT for the four taxable yedatlowing the year during which we ceased to qyadis a
REIT. We cannot predict whether in all circumstanae would qualify for such statutory relief.

Taxable Mortgage Pools and Excess Inclusion Incon

An entity, or a portion of an entity, may be cléissi as a TMP under the Code(ij substantially all of its
assets consist of debt obligations or interestiebt obligations, (ii) more than 50% of those dafiigations are
real estate mortgages or interests in real estatigyages as of specified testing dates, (iii) thityehas issued
debt obligations (liabilities) that have two or ragnaturities, and (iv) the payments required tonbele by the
entity on its debt obligations (liabilities) “beamrelationship” to the payments to be receivedheyentity on the
debt obligations that it holds as assets. Undeasing/ Regulations, if less than 80% of the asdais entity (or
a portion of an entity) consist of debt obligatiptiese debt obligations are considered not to cismp
“substantially all” of its assets, and therefore émtity would not be treated as a TMP. Our fufumrancing and
securitization arrangements may give rise to TM®t) the consequences as described below.

Where an entity, or a portion of an entity, is slisd as a TMP, it is generally treated as a thxab
corporation for U.S. federal income tax purposeshe case of a REIT, or a portion of a REIT, diszregarded
subsidiary of a REIT, that is a TMP, however, sgkgiles apply. We may enter into transactions ¢batd
result in us or a portion of our assets being ¢édas a TMP for U.S. federal income tax purposescifically,
we may securitize our assets and such securitimtiay result in us owning interests in a TMP. éfdo not
own 100% of the equity in our operating partnership would be precluded from holding equity int¢éseés
such a securitization through our operating pastrier Accordingly, we would likely enter into sutthnsaction
through a Subsidiary REIT owned by our operatingrgship and will be precluded from selling toside
investors equity interests in such securitizationfom selling any debt securities issued in catioa with suct
securitizations that might be considered to betgdunierests for U.S. federal income tax purposes.

If a REIT owns, directly or indirectly through one more qualified REIT subsidiaries or other eafitthat
are disregarded as a separate entity for U.S.deomome tax purposes 100% of the equity interiestise TMP,
the TMP will be a qualified REIT subsidiary andetéfore, ignored as an entity separate from thel Rét1U.S.
federal income tax purposes and would not geneadfiact the tax qualification of the REIT. Rathire
consequences of the TMP classification would gédlyexcept as described below, be limited to tlERs
stockholders.

The U.S. Treasury has not yet issued regulatiogevern the treatment of stockholders of a REIT, a
portion of which is a TMP, as described below. Atjpm of the REIT’s income from the TMP arrangement
which might be non-cash accrued income, howevdrpeitreated as “excess inclusion income.”
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The REIT’s excess inclusion income, including argess inclusion income from a residual interest in
REMIC, would be allocated among its stockholderstdckholder's share of excess inclusion incomevgijild
not be allowed to be offset by any net operatirsgés otherwise available to the stockholder, @l be
subject to tax as unrelated business taxable indotte hands of most types of stockholders thabdnerwise
generally exempt from U.S. federal income tax, @ifjdwvould result in the application of U.S. fedéincome
tax withholding at the maximum rate (30%), withoeduction under any otherwise applicable incomereaty,
to the extent allocable to most types of foreigitisholders. See “—Taxation of U.S. Holders” and “ax@tion
of Non-U.S. Holders.” Under IRS guidance, to theeekthat excess inclusion income is allocated feofMP
to a tax-exempt stockholder of a REIT that is ndject to unrelated business income tax (such asrgment
entities), the REIT will be subject to tax on thisome at the highest applicable corporate tax(@taently
35%). In that case, the REIT could reduce distiing to such stockholder by the amount of suctptad by the
REIT attributable to such stockholder’'s ownershigeasury Regulations provide that such a redudtion
distributions would not give rise to a preferentalidend that could adversely affect the REIT snpdiance
with its distribution requirements. See “—Distritmt Requirements.” Our charter contemplates thattax
imposed on us in these circumstances may to tlemebdasible reduce distributions to the stockholdeose
status caused that tax to be imposed, or we maysheh tax as a general corporate expense.

The manner in which excess inclusion income iswtated is not clear under current law. As requlrgd
IRS guidance, we intend to make such determinatiassd on what we believe to be a reasonable method
However, there can be no assurance that the IR®otithallenge our method of making any such
determinations. If the IRS were to disagree with sunch determinations made or with the method byads,
the amount of any excess inclusion income requdzk taken into account by one or more stockhsl(ees
described above) could be significantly increa3ec-exempt investors, foreign investors and taxpayéits met
operating losses should carefully consider thectasequences described above, and are urged toltcibesr
tax advisors.

Taxation of Our Operating Partnership
Our operating partnership currently is treated parénership for tax purposes.

Under the Code, a partnership generally is notemultp U.S. federal income tax, but is requireéiléoa
partnership tax information return each year. Inggel, the character of each partner’s share df kam of
income, gain, loss, deduction, credit, and taxgyeice is determined at the partnership level. padimer is
then allocated a distributive share of such itemecicordance with the partnership agreement aredjisred to
take such items into account in determining sucinpds income. Each partner includes such amouirntdome
for any taxable year of the partnership ending iwitht with the taxable year of the partner, withoegard to
whether the partner has received or will receive@ash distributions from the partnership. Castridistions, if
any, from a partnership to a partner generallynateaxable unless and to the extent they exceegdhner’'s
basis in its partnership interest immediately beftie distribution. Any amounts in excess of sachbasis will
generally be treated as a sale or exchange ofparther’s interest in the partnership.

As noted above, for purposes of the REIT incomeamset tests, we are treated as receiving or fgptlin
proportionate share of our operating partnershigeme and assets, respectively. We control, areshéhto
continue to control, our operating partnership emeind to operate it consistently with the requiesits for our
gualification as a REIT.

We may issue equity compensation to employeeseifichm of interests in our operating partnershit th
provide for capital gain treatment to the employegisdo not generate a corresponding deductiondor
operating partnership.

The discussion above assumes that our operatitigepsinip is treated as a “partnership” for U.Sefedl
income tax purposes. Generally, a domestic uniroratpd entity with two or more partners is treadsd
partnership for U.S. federal income tax purposdsagnt affirmatively elects to be treated as goaation.
However, certain “publicly traded partnerships” timated as corporations for U.S. federal incomeptaposes.
We intend to comply with one or more exceptionréatment of our operating partnership as a cotjmora
under the publicly traded partnership rules. Failorqualify for such an exception would prevenfram
qualifying as a REIT.
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Taxation of U.S. Holders

The term “U.S. holder” means a beneficial owneowf shares of common stock that, for U.S. federal
income tax purposes, is:

. a citizen or resident of the United States;

» acorporation (including an entity treated as gomation for U.S. federal income tax purposes)ted
or organized under the laws of the United Statey o its States or the District of Columbia;

* an estate whose income is subject to U.S. fédwrame taxation regardless of its source; or

e anytrustif(i) a U.S. court is able to exercise primary sujson over the administration of such trust
and one or more U.S. persons have the authoritgritrol all substantial decisions of the trustirif
has a valid election in place to be treated asSa person.

If a partnership, entity or arrangement treated partnership for U.S. federal income tax purposdds
our shares of common stock, the U.S. federal incaxéreatment of a partner in the partnership géterally
depend on the status of the partner and the aetiwof the partnership and certain determinatioaderat the
partner level. If you are a partner in a partngrstulding our shares of common stock, you shouitseth your
tax advisor regarding the consequences of the paestownership and disposition of our shares ofntom
stock by the partnership.

Taxation of Taxable U.S. Holders on DistributionsxdShares

As long as we qualify as a REIT, a taxable U.Sdaomust generally take into account as ordinacgrime
distributions made out of our current or accumulaarnings and profits that we do not designatapial gain
dividends or retained long-term capital gain. A Lh8lder will not qualify for the dividends recet/deduction
generally available to corporations. In additioivjdends paid to a U.S. holder generally will notjfy for the
20% tax rate for “qualified dividend income.”

The maximum tax rate for qualified dividend incoraeeived by taxpayers taxed at individual rate0B.
Qualified dividend income generally includes divide paid to U.S. holders taxed at individual réeslomesti
C corporations and certain qualified foreign cogtimns. Because we are not generally subject tofedgral
income tax on the portion of our REIT taxable ineodistributed to our stockholders (see “—Taxatib®or
Company” above), our dividends generally will netddigible for the 20% rate on qualified dividemdome.

As a result, our ordinary REIT dividends will bec¢a at the higher tax rate applicable to ordinacpime.
Currently, the highest marginal individual incora& tate on ordinary income is 39.6%. However, 1% 2ax
rate for qualified dividend income will apply tomardinary REIT dividends (i) attributable to dieidds
received by us from certain non-REIT corporatiang( dividends from any domestic TRSs), (ii) te &xtent
attributable to income upon which we have paid crate income tax (e.g., to the extent that we idiste less
than 100% of our taxable income) and (iii) attrédale to income in the prior taxable year from thkes of
“built-in gain” property acquired by us from C corations in carryover basis transactions (lesatheunt of
corporate tax on such income). In general, to §uédr the reduced tax rate on qualified dividenddme, a U.<
holder must hold our shares for more than 60 dayisg the 121-day period beginning on the dateith&0
days before the date on which our shares of constamk become ex-dividend. Individuals, trusts astdtes
whose income exceeds certain thresholds are atjecstio a 3.8% Medicare tax on dividends receivenh us.

A U.S. holder generally will take into account distitions that we properly designate as capitah gai
dividends as long-term capital gain, to the extbat they do not exceed our actual net capital fyaithe
taxable year, without regard to the period for vattize U.S. holder has held our shares of commark sto
corporate U.S. holder may, however, be requiredetat up to 20% of certain capital gain dividengd®edinary
income.

We may elect to retain and pay income tax on théong-term capital gain that we recognize in aatzdg
year. In that case, to the extent we designate aonciunt on a timely notice to such stockholder,%. biolder
would be taxed on its proportionate share of owlistributed long-term capital gain. The U.S.
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holder would receive a credit or refund for itsodtionate share of the tax we paid. The U.S. holdruld
increase the basis in its shares of common sto¢kdogpmount of its proportionate share of our undisted
long-term capital gain, minus its share of thevaxpaid.

A U.S. holder will not incur tax on a distributiam excess of our current and accumulated earninds a
profits if the distribution does not exceed theuathd basis of the U.S. holdeshares of common stock. Inste
the distribution will reduce the adjusted basiswth shares of common stock. A U.S. holder wilbggtze a
distribution in excess of both our current and awglated earnings and profits and the U.S. holdstjasted
basis in his or her shares of common stock as terrg-capital gain, or short-term capital gain & $hares of
common stock have been held for one year or lessinsing the shares of common stock are a capgat asthe
hands of the U.S. holder. In addition, if we deelardistribution in October, November or Decembiemy year
that is payable to a U.S. holder of record on @ifipe date in any such month, such distributioallksbe treated
as both paid by us and received by the U.S. hadddecember 31 of such year, provided that we dgtpay
the distribution during January of the followinderadar year, as described in “—Distribution Requieats.”

Stockholders may not include in their individuat@me tax returns any of our net operating lossespita
losses. Instead, these losses are generally caverdy us for potential offset against our futinreome.

Taxable distributions from us and gain from thepdstion of our shares of common stock will not be
treated as passive activity income and, theretote,S. holder generally will not be able to appty &passive
activity losses,” such as losses from certain tygfdsnited partnerships in which such U.S. holiea limited
partner, against such income. In addition, taxdtibutions from us and gain from the dispositarour
shares of common stock generally will be treateithasstment income for purposes of the investmeterést
limitations. We will notify stockholders after tlstose of our taxable year as to the portions ofiikzibutions
attributable to that year that constitute ordinagome, return of capital and capital gain.

We may recognize taxable income in excess of cam@uwic income, known as phantom income, in the
years that we hold certain investments, and expegian offsetting excess of economic income ovetaxable
income in later years. As a result, U.S. holdetinaes may be required to pay U.S. federal incoameon
distributions that economically represent a retafroapital rather than a dividend. These distriimsiwould be
offset in later years by distributions representiegnomic income that would be treated as returcaital for
U.S. federal income tax purposes. Taking into antthe time value of money, this acceleration d.Uederal
income tax liabilities may reduce a U.S. holdefteratax return on his or her investment to an antdess than
the after-tax return on an investment with an isehbefore-tax rate of return that did not geregattantom
income. For example, if an investor with a 30%n&e purchases a taxable bond with an annual siteate of
10% on its face value, the investor's before-tanrreon the investment would be 10% and the invessdter-
tax return would be 7%. However, if the same inmeptirchased our common shares at a time wherefioegh
tax rate of return was 10%, the investor’s afterrtte of return on such shares of common stoclktiig
somewhat less than 7% as a result of our phantoamia. In general, as the ratio of our phantom iretorour
total income increases, the after-tax rate of retaceived by a taxable U.S. holder will decrease.

If excess inclusion income from a TMP or REMIC desil interest is allocated to any U.S. holder, that
income will be taxable in the hands of the U.Sdbholand would not be offset by any net operatisgéds of the
U.S. holder that would otherwise be available. ‘Se&@axable Mortgage Pools and Excess Inclusion Inedm

Taxation of Taxable U.S. Holders on the Dispositiof Shares

In general, a U.S. holder who is not a dealer augtes must treat any gain or loss realized uptexable
disposition of our shares of common stock as lamngzitcapital gain or loss if the U.S. holder hasltseich
shares of common stock for more than one year #retwise as short-term capital gain or loss. Inegeln a
U.S. holder will realize gain or loss in an amoegqtial to the difference between the sum of thenfiairket valus
of any property and the amount of cash receivesigh disposition and the U.S. holder’s adjustedtsis. A
holder’s adjusted tax basis generally will equal thS. holder’s acquisition

170




TABLE OF CONTENTS

cost, increased by the excess of net capital giaamed distributed to the U.S. holder (discussesiggless tax
deemed paid by such U.S. holder on such gainsezhated by any returns of capital. However, a UdRldr
must treat any loss upon a sale or exchange oésleficommon stock held by such holder for six s less
as a long-term capital loss to the extent of chgin dividends and any other actual or deemeliloligions
from us that such U.S. holder treats as long texpital gain. All or a portion of any loss that &8Uholder
realizes upon a taxable disposition of our shafesmmon stock may be disallowed if the U.S. holggrchase
our shares of common stock (or substantially sinsiteares of common stock) within 30 days beforaftar the
disposition.

Capital Gains and Losse

A taxpayer generally must hold a capital assetrfore than one year for gain or loss derived frasdle ¢
exchange to be treated as long-term capital gdiossr The maximum tax rate on long-term capitai ga
applicable to U.S. holders taxed at individual $age20% for sales and exchanges of assets hehddi@ than
one year. The maximum tax rate on long-term cag#at from the sale or exchange“section 1250 property,”
or depreciable real property, is 25%, which appiethe lesser of the total amount of the gainther
accumulated depreciation on the Section 1250 ptppdedividuals, trusts and estates whose inconoeeds
certain thresholds are also subject to a 3.8% Meeitax on gain from the sale of our shares of comstock.

