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Item 8.01                      Other Events.
 

As previously disclosed in a Current Report on Form 8-K filed on February 25, 2016, Arbor Realty Trust, Inc. (the “Company” or “Arbor”) issued a
press release to announce that it had entered into a definitive agreement to acquire the agency platform of its external manager, Arbor Commercial Mortgage,
LLC. On February 26, 2016, the Company held its 2015 earnings conference call during which it also discussed this announcement. An edited transcript of
the discussion of the transaction on the conference call is attached hereto as Exhibit 99.1 and is incorporated herein in its entirety by reference. The press
release was included in the Current Report on Form 8-K filed on February 25, 2016.
 

The information in Item 8.01 and Exhibit 99.1 attached hereto shall not be deemed incorporated by reference in any filing under the Securities Act
of 1933, as amended (the “Securities Act”), or the Securities Exchange Act of 1934, as amended, regardless of any general incorporation language in such
filing.
 
Important Information for Investors and Stockholders
 

This Current Report on Form 8-K shall not constitute a solicitation of any vote or approval. The proposed transaction will be submitted to the
stockholders of the Company for their consideration. The Company will file a proxy statement and other relevant documents concerning the proposed
transaction with the Securities and Exchange Commission (the “SEC”). The Company will provide the final proxy statement to its stockholders. Investors
and security holders are urged to read the proxy statement and any other relevant documents filed with the SEC when they become available, as well as any
amendments or supplements to those documents, because they will contain important information about the Company and the proposed transaction.
Investors and security holders will be able to obtain a free copy of the proxy statement, as well as other filings containing information about the Company
free of charge at the SEC’s website at http://www.sec.gov. In addition, the proxy statement, the SEC filings that will be incorporated by reference in the proxy
statement and the other documents filed with the SEC by the Company may be obtained free of charge by directing such request to: moreinfo@arbor.com, or
the documents can be obtained directly by accessing the investor relations section of the Company’s website at www.arborrealtytrust.com.
 

The Company and its directors, executive officers, and certain other members of management and employees may be deemed to be participants in
the solicitation of proxies in favor of