With respect to distributions that we designateagstal gain dividends and any retained capitah gfaat we
are deemed to distribute, we will designate wheslieh a distribution is taxable to U.S. holdersthat
individual rates at a 20% or 25% rate. The highetginal individual income tax rate currently is@%. Thus,
the tax rate differential between capital gain ardinary income for those taxpayers may be sigaificin
addition, the characterization of income as caygjéih or ordinary income may affect the deductipitif capital
losses, including capital losses recognized uperdibposition of our shares. A non-corporate tagpayay
deduct capital losses not offset by capital gagerest its ordinary income only up to a maximumuaimamoun
of $3,000. A non-corporate taxpayer may carry forwardsed capital losses indefinitely. A corporaieégyer
must pay tax on its net capital gain at ordinampocate rates. A corporate taxpayer may deductaldpsses
only to the extent of capital gains, with unuseskks being carried back three years and forwaed/frars.

Information Reporting Requirements and Withholdir

We or the applicable withholding agent will reptwrtU.S. holders and to the IRS the amount andatke t
character of distributions we pay during each addelyear, and the amount of tax we withhold, if.ddgder the
backup withholding rules, a U.S. holder may be acijo backup withholding at a rate of 28% withpess to
distributions unless such holder:

» s acorporation or comes within certain othezrapt categories and, when required, demonstraites t
fact; or

»  provides a taxpayer identification number, ¢egias to no loss of exemption from backup
withholding, and otherwise complies with the applie requirements of the backup withholding ru

A U.S. holder who does not provide the applicahitholding agent with its correct taxpayer idemgfiion
number also may be subject to penalties imposdatdIRS. Any amount paid as backup withholding tél
creditable against the U.S. holder’s income tabiliigz. Backup withholding is not an additional takny
amounts withheld under the backup withholding raesy be refunded or credited against the U.S. IngldéeS.
federal income tax liability if certain requiredanmation is timely furnished to the IRS. U.S. haigl are urged
to consult their own tax advisors regarding appiicaof backup withholding to them and the avaii&pof, and
procedure for obtaining an exemption from, backithlwlding. In addition, the applicable withholdiagent
may be required to withhold a portion of distritauts to any U.S. holders who fail to certify theilSUstatus.

Taxation of Non-U.S. Holders

The term “non-U.S. holder” means a beneficial owsfesur shares of common stock that is not a U.S.
holder or a partnership (or an entity or arrangertreated as a partnership for U.S. federal income
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tax purposes). The rules governing U.S. federarimetaxation of nonresident alien individuals, fgne
corporations, foreign partnerships and other fordiglders are complex. This section is only a surgrofisuch
rules.We urge non-U.S. holders to consult their tax advigs to determine the impact of U.S. federal, state
and local income tax laws on ownership of our shaseof common stock, including any reporting
requirements.

For most non-U.S. holders, investment in a REIT tfneests principally in mortgage loans and MB8ds
the most tavefficient way to invest in such assets. That isalbse receiving distributions of income derived fi
such assets in the form of REIT dividends subjemist non-U.S. holders to withholding taxes thag¢dir
investment in those asset classes, and the daeeipt of interest and principal payments with ee$po them,
would not.

A non-U.S. holder that receives a distribution frogthat is not attributable to gain from our sale
exchange of'United States real property interests,” as defibelow, and that we do not designate as a capital
gain dividend or retained capital gain will recagmbrdinary income to the extent that we pay tls@rilution ou
of our current or accumulated earnings and profitaithholding tax equal to 30% of the gross amaufrihe
distribution ordinarily will apply unless an apgllule tax treaty reduces or eliminates the tax. Reditreaty
rates are not available to the extent that incanattiibutable to our excess inclusion income albde to the
non-U.S. holder. See “—Taxable Mortgage Pools axxkgs Inclusion Income.” If a distribution is treadias
effectively connected with the non-U.S. holder'sidoct of a U.S. trade or business, the distributidhnot
incur the 30% withholding tax, but the non-U.S.dwslgenerally will be subject to U.S. federal ineotax on
the distribution at graduated rates, in the sameneraas U.S. holders are taxed on distributionsadsmmay be
subject to the 30% branch profits tax in the cdseaprporate non-U.S. holder. In general, non-tdders will
not be considered to be engaged in a U.S. trabasiness solely as a result of their ownershipuofshares of
common stock. It is expected that the applicabtélvalding agent will withhold U.S. income tax aétrate of
30% on the gross amount of any distribution thativeot designate as a capital gain distributioretained
capital gain and is paid to a non-U.S. holder unether:

» alower treaty rate applies and the non-U.Sdérdliles with the applicable withholding agentIRS
Form W-8BEN or IRS Form W-8BEN-E evidencing eliditlyi for that reduced rate, or

» the non-U.S. holder files with the applicablehkiolding agent an IRS Form W-8ECI claiming tha th
distribution is effectively connected income.

Capital gain dividends received or deemed recelyea non-U.S. holder from us that are not attribletdo
gain from our sale or exchange ‘tnited States real property interests,” as defihelow, are generally not
subject to U.S. federal income or withholding tamless either (1) the non-U.S. holdeirivestment in our shai
of common stock is effectively connected with a Ur&de or business conducted by such non-U.Sehg¢id
which case the nobkS. holder will be subject to the same treatmsntl&5. holders with respect to such gain
(2) the non-U.S. holder is a nonresident alienviildial who was present in the U.S. for 183 daysiore during
the taxable year and has a “tax home” in the UrSwKich case the non-U.S. holder will be subjeca t30% tax
on the individual's net capital gain for the year).

A non-U.S. holder will not incur tax on a distribart on the shares of common stock in excess of our
current and accumulated earnings and profits ietteess portion of the distribution does not exdbedadjuste
tax basis of its shares of common stock. Instédedekcess portion of the distribution will reducets non-U.S.
holder’s adjusted tax basis of its shares of comstook. A non-U.S. holder will be subject to taxan
distribution that exceeds both our current and edated earnings and profits and the adjusted losis
shares of common stock, if the non-U.S. holdermifse would be subject to tax on gain from the sale
disposition of its shares of common stock, as desdbelow. Because we generally cannot determitfeegime
we make a distribution whether the distributionlwiceed our current and accumulated earnings aofilsp it is
expected that the applicable withholding agent radignwill withhold tax on the entire amount of any
distribution at the same rate applicable to witkhivd on a dividend. However, a non-U.S. holder mlbiain a
refund of amounts that the applicable withholdiggrat withheld if we later determine that a disttibn in fact
exceeded our current and accumulated earningsrafitsp
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For any year in which we qualify as a REIT, a noisLholder may incur tax on distributions that are
attributable to gain from our sale or exchangéldrited States real property interests” under gdqoovisions
of the U.S. federal income tax laws known as “FIRPTThe term “United States real property interésts
includes interests in real property and sharesiparations at least 50% of whose assets consistarests in
real property. The term “United States real propirterests’generally does not include mortgage loans or \
Under the FIRPTA rules, a non-U.S. holder is tagedlistributions attributable to gain from saledJoiited
States real property interests as if the gain wéeztively connected with a U.S. business of te-b.S.
holder. A nont.S. holder thus would be taxed on such a distiobat the normal capital gain rates applicab
U.S. holders, subject to applicable alternativeimirm tax and a special alternative minimum taxhie ¢ase of
nonresident alien individual. A non-U.S. corporatéder not entitled to treaty relief or exemptidscamay be
subject to the 30% branch profits tax on such &ibligion. Unless a non-U.S. holder qualifies floe £xception
described in the next paragraph, the applicablehsitling agent must withhold 35% of any such disttion
that we could designate as a capital gain dividéndgon-U.S. holder may receive a credit againshwalder’s
tax liability for the amount withheld.

Capital gain distributions on our shares of comrsimtk that are attributable to our sale of reapprty
will be treated as ordinary dividends, rather tharmgain from the sale of a United States real ptpeterest, if
(i) our shares of common stock are “regularly tciden an established securities market in the UnitateS ant
(i) the non-U.S. holder does not own more thand%ur shares of common stock during the one-yedog
preceding the distribution date. As a result, noB-Wolders generally would be subject to withhajdiax on
such capital gain distributions in the same mamasehey are subject to withholding tax on ordindisydends.
We anticipate that our common stock will be treaedeing regularly traded on an established ge=imarket
in the United States following this offering. Iflocommon stock is not regularly traded on an eistabtl
securities market in the United States or the ndd-Holder owned more than 5% of our common stoekg
time during the one-year period prior to the dittion, capital gain distributions that are atttdhle to our sale
of real property would be subject to tax under FTRPMoreover, if a non-U.S. holder disposes of common
stock during the 30-day period preceding a divideagment, and such non-U.S. holder (or a persatectito
such non-U.S. holder) acquires or enters into &raohor option to acquire our common stock witBindays of
the 1st day of the 30 day period described abowedaay portion of such dividend payment would, fouthe
disposition, be treated as a United States reglgpty interest capital gain to such non-U.S. hglttezn such
non-U.S. holder will be treated as having Uniteat&t real property interest capital gain in an arhthat, but
for the disposition, would have been treated asddritates real property interest capital gain.

A non-U.S. holder generally will not incur tax umddRPTA with respect to gain realized upon a
disposition of our shares of common stock as lang@ are not a United States real property holdorgoratior
during a specified testing period. If at least 500a REIT’s assets are United States real propetgyests, then
the REIT will be a United States real property mddcorporation. We may be a United States regbgnty
holding corporation based on our investment styategthat case, gains from the sale of our shafeesmmon
stock by a non-U.S. holder could be subject toRFHIA tax. However, a non-U.S. holder generally waubt
incur tax under FIRPTA on gain from the sale of sluiares of common stock if we were a “domestically
controlled qualified investment entity.” A domestily controlled qualified investment entity inclieda REIT in
which, at all times during a specified testing pdriless than 50% in value of its shares are heddttl or
indirectly by non-U.S. persons.

If our common stock is regularly traded on an dighéd securities market, an additional exceptiothe
tax under FIRPTA will be available with respecbior common stock, even if we do not qualify as a
domestically controlled qualified investment engtythe time the non-U.S. holder sells our commooks
Under that exception, the gain from such a salsuzy a non-U.S. holder will not be subject to tager
FIRPTA if (i) our common stock is treated as being regulmdgied under applicable Treasury Regulations «
established securities market and (ii) the non-bddkler owned, actually or constructively, 5% @sl@f our
common stock at all times during a specified tesgiariod. As noted above, we anticipate that outroon
stock will be treated as being regularly tradedinrestablished securities market following thigoffg. If the
gain on the sale of our common stock were taxe@uRtRPTA, a non-U.S. holder would be taxed on ¢z
in the same manner as U.S. holders, subject tacapje alternative minimum tax and a special alitve
minimum tax in the case of nonresident alien irdlials.
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Backup withholding will generally not apply to pagnts of dividends made by us or our paying agémts,
their capacities as such, to a non-U.S. holderigeavthat the non-U.S. holder furnishes to the iapple
withholding agent the required certification astsonon-U.S. status, such as providing a valid FR&M W-
8BEN, W-8BEN-E or W-8ECI, or certain other requiramnts are met. Notwithstanding the foregoing, backup
withholding may apply if the applicable withholdiagent has actual knowledge, or reason to knowthiea
holder is a U.S. person that is not an exempt i@tipPayments of the net proceeds from a disposdr a
redemption effected outside the United States hgraU.S. holder made by or through a foreign ofti€a
broker generally will not be subject to informatiaporting or backup withholding. However, informoat
reporting (but not backup withholding) generallyhapply to such a payment if the broker has certai
connections with the U.S. unless the broker hasitieatary evidence in its records that the benéfivimer is ¢
non-U.S. holder and specified conditions are metroexemption is otherwise established. Paymetiteohet
proceeds from a disposition by a non-U.S. holdeshafres of common stock made by or through the dffise
of a broker is generally subject to informationagmg and backup withholding unless the non-U@&dér
certifies under penalties of perjury that it is adt.S. person and satisfies certain other reqeinésn or
otherwise establishes an exemption from informatéporting and backup withholding.

Backup withholding is not an additional tax. Any@mts withheld under the backup withholding rulesy
be refunded or credited against the non-U.S. haldes. federal income tax liability if certain neiged
information is timely furnished to the IRS. Non-Ut®lders are urged to consult their own tax adgiso
regarding application of backup withholding to thand the availability of, and procedure for obtagnan
exemption from, backup withholding.

Legislative or Other Actions Affecting REITs

The present U.S. federal income tax treatment dTREay be modified, possibly with retroactive effe
by legislative, judicial or administrative actiohany time. The REIT rules are constantly underewsby
persons involved in the legislative process anthbyRS and the U.S. Treasury Department, which rasylt ir
statutory changes as well as revisions to regulaténd interpretations. Additionally, several af thx
considerations described herein are currently ureléew and are subject to change. Prospectivéistdders
are urged to consult with their own tax advisogarding the effect of potential changes to the tfe8eral tax
laws on an investment in our shares of common stock

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act (“FATCA”) jmoses a 30% U.S. withholding tax on certain U.S.
source payments, including interest (and origissilie discount), dividends, other fixed or deterivimannual ¢
periodical gain, profits, and income, and on thesgmproceeds from a disposition of property ofpe tywhich car
produce U.S. source interest or dividends (“Witllable Payments”), if paid to a foreign financiatitution
(including amounts paid to a foreign financial ington on behalf of a stockholder), unless sudiiintion
enters into an agreement with Treasury to colladt@rovide to Treasury certain information regagdihS.
financial account holders, including certain acdadcwiders that are foreign entities with U.S. ovepevith such
institution or otherwise complies with FATCA. FATCa#iso generally imposes a withholding tax of 30% on
Withholdable Payments made to a non-financial fprentity unless such entity provides the withhajdagent
with a certification that it does not have any sabal U.S. owners or a certification identifyittge direct and
indirect substantial U.S. owners of the entity. Bindertain circumstances, a stockholder may béd#difor
refunds or credits of such taxes.

These withholding and reporting requirements gdlyeapply to U.S. source periodic payments maderaft
June 30, 2014 and to payments of gross proceesdrsale or redemption made after December 31,.204@
determine withholding is appropriate with respeca tWithholdable Payment, we will withhold tax la¢t
applicable statutory rate, and we will not pay adgitional amounts in respect of such withholdigreign
financial institutions and non-financial foreigntities located in jurisdictions that have an intargrnmental
agreement with the United States governing FATCA iasubject to different rules. Prospective inoesare
urged to consult with their own tax advisors regagdhe possible implications of FATCA on their @stment ir
our common shares.
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State, Local and Foreign Taxe:

We and/or our subsidiaries and common stockholaessbe subject to taxation by various states, itves|
or foreign jurisdictions, including those in whiake, our subsidiaries, or our common stockholdenssact
business, own property or reside. We or our sulseli may own properties located in numerous jigtishs
and may be required to file tax returns in somalloof those jurisdictions. The state, local ancefgn tax
treatment of us and our common stockholders mdgrdifom the U.S. federal income tax treatmentofnd
our common stockholders described above. Consdgueainmon stockholders should consult their tax
advisors regarding the application and effect affiestiocal and foreign income and other tax lanenugn
investment in our shares of common stock.
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UNDERWRITING

Subject to the terms and conditions set forth @thderwriting agreement between us and the undersvr
named below, for whom FBR is acting as represemtatie and the selling stockholders have agresdltdo
the underwriters, and each underwriter has seyeagheed to purchase, the number of shares ofaanmon
stock listed next to its name in the following &bl

Number
of
Underwriter Shares

FBR Capital Markets & Co.
Sterne, Agee & Leach, Inc.
Nomura Securities International, Ir
Ladenburg Thalmann & Co. Inc.
MLV & Co. LLC

Total

Under the terms and conditions of the underwriiggeement, the underwriters are committed to psecha
all of the shares offered by this prospectus (atha@n the shares subject to the underwriters’ aptiopurchase
additional shares), if the underwriters buy angwth shares.

The underwriters initially propose to offer the aoon stock directly to the public at the public oiifig
price set forth on the cover page of this prospgeand to certain dealers at such offering price éesoncession
not to exceed $ per share. After the public offering of the shasEsommon stock, the offering price and
other selling terms may be changed by the undesxgriSales of shares of common stock made outside t
United States may be made by affiliates of cemdithe underwriters.

Over-Allotment Option. We and a selling stockholder have granted tatiderwriters an option to
purchase up to 834,917 and 40,333, respectivetiftiadal shares of our common stock at the sante pér
share as they are paying for the shares showreitatiie above. The underwriters may exercise tismin
whole or in part at any time within 30 days aftez tlate of the underwriting agreement. To the éxten
underwriters exercise this option, each underwritiroe committed, so long as the conditions & th
underwriting agreement are satisfied, to purchasenaber of additional shares proportionate to that
underwriters’ initial commitment as indicated irettable at the beginning of this section plushiévent that
any underwriter defaults in its obligation to pussk shares under the underwriting agreement, cexdaiitional
shares.

Discounts and CommissionsThe following table shows the per share and totderwriting discounts ar
commissions we will pay to the underwriters. Thas®unts are shown assuming both no exercise and ful
exercise of the underwriters’ option to purchasditeehal shares of our common stock.

Total
Per No Full
Share Exercise Exercise

Public Offering Price $ $ $
Underwriting discounts and commissions to be p&idll)J

Us $ $ $

The selling stockholders $ $ $

Total $ $ $

Proceeds, before expenses, to us $ $ $

Proceeds, before expenses, to the selling stooktsld $ $ $

(1) No underwriting discounts and commissions will lagable with respect to shares of common stochkyyif
that are sold in this offering to certain of ourstixg institutional stockholders. To the exteny ahares are
sold to these investors, the underwriting discoants commissions would be less and the net pro¢bats
we receive in the offering would be grea
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We estimate that the total expenses of the offggmgble by us, excluding underwriting discountd an
commissions, will be approximately $2,200,000. €kpenses include reasonable legal fees and other
disbursements of counsel to the underwriters meteed $10,000) in connection with filings reqdiby the
Financial Industry Regulatory Authority, Inc.

Right of First Refusal. In connection with our private placement thaseld on July 8, 2014, we granted
FBR Capital Markets & Co. a right of first refusalact (i) as lead underwriter and sole book rummer
connection with any public offering of our equitydebt securities, including this offering, (ii) ssle placement
agent for any private offering of our equity or tlsbcurities, and (iii) as financial advisor in ocection with any
merger and acquisition advisory work where an itmesit banker represents us, all until July 8, 28L5ject to
extension in certain circumstances provided thel xtension will not extend more than three yéalswing
the date of this prospectus.

Listing. Our common stock has been approved for listinthe NYSE under the trading symbol “AJX,”
subject to official notice of issuance.

Stabilization. In accordance with Regulation M under the ExgeaAct, the underwriters may engage in
activities that stabilize, maintain or otherwiséeaf the price of our common stock, including stsates and
purchases to cover positions created by shortipositstabilizing transactions, syndicate covetiagsactions,
penalty bids and passive market making.

e Short positions involve sales by the underwsirshares in excess of the number of shares the
underwriters are obligated to purchase, which eseatsyndicate short position. The short positiag
be either a covered short position or a naked giasition. In a covered short position, the nunddfer
shares involved in the sales made by the undensiiteexcess of the number of shares they are
obligated to purchase is not greater than the nuwftghares that they may purchase by exercising
their option to purchase additional shares. Inledahort position, the number of shares involged i
greater than the number of shares in their optigmutchase additional shares. The underwriters may
close out any short position by either exercishjrtoption to purchase additional shares or
purchasing shares in the open market.

e Stabilizing transactions permit bids to purchéeunderlying security as long as the stabilidits
do not exceed a specific maximum price.

*  Syndicate covering transactions involve purchaseur common stock in the open market after the
distribution has been completed to cover syndishtet positions. In determining the source of share
to close out the short position, the underwriteitsa@nsider, among other things, the price of slsar
available for purchase in the open market as coeaptarthe price at which they may purchase shares
through the underwritergiption to purchase additional shares. If the und&zrs sell more shares th
could be covered by underwriters’ option to purehadditional shares, thereby creating a naked short
position, the position can only be closed out byibg shares in the open market. A naked short
position is more likely to be created if the undetsvs are concerned that there could be downward
pressure on the price of the shares in the opekamnafter pricing that could adversely affect inees
who purchase in the offering.

» Penalty bids permit the representative to retlaiselling concession from a syndicate member when
the common stock originally sold by the syndicatamber is purchased in a stabilizing or syndicate
covering transaction to cover syndicate short oot

» In passive market making, market makers in tiraroon stock who are underwriters or prospective
underwriters may, subject to limitations, make Hatsor purchase shares of our common stock until
the time, if any, at which a stabilizing bid is nead

These activities may have the effect of raisingnaintaining the market price of our common stock or
preventing or retarding a decline in the marketgoof our common stock. As a result of these diiyithe pric
of our common stock may be higher than the prie¢tight otherwise exist in the open market. These
transactions may be effected on the NYSE or ottemand, if commenced, may be discontinued at amg. ti
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Neither we nor any of the underwriters make anyesgntation or prediction as to the direction or
magnitude of any effect that the transactions desdrabove may have on the price of our commorkstac
addition, neither we nor any of the underwriterskenany representation that the representativeeof th
underwriters will engage in these stabilizing tat®ns or that any transaction, once commencdbnatibe
discontinued without notice.

Indemnification. We, the selling stockholders and the undervgiterve agreed to indemnify each other
against certain liabilities, including liabilitiesxder the Securities Act, or to contribute to pagtaghe
underwriters or the selling stockholders may beiiregl to make in respect of such liabilities.

Discretionary Accounts. The underwriters have informed us that they atoexxpect to make sales to
accounts over which they exercise discretionarfiaity in excess of 5% of the shares of our comistook
being offered in this offering.

IPO Pricing. Prior to the completion of this offering, théras been no public market for our common
stock. The initial public offering price has beergntiated between us and the representative. Artianfactors
considered in these negotiations were: the hisifrgnd prospects for, us and the industry in wiiehcompete
our past and present financial performance; arsassent of our management; the present state of our
development; the prospects for our future earnitigsprevailing conditions of the applicable Unittdtes
securities market at the time of this offering;yioes trading prices for our common stock in thi¥gte market
and market valuations of publicly traded compatfies we and the representative believe to be cambpato us

Lock-up Agreements.We have agreed that for a period commencindnerdate of the underwriting
agreement for this offering and ending 180 dayeraftich, we will not, without the prior written c@nt of FBR
Capital Markets & Co., which may be withheld orajedd in FBR Capital Markets & Co.’s sole discretion

«  offer, pledge, sell, contract to sell, sell aption or contract to purchase, purchase any omtion
contract to sell, grant any option, right or watrfm the sale of, lend or otherwise dispose of or
transfer, directly or indirectly, any of our equigcurities or any securities convertible into or
exercisable or exchangeable for our equity seesritr file any registration statement under the
Securities Act with respect to any of the foregoiog

e enter into any swap or other arrangement thatfers to another, in whole or in part, directly o
indirectly, any of the economic consequences oferghmip of any of our equity securities,

whether any such transaction described abovelie s®ettled by delivery of shares of our commonkstwcsuch
other securities, in cash or otherwise. The prmtance will not apply to (i) the issuance of thares of our
common stock to be sold under this offering, (g tegistration and sale of the registrable sh@®sdefined in
the registration rights agreements) in accordarittetive terms of the registration rights agreeme(iits the
issuance and sale of shares of our common stoskipni to a registration statement relating to @ripublic
offering of our common stock, (iv) issuances ofi@ps or grants of restricted stock or other eqbiged awards
under our Director Equity Plan or (v) the issuaatany shares of our common stock issued pursoaaty
dividend reinvestment plan that we may establish.

Each of our directors and our executive officers igreed that for a period beginning on the datkeof
underwriting agreement for this offering and endl®® days after such date, none of them will, withtbe prio
written consent of FBR Capital Markets & Co., whinly be withheld or delayed in FBR Capital Mark&ts
Co.’s sole discretion:

«  offer, pledge, sell, contract to sell, sell aption or contract to purchase, purchase any ogtion
contract to sell, grant any option, right or watrfm the sale of, lend or otherwise dispose of or
transfer, directly or indirectly, any of our equitgcurities or any securities convertible into or
exercisable or exchangeable for our equity seesritr

e enter into any swap or other arrangement thatfers to another, in whole or in part, directly o
indirectly, any of the economic consequences ofeghnip of any of our equity securities, whether
such transaction described above is to be setylelblivery of shares of our common stock or such
other securities, in cash or otherwise.
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Notwithstanding the prior sentence, subject toigpple securities laws and the restrictions coethim oul
charter, our directors and executive officers nmagdfer our securities: (i) as a bona fide gifyifts, provided
that the donees agree to be bound in writing bysétme restrictions described above; (ii) to angttfor the
direct or indirect benefit of the stockholder oe immediate family of the stockholder, providedt tie trustee
of the trust agrees to be bound in writing by thee restrictions described above; (iii) to anymenghip, limite
liability company or other entity for the directiodirect benefit of the stockholder or the immeelitamily of
the stockholder, provided that such partnershipitdid liability company or other entity agrees sobound in
writing by the same restrictions described abowg;as a distribution to stockholders, partnersnembers of th
stockholder, provided that such stockholders, gastor members agree to be bound in writing bysttree
restrictions described above; (v) any transfer ireguunder any benefit plans or our charter; (siyequired by
participants in our Director Equity Plan in orderéimburse or pay U.S. federal income tax andhiiting
obligations in connection with vesting of restritiock grants or other equity awards; (vii) asatetal for any
bona fide loan, provided that the lender agreesgriting to be bound by the same restrictions désdriabove; ¢
(viii) with respect to sales of securities acquinethis offering or after the closing of this afifey in the open
market.

Certain Information and Fees. A prospectus in electronic format may be madslable on the websites
maintained by one or more of the underwriters dingegroup members, if any, participating in thiéeoing. The
representative may allocate a number of shardwtariderwriters and selling group members, if émysale to
their online brokerage account holders. Any sutdtations for online distributions will be made tine
representative on the same basis as other allosatio

Other than the prospectus in electronic formatjf@mation on any underwriter’s or selling group
member’s website and any information containechin@her website maintained by any underwriteredirg
group member is not part of this prospectus orgdigéstration statement of which this prospectumfoa part,
has not been approved or endorsed by us or anywrité in its capacity as underwriter or sellinggp
member and should not be relied upon by investors.

If you purchase shares of common stock offeretlimgrospectus, you may be required to pay staxgsta
and other charges under the laws and practicdseafduntry of purchase, in addition to the offeqmige listed
on the cover page of this prospectus.

Other Relationship. FBR Capital Markets & Co. was the sole initiatghaser and placement agent for the
Original Private Placement and the sole placemgentfor Second Private Placement, for which it peaisl
customary fees. FBR Capital Markets & Co. may mfilture provide us and our affiliates with investrh
banking and financial advisory services for whi@R-Capital Markets & Co. may in the future receive
customary fees. We are party to a repurchasetfagilth an affiliate of Nomura Securities Interraatal, Inc. for
which the affiliate has received and will receivstomary compensation. In addition, an affiliatéNoimura
Securities International, Inc. has acted, and ntayneathe future, as initial purchaser of secusitigsued by our
securitization trusts for which it will receive ¢amary compensation.

Selling Restrictions

Notice to Prospective Investors in the United Kirayd

This prospectus is only being distributed to andhnly directed at persons in the United Kingdont tra
qualified investors within the meaning of Articl€l}e) of the Prospectus Directive that are alsto(investmer
professionals falling within Article 19(5) of therfancial Services and Markets Act 2000 (Financrahftotion)
Order 2005, or the Order, and/or (ii) high net \uattities, and other persons to whom it may lalyfoé
communicated, falling with Article 49(2)(a) to (dj the Order (all such persons together being refeto as
“relevant persons”).

This prospectus and its contents are confidentidisould not be distributed, published or repredugn
whole or in part) or disclosed by recipients to atiyer persons in the United Kingdom. Any persothaUnitec
Kingdom who is not a relevant person should nobacely on this document or any of its contents.
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Each underwriter has represented, warranted amedghnat:

(A) it has only communicated or caused to be commuedcand will only communicate or cause to be
communicated an invitation or inducement to engagevestment activity (within the meaning of
Section 21 of the Financial Services and Markets2®800, as amended, or the FSMA) received by it
in connection with the issue or sale of the Sharesrcumstances in which Section 21(1) of the FS
does not apply to us; and

(B) it has complied and will comply with all applicaleovisions of the FSMA with respect to anything
done by it in relation to the shares of our comrstrek in, from or otherwise involving the United
Kingdom.

Notice to Prospective Investors in Switzerla

This document, as well as any other material meggtio the shares which are the subject of theioffer
contemplated by this prospectus, do not consti#ntissue prospectus pursuant to Article 652a ardid/68 of th
Swiss Code of Obligations. The shares will notisd on the SIX Swiss Exchange and, therefore, the
documents relating to the shares, including, btitingted to, this document, do not claim to complith the
disclosure standards of the listing rules of SIXsSwExchange and corresponding prospectus schemeszex
to the listing rules of the SIX Swiss Exchange. $hares are being offered in Switzerland by wag pfivate
placement, i.e., to a small number of selectedstors only, without any public offer and only tov@stors who
do not purchase the shares with the intentiondiblute them to the public. The investors willibdividually
approached by the issuer from time to time. Thisudeent, as well as any other material relatindhéoshares, is
personal and confidential and do not constituteféer to any other person. This document may oelyised by
those investors to whom it has been handed owdrinextion with the offering described herein ang meither
directly nor indirectly be distributed or made adahble to other persons without express conserfteofssuer. It
may not be used in connection with any other cdfeg shall in particular not be copied and/or distied to the
public in (or from) Switzerland.

Notice to Prospective Investors in the Dubai Intetional Financial Centre

This prospectus relates to an Exempt Offer in atamoee with the Offered Securities Rules of the Duba
Financial Services Authority (‘DFSA”). This prospes is intended for distribution only to personsadf/pe
specified in the Offered Securities Rules of theSBFIt must not be delivered to, or relied on hyy ather
person. The DFSA has no responsibility for revieywm verifying any documents in connection with By
Offers. The DFSA has not approved this prospeabusaken steps to verify the information set fdrérein and
has no responsibility for the prospectus. The shtrevhich this prospectus relates may be illicand/or subjec
to restrictions on their resale. Prospective pusehaof the shares offered should conduct their dwendiligenc
on the shares. If you do not understand the cantithis prospectus you should consult an autedrfimancial
advisor.

Notice to Prospective Investors in Austral

No placement document, prospectus, product disecstatement or other disclosure document as been
lodged with the Australian Securities and Investta&@ommission (“ASIC”), in relation to the offeringhis
prospectus does not constitute a prospectus, prdéigtosure statement or other disclosure documedéer the
Corporations Act 2001 (the “Corporations Act”), asmes not purport to include the information regdifor a
prospectus, product disclosure statement or otlsefodure document under the Corporations Act.

Any offer in Australia of the shares may only bedm#o persons (the “Exempt Investors”) who are
“sophisticated investors” (within the meaning oftsen 708(8) of the Corporations Act), “professibna
investors” (within the meaning of section 708(1jie Corporations Act) or otherwise pursuant te onmore
exemptions contained in section 708 of the CorjpamatAct so that it is lawful to offer the sharegheut
disclosure to investors under Chapter 6D of thepGtions Act.

The shares applied for by Exempt Investors in Alistmust not be offered for sale in Australiahie t
period of 12 months after the date of allotmentasritie offering, except in circumstances whereloésze to
investors under Chapter 6D of the Corporationswiatlld not be required pursuant to an exemption unde
section 708 of the Corporations Act or otherwisavbere the offer is pursuant to a disclosure
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document which complies with Chapter 6D of the @oagions Act. Any person acquiring shares must lese
such Australian on-sale restrictions.

This prospectus contains general information only does not take account of the investment objestiv
financial situation or particular needs of any jgaiftar person. It does not contain any securities
recommendations or financial product advice. Befoeking an investment decision, investors needtsider
whether the information in this prospectus is apgate to their needs, objectives and circumstgrares, if
necessary, seek expert advice on those matters.

Notice to Prospective Investors in Hong Ko

The securities have not been offered or sold afichai be offered or sold in Hong Kong, by meansny
document, other than (a) to “professional investassdefined in the Securities and Futures Ordiag@ap.
571) of Hong Kong and any rules made under thair@artte; or (b) in other circumstances which dorastilt ir
the document being a “prospectus” as defined irChipanies Ordinance (Cap. 32) of Hong Kong or tvkiic
not constitute an offer to the public within theaning of that Ordinance. No advertisement, invitatr
document relating to the securities has been orlmagsued or has been or may be in the possesfsamy
person for the purposes of issue, whether in Hooiggkor elsewhere, which is directed at, or the eatst of
which are likely to be accessed or read by, thdipobHong Kong (except if permitted to do so untiee
securities laws of Hong Kong) other than with respie securities which are or are intended to kpalied of
only to persons outside Hong Kong or only to “pesienal investors” as defined in the Securities untires
Ordinance and any rules made under that Ordinance.

Notice to Prospective Investors in Japi

The securities have not been and will not be reggst under the Financial Instruments and Exchaage L
of Japan (Law No. 25 of 1948, as amended) and rdioggdy, will not be offered or sold, directly andirectly, in
Japan, or for the benefit of any Japanese Perstnathers for re-offering or resale, directly ndirectly, in
Japan or to any Japanese Person, except in comgphéth all applicable laws, regulations and migistl
guidelines promulgated by relevant Japanese gowartahor regulatory authorities in effect at thievant time.
For the purposes of this paragraph, “JapanesePeskall mean any person resident in Japan, inctueny
corporation or other entity organized under theslafvJapan.

Notice to Prospective Investors in Singapc

This prospectus has not been registered as a ptaspeith the Monetary Authority of Singapore.
Accordingly, this prospectus and any other docuroemtaterial in connection with the offer or sale,
invitation for subscription or purchase, of Non-G38curities may not be circulated or distributest, may the
Non-CIS Securities be offered or sold, or be madestligect of an invitation for subscription or pursa
whether directly or indirectly, to persons in Sipgee other than (i) to an institutional investodanSection 274
of the Securities and Futures Act, Chapter 289mf&ore (the “SFA”), (ii) to a relevant person guant to
Section 275(1), or any person pursuant to Secfi@{I2\), and in accordance with the conditions dipetin
Section 275, of the SFA, or (iii) otherwise pursttan and in accordance with the conditions of, ather
applicable provision of the SFA.

Where the Non-CIS Securities are subscribed orased under Section 275 of the SFA by a relevant
person which is:

a. acorporation (which is not an accredited itaeas defined in Section 4A of the SFA)) the sole
business of which is to hold investments and thigeeshare capital of which is owned by one or more
individuals, each of whom is an accredited investor

b. atrust (where the trustee is not an accredtiteestor) whose sole purpose is to hold investmantd
each beneficiary of the trust is an individual wan accredited investor,

securities (as defined in Section 239(1) of the B&#hat corporation or the beneficiaries’ righted interest
(howsoever described) in that trust shall not begferred within six months after that corporatiothat trust
has acquired the Non-CIS Securities pursuant wffan made under Section 275 of the SFA except:

a. to an institutional investor or to a relevaatgon defined in Section 275(2) of the SFA, orrtp a
person arising from an offer referred to in Sec238(1A) or Section 276(4)(i)(B) of the SFA,;
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b. where no consideration is or will be giventtoe transfer;
c. where the transfer is by operation of law;
d. as specified in Section 276(7) of the SFA; or

e. as specified in Regulation 32 of the Secur#ied Futures (Offers of Investments) (Shares and
Debentures) Regulations 2005 of Singapore.
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LEGAL MATTERS

The validity of the common stock and certain oflegal matters will be passed upon for us by Moni&o
Foerster LLP, New York, New York. Certain legal teas$ in connection with this offering will be padagon
for the underwriters by Hunton & Williams LLP. Séyl Austin LLP, Chicago, lllinois has acted as calng the
selling stockholders.

EXPERTS

The balance sheet of Great Ajax Corp. as of Mafgi2814, and the consolidated financial statemeits
Great Ajax Corp. as of September 30, 2014, anthfoperiod from January 30, 2014 through Septerdder
2014, both included in this prospectus, have beenduded in reliance on the reports of Moss AdamB, an
independent registered public accounting firm, giva the authority of said firm as experts in actmg and
auditing.

WHERE YOU CAN FIND MORE INFORMATION

We maintain a website at www.great-ajax.com. Infation contained on, or accessible through our websi
is not incorporated by reference into and doesapstitute a part of this prospectus or any oteport or
documents we file with or furnish to the SEC.

We have filed with the SEC a Registration StatensanfForm St1, of which this prospectus is a part, ur
the Securities Act with respect to the shares ofcommon stock offered pursuant to the prospedtiis.
prospectus does not contain all of the informasienforth in the registration statement and exéiaitd
schedules thereto. For further information withpexs to our company and the shares of our comnoak st
offered pursuant to the prospectus, reference @erntathe registration statement, including thakasdhand
schedules thereto. Statements contained in thigppotus as to the contents of any contract or ohesment
referred to in this prospectus are not necesseoifyplete and, where that contract or other docuimanbeen
filed as an exhibit to the registration statemeath statement in this prospectus is qualifiedlireapects by th
exhibit to which the reference relates. Copiesefregistration statement, including the exhibitd achedules
thereto, may be examined without charge at theipuifierence room of the SEC, 100 F Street, N.E.,
Washington, D.C. 20549. Information about the openeof the public reference room may be obtaingd b
calling the SEC at 1-800-SEC-0300. Copies of all portion of the registration statement can bainbtl from
the public reference room of the SEC upon paymeptescribed fees. Our SEC filings, including our
registration statement, are also available to free, of charge, on the SEC’s website, www.sec.gov.

As a result of this offering, we will become sulhjerthe information and periodic reporting reqoients o
the Exchange Act and will file periodic reports aitler information with the SEC. These periodicorépand
other information will be available for inspectiand copying at the SEC’s public reference facgitad the
website of the SEC referred to above.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Great Ajax Corp

We have audited the accompanying balance sheeteat @jax Corp. (the “Company”) as of March 31, 201
The financial statement is the responsibility & @ompany’s management. Our responsibility is fress an
opinion on the financial statement based on ouitaud

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightrigoa
(United States). Those standards require that s ghd perform the audit to obtain reasonable assarabout
whether the financial statement is free of materimstatement. The Company is not required to hawewere
we engaged to perform, an audit of its internatie@rmver financial reporting. Our audit includednsideration
of internal control over financial reporting asasls for designing audit procedures that are apjatepin the
circumstances, but not for the purpose of exprgssimopinion on the effectiveness of the Compamg&rnal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes éneng, on
a test basis, evidence supporting the amountsianlbsures in the financial statement, assessimgdounting
principles used and significant estimates made agagement, as well as evaluating the overall filgnc
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the balance sheet referred to alppgeents fairly, in all material respects, thaficial position
of Great Ajax Corp. as of March 31, 2014, in confity with accounting principles generally accepiethe
United States of America.

/s/ Moss Adams LLP

Portland, Oregon
September 22, 2014
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GREAT AJAX CORP.
BALANCE SHEET
MARCH 31, 2014
ASSETS
ASSETS
Cash and cash equivalents $1,50(
Total assets $1,50(

COMMITMENTS AND CONTINGENCIES (NOTE 3)

EQUITY

EQUITY
Common Stock $1,50(C
Total Equity $1,50(

The accompanying notes are an integral part obéh@nce shee
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GREAT AJAX CORP.
NOTES TO FINANCIAL STATEMENT

Note 1—Nature of Operations

Great Ajax Corp. (the Company) was formed on Jan@@r 2014 and was capitalized on March 28, 2014
by its sole stockholder, Aspen Yo LLC (Aspen YoheTCompany was formed by Aspen Yo to facilitateteap
raising activities and to operate as a mortgageestate investment trust. As of March 31, 2014,Gompany
had not yet commenced operations, which are depéngen a successful completion of the Company’s
offering. The Company intends to raise capital frqunalified investors under the exemption from regtfon
permitted by Rule 144A of the U.S. Securities ardiange Commission.

Note z—Significant Accounting Policies

Use of estimates—The preparation of financial statements in conforwith accounting principles
generally accepted in the United States of Ameecgires management to make estimates and assushiat
affect the reported amounts of assets and liaslidind disclosure of contingent assets and liigsilét the date
the consolidated financial statements and thoserteh amounts of revenues and expenses duringplogting
period. Estimates and assumptions used in thediabstatements and notes thereto include estinudites
potentially reimbursable expenditures. Actual rssobuld differ from those estimates.

Cash and cash equivalents—Cash and cash equivalents included cash depagitie@ bank, which is
recorded at cost and approximates fair value.

Organizational Expenses—Organizational expenses are expensed as incurrgten they become
reimbursable. Organizational expenses consistedlynafi legal fees.

Offering Costs—Offering costs and underwriting fees and commissio connection with the sale of the
Company'’s shares of common stock are charged dagagtkholders’ equity. Costs associated with the
Company’s proposed public offering of shares of omn stock have been capitalized and deferred tinetil
offering occurs or it appears unlikely the offerinidl occur. If the offering is completed, the dafsd offering
costs will be offset against the proceeds of tlerwfy and charged against stockholders’ equitit.dppears
unlikely that an offering will occur, the deferretfering costs will be expensed in the period irichtithat
determination is made. Deferred offering costs istqsincipally of legal, accounting, printing anther fees
associated with the offering.

Subsequent events—Subsequent events are events or transactionsdbat after the balance sheet date
but before the financial statement is issued. The@any recognizes in the financial statement tfextf of all
subsequent events that provide additional evidabo&t conditions that existed at the date of theroa sheet,
including the estimates inherent in the procegareparing the financial statement.

Note =—Commitments and Contingencie:

Upon the successful completion of the Private Ptene (as defined in Note 4Subsequent Events), Asg
Yo will cause the Company to reimburse it for cuativie expenses and offering costs incurred by AMmeon
the Company'’s behalf. All cumulative costs incurvell be borne by Aspen Yo. Cumulative expenditures
incurred include various legal fees associated thighincorporation of the Company, other legal fedsted to
the Private Placement, and miscellaneous costsding website costs. Total expenditures to potdigtbe
reimbursed were approximately $1.8 million. Addiié costs and expenses may be incurred and become
reimbursable prior to completion of a successftéridg.

Note 4—Subsequent Event:

Private Placement

On July 8, 2014, the Company closed a private ioifeipursuant to which the Company sold 8,213,116
shares of common stock and 453,551 OP Units. Ougtuty 2014, the Company closed the sale of artiaddi
263,570 shares of common stock and 14,555 OP puaitsiant to the exercise of the additional allothogtion
granted to the initial purchaser and placementtadém purchase price per
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share was $15.00. In these offerings, which aermed to collectively as the Private Placementniteproceed:
including the additional allotment option shared &P Units, after deducting the initial purchasetiscount an
placement fee and offering expenses paid, was zippately $128.4 million. The Private Placement weede it
reliance on the exemptions from registration sehftn Section 4(a)(2) of the Securities Act andeRa06 of
Regulation D thereunder and Rule 144A under then&exs Act. Upon the closing of the Private Plaeai) the
Company used $48.8 million of the proceeds to aeqts initial portfolio of mortgage-related ass#tough
acquisition of 82% of the equity interests in latihjax Il. Little Ajax Il LLC was an affiliate enty that acquired
primarily re-performing mortgage loans and a nundfaeron-performing mortgage loans in a series of
transactions between December 1, 2013 and Ju14.2

Management Agreemeni

On July 8, 2014, the Company entered into a 15-y@aragement agreement, or the management
agreement, with Thetis Asset Management LLC, a\Dea limited liability company and the Company’s
Manager (the Manager). Under the management agregethe Manager implements the Company’s business
strategy and manages the Company’s business aestinent activities and day-to-day operations, sife
oversight by the Company’s board of directors. Amother services, the Manager, directly or throAghen
affiliates, provides the Company with a managentegtn and necessary administrative and support meeso
The Company does not currently have any employegsiaes not expect to have any employees in the
foreseeable future. Each of the Company’s execufffieers is an employee or officer, or both, of tilanager
or the Company’s Servicer.

Servicing Agreement

On July 8, 2014, the Company entered into a 15-geasicing agreement, or the servicing agreemeitt, w
Gregory Funding LLC, an Oregon limited liabilityrapany and an indirect subsidiary of the Servicee@@ry).
The Company’s overall servicing costs under theiseig agreement will vary based on the types skts
serviced.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Great Ajax Corp

We have audited the accompanying consolidated balsimeet of Great Ajax Corp. (the “Company”) as of
September 30, 2014, and the related consolidatensénts of income, changes in equity, and casisffor the
period from January 30, 2014 (date of inceptiomtlgh September 30, 2014. These consolidated fimanc
statements are the responsibility of the Compamgaagement. Our responsibility is to express aniapion
these consolidated financial statements based oaualit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightrigoa
(United States). Those standards require that s ghd perform the audit to obtain reasonable assarabout
whether the consolidated financial statementsraedf material misstatement. The Company is reptired to
have, nor were we engaged to perform, an audisafiternal control over financial reporting. Owidét includec
consideration of internal control over financigboeting as a basis for designing audit procedurasare
appropriate in the circumstances, but not for tin@@se of expressing an opinion on the effectiveinéshe
Company’s internal control over financial reportidgcordingly, we express no such opinion. An aatib
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the consdilfihancia
statements, assessing the accounting principlesargksignificant estimates made by managememtethas
evaluating the overall consolidated financial stegat presentation. We believe that our audit presial
reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all matenéapects, the
consolidated financial position of Great Ajax Coap.of September 30, 2014, and the consolidatedtses its
operations and its cash flows for the period framuary 30, 2014 (date of inception) through Septersb,
2014, in conformity with accounting principles gesly accepted in the United States of America.

/s/ Moss Adams LLP

Portland, Oregon
December 29, 2014
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GREAT AJAX CORP.
CONSOLIDATED BALANCE SHEET
September 30, 2014

(Dollars in thousands)

ASSETS
Cash and cash equivalents $ 23,85(
Mortgage loans, net 116,48:
Property held-for-sale 27¢
Rental property, net 124
Cash collections due from servicer 722
Prepaid expenses and other assets 70C
Total Assets $142,15¢

LIABILITIES AND EQUITY

Liabilities:

Loan acquisition payable $ 11,40:
Management fee payable 21¢
Accrued expenses and other liabilities 2,60:

Total Liabilities 14,22¢
Commitments and contingencies—See Note 6

Equity:
Preferred Stock (no par value; 25,000,000 shart®ered, none issued or outstanding) —
Common stock ($.01 par value; 125,000,000 shard®ared, 8,498,558 shares issued and

outstanding) 85
Additional paid-in capital 119,78:
Retained earnings 99¢
Noncontrolling interes 7,072

Total Equity 127,93!

Total Liabilities and Equity $142,15¢

The accompanying notes are an integral part oftinsolidated financial statemer
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GREAT AJAX CORP.
CONSOLIDATED STATEMENT OF INCOME

(Dollars in thousands)

INCOME
Loan interest income
Other income

Total income

EXPENSE

Related party expensenanagement fee
Related party expenséoan servicing fees
Loan transaction expense

Professional fees

Other expense

Total expense

Income before provision for income taxes
Provision for income taxes

Consolidated net income
Less: consolidated net income attributable to thcontrolling interests

Consolidated net income attributable to commonkstoltiers

Basic earnings per common share

Diluted earnings per common share

Weighted average shardsasic
Weighted average sharegiluted

From Inception (January 30,

2014)

through September 30, 2014

$ 2,271
20

2,291

43¢
157
12¢
20C
14z

1,067
1,22¢

1,22¢
22¢
$ 99¢

$ 0.1¢
$ 0.1z

7,762,96:
8,207,70!

The accompanying notes are an integral part oftinsolidated financial statemer
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GREAT AJAX CORP.
CONSOLIDATED STATEMENT OF CASH FLOWS

From Inception (January 30,

2014)
(Dollars in thousands) through September 30, 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated net income $ 1,22¢
Adjustments to reconcile net income to net casimfoperating activities
Stock-based management fee and compensation expense 26C
Net change in operating assets and liabilities
Accrued interest receivable and other assets (1,422)
Accrued expenses and other liabilities 2,82
Net cash from operating activities 2,88¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of mortgage loans (105,74+)
Net change in mortgage loans 663
Purchase of property held for sale (27€)
Purchase of rental property (124)
Net cash from investing activities (105,487)
CASH FLOWS FROM FINANCING ACTIVITIES
Sale of corporate equity securities, net of offgriosts 119,60!
Sale of operating units of subsidiary 7,022
Distribution to non-controlling interest a7e)
Net cash from financing activities 126,44¢
NET CHANGE IN CASH AND CASH EQUIVALENTS 23,85(
CASH AND CASH EQUIVALENTS, beginning of period —
CASH AND CASH EQUIVALENTS, end of period $ 23,85(
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest $ —
Cash paid for income taxes $ =
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND
FINANCING ACTIVITIES
Transfer of loans to rental property or propertidifer-sale $ =
Exchange of membership interest in Little Ajaxdt fnortgage loans $ 48,28(
Loan acquisition payable $ 11,40:

The accompanying notes are an integral part ofdimsolidated financial statemer
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GREAT AJAX CORP.
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Dollars in thousands From Inception (January 30, 2014) through SeptembeB0, 2014
Common Additional Retainec  Stockholders’ Noncontrolling
Paid-In- Total
Stock Capital Earnings Equity Interest Equity

Initial capitalization $ 2 $ 2 $ 2
Consolidation of majority-owned

subsidiary 10,59¢ 10,59¢
Issuance of shares $85 119,52( 119,60! 119,60!
Issuance of operating partnership

units 7,022 7,022
Net income = $99¢ 99¢€ 22¢ 1,22¢
Stockbased management fee ¢

compensation expense 21¢ 21¢ 21¢
Stock-based compensation

expense 41 41 41
Dissolution of majority-owned

subsidiary (10,59¢) (10,59¢)
Distribution to non-controlling

interest (7€) (A7€)

$119,78: $99¢€ $120,86! $ 7,072  $127,93¢

[00]
a1

The accompanying notes are an integral part ofdimsolidated financial statemer
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GREAT AJAX CORP.
Notes to Consolidated Financial Statements
September 30, 2014

Note 1—Organization and basis of presentatior

Great Ajax Corp., a Maryland corporation (the “Canp’), is an externally managed real estate company
formed on January 30, 2014 and capitalized on Mag&2014 by its then sole stockholder, Aspen Y&LL
(“Aspen Y0"), a company affiliated with Aspen CaitThe Company was formed by Aspen Yo to facéitat
capital raising activities and to operate as a gawe real estate investment trust. The Companyséscprimaril
on acquiring, investing in and managing a portfolige-performing and noperforming mortgage loans secu
by single-family residences and, to a lesser exsingle-family properties. Re-performing loans la@ns on
which at least four of the most recent seven cangacpayments, or the full dollar amounts therdafye been
made in the last seven months. Non-performing leaaeghose loans on which no payments have beea mad
the last seven months. The Company also investais secured by smaller multi-family residentiad a
commercial mixed use retail/residential propertéssyell as in the properties directly. The Companyanager
is Thetis Asset Management LLC (the “Manage&’;ompany affiliated with Aspen Capital. The Compawns
19.8% of the Manager. Our mortgage loans and meglguties are serviced by Gregory Funding LLC (‘§ang”
or “Servicer”), a company affiliated with Aspen Gap The Company expects to qualify and will elexbe
taxed as a real estate investment trust, or REl@euthe Internal Revenue Code of 1986, as ameftided
“Code™"), for the year ended December 31, 2014.

The Company conducts substantially all of its bessinthrough its operating partnership, Great Ajax
Operating Partnership L.P., a Delaware limitedrpasghip, and its subsidiaries. The Company, thraugimolly
owned subsidiary, is the sole general partner@biterating partnership. GA-TRS LLC, or Thetis TRS3
wholly owned subsidiary of the operating partngrshiat owns the equity interest in the Manager. Chmpany
elected to treat Thetis TRS as a “taxable REIT igidny” (“TRS”) under the Code. In September 20thé
Company formed Great Ajax Funding LLC, a wholly @sirsubsidiary of the operating partnership, tcaadhe
depositor of mortgage loans into securitizatiostsiand to hold the subordinated securities isbyeslich trusts
The Company may securitize its mortgage loans etadr subordinated securities from the securitizesti In
addition, the Company holds real estate owned (Rie@Qlired upon the foreclosure or other settlernéits
owned non-performing loans.

The Company commenced its operations followingctirapletion of its initial private offering in JuB014
On July 8, 2014, the Company closed a private ioifeipursuant to which the Company sold 8,213, 18es o
common stock and 453,551 Class A Units of the dpergartnership (the “OP Units”, which are redeblaan
a 1-for-1 basis into shares of our common stock) AQgust 1, 2014, the Company closed the sale of an
additional 263,570 shares of common stock and H4CH5 Units pursuant to the exercise of the addition
allotment option granted to the initial purchased @lacement agent. The purchase price per shdrpearOP
Unit was $15.00. In these offerings, which aremeif@ to collectively as the Original Private Plaeet) the net
proceeds, including from the additional allotmeptiean shares and OP Units, after deducting thalnit
purchaser’s discount and placement fee and estihaditering expenses payable, was approximately $128
million. The Original Private Placement was madeeifance on the exemptions from registration sehfin
Section 4(a)(2) of the Securities Act of 1933, meaded (the “Securities Act”), and Rule 506 of Ratjon D
thereunder and Rule 144A under the Securities Act.

Upon the closing of the Original Private Placem#m, Company used $48.8 million of the proceeds to
acquire its initial mortgage portfolio through thequisition of 82% of the equity interests in lattjax Il, LLC.
Little Ajax Il was an affiliated entity that acqeul primarily re-performing mortgage loans and a bernof non-
performing mortgage loans in a series of transastietween December 1, 2013 and July 7, 2014. In
September 2014, the Company completed a transaoti@eguire the remaining interests in this initredrtgage-
related asset portfolio. The transaction initi&fd Little Ajax Il redeem the 82% membership inséi the
operating partnership by distributing to the ogarapartnership 82% of all Little Ajax Il loans, paipation
interests and real property. The operating partigtsen purchased for cash the remaining 18%esten such
real estate assets for an aggregate purchaseopap@roximately $11.4 million. The operating parship also
purchased from Gregory its 5% interest in the 4®isin which Little Ajax Il held a 95% participatianterest
for approximately $0.2 million.
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GREAT AJAX CORP.
Notes to Consolidated Financial Statements
September 30, 2014Continued)

Basis of presentation and use of estimat;

The accompanying unaudited interim consolidatedrfamal statements have been prepared in accordance
with accounting principles generally accepted i thnited States (“U.S. GAAP”), as contained wittiie
Accounting Standards Codification (“ASC”) of thenkihcial Accounting Standards Board (“FASB”) and the
rules and regulations of the Securities and Exce&@gmmission (“SEC”).

All controlled subsidiaries are included in the solidated financial statements and all intercompany
accounts and transactions have been eliminateshisotidation. The Company also consolidates theatipg
partnership, a majority owned partnership thatahaen-controlling ownership interest that is in@ddn non-
controlling interests on the balance sheet. Asegft@nber 30, 2014, the Company owned 94.8% of the
outstanding OP Units and the remaining 5.2% ofQReUnits were owned by an unaffiliated holder.

The Company’s 19.8% investment in the Manageréswaated for on the equity method because it
exercises significant influence on the operatidnth® Manager through common officers and directbhere is
no traded or quoted price for the interests inMlamager since it is privately held.

The preparation of consolidated financial statesé@ntonformity with U.S. GAAP requires the Company
to make estimates and assumptions that affecefiarted amounts of assets and liabilities and aksce of
contingent assets and liabilities as of the dath@tonsolidated financial statements and thertep@amounts «
revenues and expenses during the reporting pefiteisCompany considers significant estimates tidec
expected cash flows from mortgage loans and fairevdeterminations. Actual results could differ eratlly
from those estimates.

The unaudited interim consolidated financial staeta contain all adjustments necessary for a fair
presentation of our financial position, resultopérations and cash flows for the interim peridge Thterim
results are not necessarily indicative of resudtsaffull year.

Note z—Summary of Significant Accounting Policies

Cash and cash equivalent

Highly liquid investments with an original maturitf three months or less when purchased are coeside
cash equivalents. The Company maintains cash atdezpiivalents at high quality banking institutio@ertain
account balances exceed FDIC insurance coveragasmdresult, there is a concentration of crésktrelated
to amounts on deposit in excess of FDIC insurangerage.

Organizational expense:

Organizational expenses are expensed as incurrgesr they become reimbursable. Organizational
expenses consisted mainly of legal fees.

Offering costs

Offering costs and underwriting fees and commissiarconnection with the sale of the Company’s ehar
of common stock are charged against stockholdetstye Costs associated with the Companytoposed publi
offering of shares of common stock have been dig@thand deferred, and are reflected as a redugtio
additional paid-in capital. If it appears unlikehat an offering will occur, the deferred offeriogsts will be
expensed in the period in which that determinaisamade. Deferred offering costs consist principafllegal,
accounting, printing and other fees associated thighoffering.

Earnings per share

Basic earnings per share is computed by dividingno®me attributable to common stockholders by the
weighted average common stock outstanding duriagpétiod our operations commenced. The Companistrea
unvested restricted shares issued under its slaaedlcompensation plan, which are
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entitled to dividends, as participating securitiesl applies the twolass method in calculating basic earnings
share. Diluted earnings per share is computed\bglidg net income by the weighted average commockst
outstanding for the period plus other potentiallytéve securities such as stock grants, sharesabald be
issued in the event that OP Units are redeemeshfanres of common stock of the Company, sharesdseue
respect of the base fee payable to the Managediestiors’ fees.

Stock-based payments

The management agreement provides for the paymdhé tManager of a management fee. We pay half of
the management fee in cash, and half of the manageiee in shares of our common stock, which aneeid to
the Manager in a private placement and are restrigcurities under the Securities Act. Sharegisguthe
Manager are valued based on the higher of the reoshtly reported book value or market value of@mmmor
stock. Management fees paid in common stock areresqa in the quarter incurred and recorded in gatit
quarter end.

Pursuant to our 2014 Director Equity Plan, we makenstock-based awards. At the closing of the @aigi
Private Placement, we issued to each of our indigo@rdirectors restricted stock awards of 2,000eshaf our
common stock, which are subject to a one-yearnggteriod. In addition, each of the Company’s iretefent
directors receives an annual retaine$60,000, payable quarterly, half of which is paidhares of our commu
stock on the same basis as the stock portion ahtieagement fee payable to the Manager, and hedfsh.
Stock-based expense for the directors’ annualnetas expensed as earned, in equal quarterly aisiduning
the year, and recorded in equity at quarter end.

Directors’ fees

The expense related to directors’ fees are acanddhares are reflected in stockholders’ equitién
period in which they are earned.

Management fee and expense reimburseme

The Manager’s primary business is asset manageioretiie Company. In its role as the Manager, the
Manager incurs indirect costs (e.g., travel, dligelice costs and overhead) related to managinGdnepany’s
business, which are contractually reimbursableneyGompany. The Manager allocates indirect codis s
incurred by either individually identifying a caditectly attributable to the Company or by estimgtihe portiol
of costs incurred for our benefit.

Under the investment management agreement with#reager, we pay a quarterly base management fee
based on our stockholders’ equity and a quartedgritive management fee based on our cash digbriisub
our stockholders. Manager fees are expensed iquier incurred and the portion payable in stedkéluded
in stockholders’ equity at quarter-end. See NoteRelated party transactions.

Fair value of financial instruments

Fair value is defined as the price that would leeired to sell an asset or paid to transfer alifgln an
orderly transaction between market participants@measurement date. A fair value hierarchy haa be
established which requires an entity to maximizeubke of observable inputs and minimize the use of
unobservable inputs when measuring fair value.sthaedard describes three levels of inputs thatbeaysed to
measure fair value:

* Level — Quoted prices in active markets for identical assetiabilities.

» Level 2—Observable inputs other than Level 1 prices, sgafuated prices for similar assets and
liabilities; quoted prices in markets that are active; or other inputs that are observable ortean
corroborated by observable market data for subathnthe full term of the assets or liabilities.
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» Level 3—Unobservable inputs that are supported by littla@market activity and that are significi
to the fair value of the assets or liabilities.

The degree of judgment utilized in measuring faiue generally correlates to the level of pricing
observability. Assets and liabilities with readilyailable active quoted prices or for which faitueacan be
measured from actively quoted prices generally nélve a higher degree of pricing observability anesser
degree of judgment utilized in measuring fair valdenversely, assets and liabilities rarely tradedot quoted
will generally have little or no pricing observatyiland a higher degree of judgment utilized in g fair
value. Pricing observability is impacted by a numtfefactors, including the type of asset or lidgpjlwhether it
is new to the market and not yet established, bedaharacteristics specific to the transaction.

Property held-for-sale is measured at cost at aitopni and subsequently measured at the lower sifao
fair value less cost to sell on a nonrecurringasie fair value of property held-for-sale is gatlg based on
estimated market prices from an independently pegbappraisal, an independent broker price opiraon,
management’s judgment as to the selling priceroflar properties.

Income taxes

The Company intends to elect REIT status uponilimg fof its 2014 income tax return, and has conedc
its operations in order to satisfy and maintaigibllity for REIT status. Accordingly, the Compadges not
believe it will be subject to federal income taxgimming in the year ended December 31, 2014 opdingon of
our REIT taxable income that is distributed to stackholders as long as certain asset, incomelaaré s
ownership tests are met. If after electing to bedeas a REIT, the Company subsequently fails &ifguas a
REIT in any taxable year, it generally will not permitted to qualify for treatment as a REIT foddeal income
tax purposes for the four taxable years followimg year during which qualification is lost. The Gmamy may
also be subject to state or local income or freselaxes.

Thetis TRS, and any other TRS that we form, wilshject to federal and state income taxes. The
Company expects to apply for a private letter gifirom the Internal Revenue Service that wouldvaliloto
exclude its proportionate share of gross incommfilee Manager if it held its interest in the Managjeectly. If
the Company receives such a ruling, it expectsithetl hold its interest in the Manager directipstead of
through Thetis TRS; however, there is no assurtdratesuch a ruling will be issued. Income taxespaorided
for using the asset and liability method. Defeti@dassets and liabilities are recognized for theré tax
consequences attributable to differences betwesendtrying amounts of existing assets and liagfiind their
respective tax bases. Deferred tax assets antitiezbare measured using enacted rates expecegapty to
taxable income in the years in which management@sphose temporary differences to be recoversdttied.
The effect on deferred taxes of a change in taesratrecognized in income in the period in whial ¢hange
occurs. Subject to our judgment, we reduce a dadeax asset by a valuation allowance if it is “entikely than
not” that some or all of the deferred tax assettmat be realized. Tax laws are complex and sultedtfferent
interpretations by the taxpayer and respective gomeental taxing authorities. Significant judgmentequired i
evaluating tax positions, and we recognize tax fisnanly if it is more likely than not that a t@osition will be
sustained upon examination by the appropriate gaauthority.

The Company evaluates tax positions taken in itsaclidated financial statements under the inteapicet
for accounting for uncertainty in income taxes.au®sult of this evaluation, the Company may reizega tax
benefit from an uncertain tax position only ifst‘more-likely-than-not'that the tax position will be sustained
examination by taxing authorities.

The Company’s tax returns remain subject to exatisinand consequently, the taxability of the
distributions and other tax positions taken by@oenpany may be subject to change.

Mortgage loans

Purchased mortgage loans are initially recordeétdeapurchase price at the time of acquisition aed a
considered asset acquisitions. As part of the aétation of the purchase price for mortgage lo#mes,
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Company uses a discounted cash flow valuation ntodelbdel expected cash flows, and which considers
alternate loan resolution probabilities, includmgdification, liquidation or conversion to realast owned.
Observable inputs to the model include currenté@gterates, loan amounts, status of payments anmbpy
types. Unobservable inputs to the model includeatist rates, forecast of future home prices, atierfoan
resolution probabilities, resolution timelines, tr@ue of underlying properties and other econcanid
demographic data.

Generally, the Company acquires loans at a discasstciated with some degree of credit impairnigm.
Company elects to aggregate certain pools of leatiiscommon risk characteristics and accrue intéresme
thereon at a composite interest rate, based orctatimns of cash flows to be collected for the p&oipectation
of pool cash flow are reviewed quarterly. Adjustiseio a pool’s prospective composite interest oatan
allowance for impairment are made to the extensezlexpectations differ from original estimates.

For loans that do not qualify for pool aggregati@atment, including performing loans that are not
purchased at discounts resulting from credit-rell&sues, interest is recognized using the sinmpérest metho
on daily balances of the principal amount outstaggdadjusted for the amortization or accretiorhef lban
premium or discount over the contractual life &f tban.

Accrual of interest on individual loans is discowiied when management believes that, after consgleri
economic and business conditions and collectioorisffthe borrowes financial condition is such that collect
of interest is doubtful. Our policy is to stop adog interest when a loan’s delinquency exceedda8G. All
interest accrued but not collected for loans thatpaced on non-accrual status or subsequenthgetaoff are
reversed against interest income. Income is sulesgiguecognized on the cash basis until, in mameage’s
judgment, the borrow’s ability to make periodic principal and intereayments returns and future payment:
reasonably assured, in which case the loan isneduo accrual status.

An individual loan is considered to be impaired whigased on current events and conditions, itabaisle
the Company will be unable to collect all amounie ¢both principal and interest) according to tbetactual
terms of the loan agreement. Impaired loans argedsat the present value of expected future castsf
discounted at the loan’s effective interest rdie,lbans market price, or the fair value of the collatéf#he loar
is collateral dependent.

For individual loans, a troubled debt restructuiim@ formal restructuring of a loan where, formmmic or
legal reasons related to the borrower’s finandféicdlties, a concession that would not otherwligeconsidered
is granted to the borrower. The concession mayréeted in various forms, including providing a belmarket
interest rate, a reduction in the loan balancecorueed interest, an extension of the maturity date,
combination of these. An individual loan that hasl la troubled debt restructuring is considerecetontpaired
and is subject to the relevant accounting for imgzhloans.

The allowance for loan losses is established thr@ugrovision for loan losses charged to expernges.
allowance is an amount that management believédevihdequate to absorb probable losses on existmg
that may become uncollectible, based on evaluatibiise collectability of loans.

Purchased non-performing loans that are accounteakfindividual loans are recorded at fair valieich
is generally the purchase price. Interest incommedegnized on a cash basis and loan purchaseudisiso
accreted to income in proportion to the actualgpial paid. Loans are tested quarterly for impaintresnd
impairment reserves are recorded to the exterfathenarket value of the underlying collateral $alelow net
book value.

Residential properties

Property is recorded at cost if purchased, oriavédue of the asset less estimated selling dbststained
through foreclosure by us. Properties acquiredudfindoreclosure are generally held as long-ternestments,
but may eventually be held-for-sale. Property thaurrently unoccupied and actively
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marketed for sale is classified as held-for-sateperty held-for-sale is carried at the lower o$toor fair market
value. Net unrealized losses are recognized thraugdiuation allowance by charges to income.

No depreciation or amortization expense is recaghtm properties held-for-sale, while holding cests
expensed as incurred. Rental property is propatyeld-for-sale. Rental properties are intendekettield as
long-term investments but may eventually be hetestde. Depreciation is provided for using theigtline
method over the estimated useful lives of the assethree to 27.5 years.

With respect to residential rental properties reltiHfor-sale, we perform an impairment analysisigsi
estimated cash flows if events or changes in cistantes indicate that the carrying value may beairagd, sucl
as prolonged vacancy, identification of materialfiverse legal or environmental factors, changespected
ownership period or a decline in market value tamamount less than cost. This analysis is perforatdde
property level. These cash flows are estimateddase number of assumptions that are subjectanagsic
and market uncertainties including, among othemahd for rental properties, competition for custm
changes in market rental rates, costs to operatepraperty and expected ownership periods.

If the carrying amount of a held-for-investmenteaexceeds the sum of its undiscounted future tipgra
and residual cash flows, an impairment loss isrd=xb for the difference between estimated fair eafithe
asset and the carrying amount. We generally esithatfair value of assets held for use by usingédarprice
opinions (“BPOs”). In some instances, appraisaimiation may be available and is used in addittoBROs.

We perform property renovations to maximize theugadf the property for our rental strategy. Such
expenditures are part of our initial investmenaiproperty and, therefore, are capitalized asqfdte basis of
the property. Subsequently, the residential prgpercluding any renovations that improve or extéma life of
the asset, are accounted for at cost. The cost isadépreciated using the straight-line method eneestimated
useful life of three to 27.5 years. Interest arftbotarrying costs incurred during the renovatieriqa are
capitalized until the property is ready for itsentled use. Expenditures for ordinary maintenandeepairs are
charged to expense as incurred.

Segment information

Our primary business is acquiring, investing in amehaging a portfolio of mortgage loans. We operate
single segment focused on non-performing mortgagdsre-performing mortgages.

Emerging growth company

Section 107 of the JOBS Act provides that an emgrgrowth company can take advantage of the extt
transition period provided in Section 7(a)(2)(B)tloé Securities Act for complying with new or reads
accounting standards. In other words, an emergiogth company can delay the adoption of certaimanting
standards until those standards would otherwistydpprivate companies. The Company has electeaki®
advantage of the benefits of this extended tramsjteriod. Its consolidated financial statementgy,rtteerefore,
not be comparable to those of companies that comiphysuch new or revised accounting standards.

Recently issued accounting standard

In January 2014, the Financial Accounting Stand8atsrd (“FASB”) issued Accounting Standards Update
(“ASU”) 2014-04, Troubled Debt Restructurings bye@itors. It provides that if a repossession ordimsure
has occurred, and a creditor is considered to henaived physical possession of residential re¢ateproperty
collateralizing a consumer mortgage loan, uporeeifh) the creditor obtaining legal title to theidential real
estate property upon completion of a foreclosur@pthe borrower conveying all interest in theidestial real
estate property to the creditor to satisfy thahld@ough completion of a deed in lieu of foreclesar through a
similar legal agreement. Additionally, the amendtrrequires
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disclosure of both (1) the amount of forecloseddettial real estate property held by the creditmd (2) the
recorded investment in mortgage loans collaterdlmeresidential real estate property that ar&ééngrocess of
foreclosure. The amended guidance may be appliad egher a prospective transition method or a ifrexti
retrospective transition method and is effectivefiical years, and interim periods within thosange beginning
after December 15, 2014, with early adoption peeditThe Company does not expect this amendmératuve ¢
significant effect on our financial position or uits of operations.

In May 2014, the FASB issued ASU 2014-09 Revenamf€ontracts with Customers. ASU 2014-09 is a
comprehensive new revenue recognition model rewgiai company to recognize revenue to depict tmsfea
of goods or services to a customer at an amoulectefg the consideration it expects to receivexohange for
those goods or services. ASU 2009may be applied using either a full retrospectiva modified retrospecti
approach and is effective for fiscal years, andrint periods within those years, beginning aftec&msber 15,
2016, and early adoption is not permitted. The Camyfs evaluating the impact of this amendment®n i
financial position and results of operations.

Note =—Mortgage loans

From inception through September 30, 2014, the Goypggregated a portfolio consisting primarily of
747 mortgage loans secured by single and one-toffaily residences with an aggregate unpaid ppadci
balance (“UPB”) of$157.8 million. The Company acquired the loan§5rransactions from different sellers at
an aggregate purchase price$dfl7.8 million. Re-performing loans represented@ million UPB and $111.0
million purchase price and ngrerforming loans represented $11.1 million UPB &6@ million purchase pric

Under ASC 310-30, acquired loans may be aggregatddiccounted for as a pool of loans if the loans
being aggregated have some degree of credit quitgrioration since origination and have commesh ri
characteristics. A pool is accounted for as a siagket with a single composite interest rate arajgregate
expectation of cash flows. The re-performing residé mortgage loans were determined to have conmiskn
characteristics and have been accounted for agyke d0an pool. Similarly, non-performing residahtinortgage
loans were determined to have common risk chaiatitsrand have been accounted for as a single non-
performing pool. Under ASC 310-30, the Companyneates cash flows expected to be collected, adjdsted
expected prepayments and defaults expected tacheén over the life of the loan pool. The Company
determines the excess of the loan pool’s contréigtrequired principal and interest payments over éxpected
cash flows as an amount that should not be accréteshonaccretable yield. The difference betwegreeted
cash flows and the present value of the expectsl ftaws is referred to as the accretable yieldctvinepresen
the amount that is expected to be recorded agsitércome over the remaining life of the loan p&alr the
period ended September 30, 2014, the Company rezeahno provision for loan loss and no adjustménmtse
amount of the accretable yield. For the period driSleptember 30, 2014, the Company accreted $218@mi
into interest income with respect to its loan paitf. As of September 30, 2014, these loans haBB bf
$157.7 million and a carrying value of $116.5 roifli

The following tables present information regardihg estimates of the contractually required paymant
the cash flows expected to be collected as of #ite of the acquisition and changes in the balahteeo
accretable yield ($ in thousands):

Re- Non-
performing performing
loans loans
Contractually required principal and inter $ 266,01¢ $ 21,62(
Non-accretable yiel: (117,317) (12,27¢)
Expected cash flows to be collec! 148,69¢ 9,341
Accretable yielc (37,62%) (2,651)
Fair value at date of acquisition $ 111,07- $ 6,69(
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Accretable yield

Re- Non-
performing performing
loans loans
September 30, 2014
Balance at beginning of period $ — $ —
Accretable yield additions 37,62t 2,651
Accretion (2,18¢) (85)
Balance at end of period $35,43¢ $2,56¢

During the period ended September 30, 2014, wegrézed $0.1 million for due diligence costs related
these and other transactions in both general amihigtrative expense and related party general and
administrative expense.

The following table sets forth the carrying valdfeoar mortgage loans, and related UPB by delinquenc
status as of September 30, 2014 ($ in thousands):

Number Unpaid
Carrying principal
of loans value balance
September 30, 2014
Current 14¢  $ 22,688 $ 27,91(
30 252 42,57¢ 58,26¢
60 70 8,90 12,28¢
90 252 38,03t 52,79:
Foreclosure 27 4,287 6,41(
Mortgage loans 741 $116,48: $157,66°

The Company’s mortgage loans are secured by resibed\s such, the Company believes that the coedility
indicators for each of its mortgage loans are itheltness of payments and the value of the undeglyeal
estate. The Company categorizes mortgage loanggeetforming” and as “non-performing.” The Company
monitors the credit quality of the mortgage loamgs portfolio on an ongoing basis, principally dgnsidering
loan payment activity or delinquency status. Inithoid, the Company assesses the expected cash fllomshe
mortgage loans, the fair value of the underlyintigteral and other factors, and evaluates whethdwéhen it
becomes probable that all amounts contractuallwdli@ot be collected.

Note 4—Real estate assets, n

Real estate held for us:

As of September 30, 2014, we had two REO propehedd for use. Both of these properties had been
rented.

Real estate held for sali

As of September 30, 2014, we classified three REPgrties having an aggregate carrying value & $0.
million as real estate held for sale as they donmex¢t our residential rental property investmeitéca.

Dispositions

During the period ended September 30, 2014, wadlidlispose of any residential properties.
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Note E—Fair value of financial instruments

The following table sets forth the fair value afdncial assets and liabilities by level within fag value
hierarchy as of September 30, 2014 ($ in thousands)

Level 1 Level 2 Level 3
Observable
inputs

Quoted other

prices in than Level  Unobservable

active 1

markets prices inputs
September 30, 2014
Recurring basis (assets)
Mortgage loans — — $116,48:
Nonrecurring basis (asse
Real estate assets held for sale — $27¢ —

We have not transferred any assets from one levahother level during the period ended September 3
2014.

The carrying values of our cash and cash equivsleslated party receivables, accounts payable and
accrued liabilities, related party payables ané#tment in the Manager are equal to or approxifaatealue.
The fair value of mortgage loans is estimated usingasset manager’s proprietary pricing model. feirevalue
of transfers of mortgage loans to real estate ovismedtimated using BPOs. The fair value of mortglagns is
estimated using the present value of the futulienagtd principal and interest payments of the ledth the
discount rate used in the present value calculagpresenting the estimated effective yield ofltiza.

At September 30, 2014, the fair value of our magegknans approximated our cost, as we commenced our
operations and completed all acquisitions duriggbarter. The significant unobservable inputs use¢le fair
value measurement of our mortgage loans are the aarthose used to calculate acquisition pricéydiirog
discount rates and loan resolution timelines. Siiggmit changes to any of these inputs in isolatioald result in
a significant change to the fair value measurenfeiecline in the discount rate in isolation woirdrease the
fair value. An increase in the loan resolution fimein isolation would decrease the fair valuee Tbllowing
table sets forth quantitative information aboutshgificant unobservable inputs used to measwréain value
of our mortgage loans as of September 30, 2014:

Input Range of Value
Equity discount rateRPLs 8% — 14%
Equity discount rateNPLs 10% — 18%
Cost of debt 4.25%
Loan resolution timelinesRPLs (in years) 4-7
Loan resolution timelinesNPLs (in years) 1.4-4

Note E—Commitments and contingencie!

The Company regularly enters into agreements taieeqdditional mortgage loans and mortgage-related
assets, subject to continuing diligence on sucktassd other customary closing conditions. Tharebe no
assurance that the Company will acquire any asfathe mortgage loans identified in any acquisitmneement
as of the date of these financial statements, tasgbssible that the terms of such acquisitioay ©hange.

The purchasers of the Company’s common stock iptivate placement are entitled to the benefits of
registration rights agreements between us and F&#tt& Markets & Co. Under the registration rights
agreement, the Company has filed a shelf registratiatement registering for resale the registraidees
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(as defined in the registration rights agreemelug pny additional common stock issued in resgeatnf
whether by stock dividend, stock distribution, &tsplit, or otherwise, owned by such purchaserse(fs
registration statement”). The Company is obligatedse commercially reasonable efforts to caussliet
registration statement to be declared effectivéhkySEC as soon as practicable after filing (butdrevent later
than the date that is 180 days after the initiaddiof the shelf registration statement); providiat if the
Company has filed a registration statement foméral public offering and the Company is using coercially
reasonable efforts to complete such initial pubffering, the obligation to cause the shelf registn statement
to be declared effective may be deferred untilad#n day following completion of our initial publaffering,
subject to certain conditions. If the shelf regitm statement has not been declared effectivhdoBEC, and
such registrable shares have not been listedddimty on a national securities exchange, as retjbiye¢he
registration rights agreements, the Company willdgpiired to hold a special meeting of its stocdbadd (the
“Special Election Meeting”) in accordance withlitgaws to give the holders of the shares sold énRtivate
Placement (other than shares beneficially helchbyManager, the Servicer, Aspen Yo or any of orgadors or
officers) the opportunity to consider and vote upooposals to remove each of the Company’s therirggr
directors; and to elect such number of directorthese are then vacancies on our board of direétackiding
any vacancies created by the removal of any direltd is approved at such meeting).

Litigation, claims and assessment

From time to time, we may be involved in variouaitis and legal actions arising in the ordinary setof
business. As of September 30, 2014, we were nattg fo, and our properties were not subject ty,@nding
or threatened legal proceedings that individuatlindhe aggregate, are expected to have a maieniact on
our financial condition, results of operations asla flows.

Note *—Related party transactions

Our Consolidated Statement of Income included ¢tleviring significant related party transactionsr{$

thousands):

Period ended

September 3C

Consolidated Statement o
2014 Counterparty Income location
Management fee $ 43¢ Thetis Related party expensenanagement fee
Loan servicing fees 157 Gregory  Related party expensdoan servicing fees
Legal feed!) 54 Gregory  Professional fees
Due diligence and related loan
acquisition costs 12 Aspen Yo Loan transaction expense

Expense reimbursements 5 Thetis Professional fees

(1) Costs advanced by Aspen Yo on behalf of the Company to its commencement of operatio

Management Agreemeni

On July 8, 2014, the Company entered into a 15-y@aragement agreement, or the management
agreement, with the Manager. Under the managengee¢ment, the Manager implements the Company’s
business strategy and manages the Company’s bsigsindsnvestment activities and day-to-day opematio
subject to oversight by the Compasiypoard of directors. Among other services, the &gan, directly or throug
Aspen affiliates provides the Company with a manag@ team and necessary administrative and support
personnel. The Company does not currently haveearployees and does not expect to have any emplayees
the foreseeable future. Each of the Company’s execafficers is an employee or officer, or bothtloe
Manager or the Company’s Servicer.
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Under the management agreement, the Company p#ys bh@se management fee and an incentive fee to
the Manager.

The Base Management Fee equals 1.5% of our statddsdlequity per annum and calculated and payable
quarterly in arrears. For purposes of calculatimgrhanagement fee, our stockholdexgiity means: (a) the st
of (i) the net proceeds from any issuances of comstaek or other equity securities issued by us or ou
operating partnership (without double countingksimception (allocated on a pro rata daily basistich
issuances during the fiscal quarter of any suakaisse), and (ii) our and our operating partnershigithout
double counting) retained earnings calculated @oettance with accounting principles generally atagn the
United States, or GAAP, at the end of the mostntdzeompleted fiscal quarter (without taking iocount an'
non-cash equity compensation expense incurredriemuor prior periods), less (A) any amount thatav our
operating partnership pays to repurchase sharasnafion stock or OP Units since inception, (B) ansealizec
gains and losses and other non-cash items thataffacted consolidated stockholders’ equity as rrgglin our
financial statements prepared in accordance witthBAand (C) one-time events pursuant to changENAP,
and certain non-cash items not otherwise descabegle, in each case after discussions between dnadér
and our independent directors and approval by anitapf our independent directors. As a result, ou
stockholders’ equity, for purposes of calculatihg tnanagement fee, could be greater or less tleaamtiount of
stockholders’ equity shown on our financial statatae50% of the base management fee is payablanes of
our common stock so long as the ownership of sdditianal number of shares by the Manager would not
violate the 9.8% stock ownership limit set forthour charter, and the balance is payable in cash.cémmon
stock will be valued at the higher of the most relyereported book value or market value when deieing the
number of shares. The Manager has agreed to hgldhames of common stock received by it as paymwithte
base management fee for at least three years fremidte such shares of common stock are receiviéd by

The Manager is also entitled to an incentive mamesge fee that is payable quarterly in arrears shéa ar
amount equal to one-fourth of 20% of the dollar amidoy which (i) the sum ofA) the aggregate cash
dividends, if any, declared out of the REIT taxableome of the Company by the CompanBoard of Director
payable to the holders of the Compang€ommon Stock and (B) the aggregate cash didwitmytif any, declare
out of the REIT taxable income of the operatingmpenship (without duplication) by the operatingtparship
payable to holders of OP Units (other than any @RsLheld by the Company as a limited partner) afined,
or the Annualized Dividends and Distributions, é@spect of such calendar quarter exceeds (ii) thaéuat of (1)
the book value per share of the Company’s CommoaokSis of the end of each such quarter multipliethb
number of shares of the CompasiZommon Stock and OP Units (other than any OPsUld by the Compa
as a limited partner) outstanding as of the erglioh calendar quarter and (2) 8%. Notwithstandileg t
foregoing, no incentive fee will be payable to Manager with respect to any calendar quarter udess
cumulative Core Earnings, as defined in the agre¢nsegreater than zero for the most recently deteq eight
calendar quarters, or the number of completed dalequarters since the closing date of the Originalate
Placement, whichever is less.

The Company also reimburses the Manager for ati-{party, out-of-pocket costs incurred by the Marag
for managing our business, including thpdrty diligence and valuation consultants, leggegses, auditors a
other financial services. The Company will not reirse the Manager for lease costs or salariesgehses of
employees of the Manager. The reimbursement oigé not subject to any dollar limitation. Experswill be
reimbursed in cash on a monthly basis.

The Company will be required to pay the Managarmination fee in the event that the management
agreement is terminated as a resul{iph termination by us without cause, (ii) oucidn not to renew the
management agreement upon the determination eést two thirds of the Company’s independent dansdior
reasons including the failure to agree on revigedpensation, (iii) a termination by the Manageaassult of
our becoming regulated as an “investment compangéuthe Investment
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Company Act of 1940 (other than as a result ofatte or omissions of the Manager in violation efistment
guidelines approved by our board of directors)igra termination by the Manager if we defaultfie
performance of any material term of the manageragrdement (subject to a notice and cure period. Th
termination fee will be equal to twice the combirede fee and incentive fees payable to the Marthgarg the
12-month period ended as of the end of the most rigceninpleted fiscal quarter prior to the date ofrtmation

Servicing Agreement

On July 8, 2014, the Company entered into a 15-geasicing agreement, or the servicing agreemeitt, w
the Servicer. The Company’s overall servicing costder the servicing agreement will vary basechentypes
of assets serviced.

Servicing fees are 0.65% annually of UPB for perfiog and re-performing loans and 1.25% annually of
UPB for non-performing loans, and are paid monthlye total fees incurred by us for these serviegedd
upon the UPB and type of mortgage loans that Gyegenvices pursuant to the terms of the servicgrgement
The fees are determined based on the loan’s sthcguisition and do not change if a performiraplbecomes
non-performing or vice versa.

The Company will also reimburse Gregory for alltonsary, reasonable and necessary out-of-pockes cost
and expenses incurred in the performance of itgatibns, the actual cost of any repairs and retimvsa. The
total fees incurred by us for these services velbiependent upon the property value, previous URBeo
relevant loan, and the number of REO properties.

If the management agreement has been terminatedtb#n for cause and the Servicer terminates the
servicing agreement, the Company will be requicepay a termination fee equal to the aggregataeciegvfees
payable under the servicing agreement for the inmbegreceding 12-month period.

Trademark Licenses

Aspen Yo has granted us a non-exclusive, non-teaaisle, non-sublicensable, royalty-free licenses®
the name “Great Ajax” and the related logo. We &laee a similar license to use the name “Thetibg T
agreement has no specified term. If the manageaggatment expires or is terminated, the tradenzekde
agreement will terminate within 30 days. In thergwbat this agreement is terminated, all rights litenses
granted thereunder, including, but not limitedth® right to use “Great Ajax” in our name will termate. Aspen
Yo also granted to the Manager a substantiallytidelhnon-exclusive, non-transferable, non-sublgzdie,
royalty-free license to use of the name “Thetis.”

Note &—Share-based payments and director fee

Pursuant to the terms of our Management Agreemeanpay 50% of the base fee to the Manager in shares
of our common stock with the value based on thadnigf the most recently reported book value orketavalue
of our common stock. We paid the Manager a bastofabe period ended September 30, 2014@# million
of which we paid half, or $0.2 million in 14,621ashs of our common stock issued at a pric&18.00 per
share. The shares issued to the Manager were igsaqutivate placement transaction after Septer8®e2014,
and are restricted securities subject to transfarictions.

The Company’s 2014 Director Equity Plan (the “DtoedPlan”) is designed to promote our interests by
attracting and retaining qualified and experienicglividuals for service as noemployee directors. The Direc
Plan is administered by our board of directors. fthal number of shares of common stock or othmsisbased
award, including grants of long term incentive p{daTlIP”) units from our operating partnership, deble for
issuance under the Director Plan is 100,000 shatdke closing of the Private Placement, we issioeghch of
our independent directors restricted stock awaf@0®0 shares of our common stock, which are stiltjea
one-year vesting period. The expenses and shdatsd¢o the Director Plan are nominal.
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In addition, each of the Company’s independentctiims receives an annual retainer$®0,000, payable
quarterly, half of which is paid in shares of oongnon stock on the same basis as the stock patitre
management fee payable to the Manager and hadfsin. c

Note &—Income taxes

As a REIT, we must meet certain organizational @perational requirements including the requirentent
distribute at least 90% of our annual REIT taxabt®me to our stockholders. As a REIT, we genenallinot
be subject to federal income tax to the extent is&ildute our REIT taxable income to our stockhoddend
provided we satisfy the REIT requirements includiegtain asset, income, distribution and stock aslmip
tests. If we fail to qualify as a REIT, and do goglify for certain statutory relief provisions, waél be subject
to U.S. federal, state and local income taxes aayllme precluded from qualifying as a REIT for thbsequent
four taxable years following the year in which wetlour REIT qualification.

Our consolidated financial statements include therations of Thetis TRS, our TRS, which is subject
federal, state and local income taxes on its taxaigome. The Company expects to apply for a piletter
ruling from the Internal Revenue Service that waalldw it to exclude its proportionate share ofgrincome
from the Manager if it held its interest in the Nager directly. If the Company receives such a gjlinexpects
that it will hold its interest in the Manager ditigc instead of through Thetis TRS; however, thieneo assurant
that such a ruling will be issued.

Note 1(—Earnings per share

The following table sets forth the components afiband diluted earnings per share (in thousanaspe
share and per share amounts):

Period ended September 30, 201

Income Shares Sig:e
Dollars in thousand (Numerator)  (Denominator)  Amount
Basic EPS
Income attributable to common stockholders $ 99¢ 7,762,96.
Allocation of earnings to participating restricteluares (2)
Income attributable to unrestricted common stootérd $ 994 7,762,96. $0.1:
Effect of dilutive securities
Operating partnership units 50 428,69.
Restricted stock grants 2 16,05(
Diluted EPS
Income attributable to common stockholders andatpey partners $1,04¢ 8,207,70! $0.1z

Note 17—Subsequent event

Securitizations

On October 7, 2014, our operating partnership ber sntered into a securitization transaction parg to
Rule 144A under the Securities Act of a pool ofseeeed, performing and non-performing mortgage loans
primarily secured by first liens on one-to-four fignresidential properties. The securitizationtizistured as a
debt financing and not a REMIC sale. Ajax Mortgagan Trust 2014-A issued $61 million in securities
consisting of$45 million 4.00% Class A Notes, $8 million 5.19384 Class B-1 Notes, $8 million 5.19344%
Class B-2 Notes and a $20.4 million Trust Certiicd he Class B Notes are held by our operatinthpeship
and the Trust Certificate issued by the trust &weddeneficial
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ownership of the trust are retained by Great Ajarding LLC as the depositor. The Class A Notessargor,
sequential pay, fixed rate notes. The Class B Natesubordinate, sequential pay, fixed rate neitsClass B-
2 Notes subordinate to the Class B-1 Notes. [Gless A Notes have not been redeemed by the paytaenin
September 2017 or otherwise paid in full by thaedan amount equal to the aggregate interest patyaneount
that accrued and would otherwise be paid to thesa1 and the Class BNotes will be paid as principal to 1
Class A Notes on that date and each subsequentepaytate until the Class A Notes are paid in ftter the
Class A Notes are paid in full, the Class B-1 atas€B-2 Notes will resume receiving their respecinterest
payment amounts and any interest that accrued &sihet paid to the Class B Notes while the Cladiotes
were outstanding. The holder of the Trust Certtisas entitled to receive the assets and any rénggamounts
in the trust after the Class A Notes and Class Bdlbave been paid in full.

On November 19, 2014, our operating partnershigelier entered into a securitization transactiorsant
to Rule 144A of a pool of seasoned, performing mmia-performing mortgage loans primarily secureditsy
liens on one-to-four family residential properti€be securitization is structured as a debt finageind not a
REMIC sale. Ajax Mortgage Loan Trust 2014-B iss®68.7 million in securities, consisting of approxaimly
$41.2 million in 3.85% Class A Notes due 2054, $18illion 5.25% Class B-1 Notes due 2054, and $13.7
million 5.25% Class B2 Notes due 2054 and a $22.9 million Trust Cesgtfic The Class B Notes are held by
operating partnership and the Trust Certificatagsgisby the trust and the beneficial ownership eftthst are
retained by Great Ajax Funding LLC as the depositbe Class A Notes are senior, sequential pagdfrate
notes. The Class B Notes are subordinate, sequpatiafixed rate notes with Class B-2 Notes sulmaig to
Class B-1 Notes. If the Class A Notes have not bedaemed by the payment date in October 201&heneise
paid in full by that date, an amount equal to thgragate interest payment amount that accrued anttiw
otherwise be paid to the Class B-1 and the Clad\®tes will be paid as principal to the Class Adéoon that
date until the Class A Notes are paid in full. Aftee Class A Notes are paid in full, the Class &atl Class B-2
Notes will resume receiving their respective inséigayment amounts and any interest that accrueddsinot
paid to the Class B Notes while the Class A Notesevoutstanding. The holder of the Trust Certifidatentitles
to receive the assets and any remaining amoutite itrust after the Class A Notes and Class B Nuaes been
paid in full.

Dividend Declaration

On November 12, 2014, the Company declared a dididé $0.08 per share, to be paid on December 4,
2014 to stockholders of record as of November 2142

Repurchase Financing Facility

On November 25, 2014, the Company entered intparcbase facility pursuant to which a newly formed
Delaware statutory trust wholly owned by the OpgamaPartnership as the “Seller” will acquire, froime to
time, pools of mortgage loans that are primarilyused by first liens on one-to-four family residahproperties
from its affiliates and/or third party sellers. Mgaige loans will be sold from time to time by thee@ating
Partnership as the “Guarantor” to the Seller purst@the terms of a mortgage loan purchase agnetoyeand
between the Guarantor, as seller, and the Sedigruchaser, in accordance with the terms theReokuant to
the Master Repurchase Agreement (the “MRA”), thesetgage loans, together with the Seller’s 100%
ownership interests in its wholly owned subsidiayewly formed Delaware limited liability compatiREO
I}, and any future REO subsidiaries wholly ownsgdthe Seller and certain other property of thee3eWill be
sold by the Seller to Nomura Corporate Funding Acas; LLC, as Buyer, from time to time pursuanbie or
more transactions, not exceeding $100,000,000, avifimultaneous agreement by the Seller to repsechiach
mortgage loans and other property, as providedarMRA. Gregory will service these mortgage loamd the
REO properties pursuant to the terms of a serviagrgement by and among the Servicer, the SellE® Rand
each other REO Subsidiary party thereto from timenbe, which servicing agreement has the samedieés
expenses
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terms as the Company’s servicing agreement descubeéer “Certain Relationships and Related Party
Transactions—Gregory Servicing Agreemefitie Operating Partnership as Guarantor will protidihe Buye
a limited guaranty of certain losses incurred ®yBuyer in connection with certain events and/erSkller’s
obligations under the MLPA, following the breachceftain covenants by the Seller or an REO Sulygidia
related to their status as a special purpose etttidyoccurrence of certain bad acts by the Sebleties, the
occurrence of certain insolvency events of theeBelt an REO Subsidiary or other events specifietié
Guaranty. As security for its obligations under @garanty, the Guarantor will pledge the Trust ifleate
representing the Guarantor's 100% beneficial isterethe Seller.

Private Placement

On December 16, 2014, the Company closed an additfrivate placement pursuant to which it sold
2,725,326 shares of common stock and 156,000 OR.Urkie purchase price per share was $15.00. Tthe ne
proceeds from placement after deducting the planéfee and offering expenses paid by us, was appeigly
$41.2 million.
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Until 2015, all dealers that effect transactions indtsecurities, whether or not participating in
this offering, may be required to deliver a progpscThis is in addition to the dealer’s obligatiordeliver a
prospectus when acting as an underwriter and wihect to unsold allotments or subscriptions.
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PART I

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 31. Other Expenses of Issuance and Distribution.

The following table sets forth the expenses ofstle and distribution of the securities being rteged
pursuant to this registration statement, all ofcltare being borne by the registrant. All amoutitgothan the
SEC registration fee and the FINRA filing fee hdveen estimated.

SEC registration fe $ 11,62(
FINRA filing fees 14,85(
NYSE listing fees 226,00(
Printing and engraving expens 250,00(
Legal fees and expens 1,250,001
Accounting fees and expens 350,00(
Transfer agent and registrar fe 7,50(
Miscellaneous expenses 90,03(
Total $2,200,001

*  To be furnished by amendme

Item 32. Sales to Special Partie

None

Item 33. Recent Sale of Unregistered Securitit

On July 8, 2014, we sold 8,213,116 shares of ommegon stock and 453,551 OP Units. On August 1, 2014,
we closed the sale of an additional 263,570 shafrear common stock and 14,555 OP Units pursuatiteo
exercise of the additional allotment option we g¢edrto the initial purchaser and placement agetttarOriginal
Private Placement. The purchase price per shar&¥Wa60. The net proceeds from the Original Private
Placement, including the additional allotment optétvares and OP Units, after deducting the imptimthaser’s
discount and placement fee and offering expensedshyaus, was approximately $128.4 million. Thegval
Private Placement was made in reliance on the etk@nspfrom registration set forth in Section 4(a)¢2the
Securities Act and Rule 506 of Regulation D thedmurand Rule 144A and Regulation S under the Sexsuri
Act. At the closing of the Original Private Placemheeach of Messrs. Handley, Hoffman and Ogrengvasted
2,000 restricted shares of our common stock putdoasur Director Equity Plan, which shares wesziedl in
reliance on the exemption from registration sethfam Section 4(a)(2) of the Securities Act.

On November 20, 2014, we issued each of MessradlefnHoffman and Ogren 417 shares of our com
stock in payment of half of their quarterly directees and 14,621 shares of our common stock td/amager
in payment of half of its quarterly management fegese shares were issued in reliance on the eiamnpdm
registration set forth in Section 4(a)(2) of the@#ies Act.

On December 16, 2014, we sold 2,725,326 sharesrafamnmon stock and 156,000 OP Units. The
purchase price per share was $15.00. The net gisedr deducting the placement fee and offerimeeses
paid by us, was approximately $41.2 million. The®el Private Placement was made in reliance on the
exemptions from registration set forth in Sectiga)@®) of the Securities Act and Rule 506 of RetjoraD
thereunder.

On January 21, 2015, we sold 5,250 shares toadéfdipersons at a price $15.00 per share, the last price
at which shares were sold to unaffiliated purctmsethe Second Private Placement in December 2664.4n
aggregate purchase price $78,750. The shares were issued in reliance oaxbmption from registration set
forth in Section 4(a)(2) of the Securities Act.
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Item 34. Indemnification of Directors and Officers

Maryland law permits a Maryland corporation to ird# in its charter a provision limiting the liabyliof its
directors and officers to the corporation andtitelkholders for money damages except for liabiyulting
from (a) actual receipt of an improper benefit mfip in money, property or services or (b) actared deliberate
dishonesty that is established by a final judgnaext is material to the cause of action. Our chadetains a
provision which eliminates our directors’ and offis’ liability to the maximum extent permitted byakjland
law.

Maryland law requires a Maryland corporation (usligs charter provides otherwise, which our chattes:
not) to indemnify a director or officer who has beiccessful in the defense of any proceeding tohate or
she is made or threatened to be made a party bgrred his or her service in that capacity. Margléaw
permits a Maryland corporation to indemnify itsg@et and former directors and officers, among sthagainst
judgments, penalties, fines, settlements and redem®xpenses actually incurred by them in conoeatiith
any proceeding to which they may be made or thneat¢o be made a party by reason of their sermitiedse o
other capacities unless it is established thath@pct or omission of the director or officer waaterial to the
matter giving rise to the proceeding and (i) wasutted in bad faith or (ii) was the result of &etiand
deliberate dishonesty; (b) the director or offiaetually received an improper personal benefit anay,
property or services; or (c) in the case of angnaral proceeding, the director or officer had resde cause to
believe that the act or omission was unlawful. Heeveunder Maryland law, a Maryland corporation may
indemnify for an adverse judgment in a suit byrothie right of the corporation or for a judgmentiability on
the basis that personal benefit was improperlyivece unless in either case a court orders indecation and
then only for expenses. In addition, Maryland laevmits a Maryland corporation to advance reasonable
expenses to a director or officer upon the corpam& receipt of(a) a written affirmation by the director or
officer of his or her good faith belief that hesbre has met the standard of conduct necessanydeminification
by the corporation and (b) a written undertakinghby or her or on his or her behalf to repay th@ant paid or
reimbursed by the corporation if it is ultimatelgtdrmined that the standard of conduct was not met.

Our charter authorizes us, to the maximum extemhjpied by Maryland law, to obligate ourselves aod
bylaws obligate us, to indemnify any present onfer director or officer or any individual who, wéi& director
or officer of our company and at our request, seorehas served as a director, officer, partnestée, member
or manager of another corporation, real estatesinvent trust, limited liability company, partnegshjioint
venture, trust, employee benefit plan or otherrpnige and who is made or threatened to be madetya to the
proceeding by reason of his or her service in¢hahacity from and against any claim or liabilitwtbich that
individual may become subject or which that indivatimay incur by reason of his or her service i afithe
foregoing capacities and to pay or reimburse hiseoreasonable expenses in advance of final digposf a
proceeding. Our charter and bylaws also permibusdemnify and advance expenses to any individinal
served a predecessor of our company in any ofghadities described above and any employees otsagieoul
company or a predecessor of our company.

We have entered into indemnification agreements edich of our executive officers and directors whegr
we indemnify such executive officers and directorthe fullest extent permitted by Maryland law iag&all
expenses and liabilities, subject to limited exitept These indemnification agreements also prothideupon
an application for indemnity by an executive offioe director to a court of appropriate jurisdicticuch court
may order us to indemnify such executive officedivector.

Furthermore, our officers and directors are inddiethiagainst specified liabilities by the underer#, and
the underwriters are indemnified against certaihilities by us, under the underwriting agreemetdting to thi
offering. See “Underwriting.” In addition, our datrs and officers are indemnified for specifieabllities and
expenses pursuant to the limited partnership ageatof our operating partnership.

Insofar as the foregoing provisions permit indemsatfon of directors, officer or persons contrajjins for
liability arising under the Securities Act, we haeen informed that in the opinion of the SEC this
indemnification is against public policy as expezgsim the Securities Act and is therefore unenfaivbe
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Item 35. Treatment of Proceeds from Stock Being Registered
None of the proceeds will be credited to an accotimr than the appropriate capital share account.
Item 36. Financial Statements and Exhibits

(a) Financial Statements See page F-1 of the prospectus that formstaopthis Registration Statement
for an index to the financial statements includethie prospectus.

(b) Exhibits. The following exhibits are included, or incorated by reference, in this registration
statement on Form S-11.

Exhibit No. Description

1.1t Form of Underwriting Agreemen

3.17 Articles of Amendment and Restateme

3.2%1 Amended and Restated Bylav

5.1 Opinion of Morrison & Foerster LLF

8.1t Opinion of Morrison & Foerster LLP as to tax mastt

10.1t Agreement of Limited Partnership of Great Ajax Cyierg Partnership LF

10.27 Management Agreement, dated as of July 8, 2014ngrtie registrant, Great Ajax Operating
Partnership LP and Thetis Asset Management LLC

10.37 Servicing Agreement dated as of July 8, 2014 byaandng Gregory Funding LLC and the
registrant and its affiliates Great Ajax Operatiteytnership L.P and Little Ajax Il LLC

10.4t Form of Indemnification Agreement between regidteard each of its directors and officers.

10.57 Assignment Agreement made as of July 8, 2014, bybatween the entities identified on Exhibi
thereto and the registrant with respect to Littj@x@l LLC

10.6F 2014 Director Equity Pla

10.7t Form of Restricted Stock Awa

10.8t Registration Rights Agreement made and enteredasitaf July 8, 2014, by and among the

registrant and FBR Capital Markets & Co., as tligainpurchaser/placement agent (“FBR”) for the
benefit of FBR and certain purchasers of the reggiss common stock

10.9t Trademark License Agreement dated as of July 8 P@iween the registrant and Aspen Yo LLC

10.10t Registration Rights Agreement made and enteredasitof December 16, 2014, by and among the
registrant and certain purchasers of the registrantnmon stock.

21.1¢t List of subsidiaries

23.1t Consent of Moss Adams LL

23.2t Consent of Morrison & Foerster LLP (included in ibih5.1).
23.3t Consent of Morrison & Foerster LLP (included in Ebih8.1).
23.4t Consent of John C. Condas to be named as a d-nominee
23.5t Consent of Russell Schaub to be named as a di-nominee.
24.1% Power of Attorney

Tt Previously filed.
Item 37. Undertakings.

(a) The undersigned registrant hereby undertakpsotade to the underwriters at the closing spediiin
the underwriting agreement, certificates in suatodeinations and registered in such names as rebjoyr¢éhe
underwriters to permit prompt delivery to each paser.

(b) Insofar as indemnification for liabilities ang under the Securities Act of 1933 may be pegditb
directors, officers or controlling persons of tlegistrant pursuant to the foregoing provisiongtberwise, the
registrant has been advised that in the opinigch@Securities and Exchange Commission such indieatidbn
is against public policy as expressed in the Adtiantherefore, unenforceable. In the event thdaian for
indemnification against such liabilities (othernhthe payment by the registrant of expenses indwrgaid by .
director, officer or controlling person of the rsigant in the successful defense of any actiomgsyiroceeding)
is asserted by such director, officer or contrgllperson in
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connection with the securities being registereé régistrant will, unless in the opinion of its osel the matter
has been settled by controlling precedent, sulbvateourt of appropriate jurisdiction the questidrether such
indemnification by it is against public policy agpeessed in the Act and will be governed by thalfin
adjudication of such issue.

(c) The undersigned registrant hereby further uattes that:

(1) For purposes of determining any liability unttez Securities Act of 1933 the information omitted
from the form of prospectus filed as part of tlagistration statement in reliance upon Rule 430d an
contained in a form of prospectus filed by the sagnt pursuant to Rule 424(b)(1) or (4) or Rul& 49
(h) under the Securities Act shall be deemed tparveof this registration statement as of the time
was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933 each post-effective
amendment that contains a form of prospectus bealleemed to be a new registration statement
relating to the securities offered herein, anddffiering of such securities at that time shall berded
to be the initiabona fideoffering thereof.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&D33, the registrant certifies that it has readsde
grounds to believe that it meets all of the requiats for filing on Form S-11 and has duly causésl t
amendment to the registration statement to be dignets behalf by the undersigned, thereunto duljrorized,
in Beaverton, Oregon on February 12, 2015.

GREAT AJAX CORP.

By: /s/ Lawrence Mendelsohn

Lawrence Mendelsohn
Chairman and Chief Executive Officer

Pursuant to the requirements of the SecuritiesoA&B33 this amendment to the registration statémas
been signed by the following persons in the cajgacénd on the dates indicated.

Name Capacity Date

/s/ Lawrence Mendelsohn

Lawrence Mendelsohn

/s/ Glenn J. Ohl

Chairman and Chief Executive Officer
(principal executive officer)

Chief Financial Officer (principal

February 12, 2015

February 12, 2015

Glenn J. Ohl financial officer and principal accounting
officer)
* Director February 12, 2015
Steven L. Begleiter
* Director February 12, 2015
Jonathan Bradford Handley, Jr.
* Director February 12, 2015
Daniel Hoffman
* Director February 12, 2015

J. Kirk Ogren, Jr.

*  Attorney-in-fact
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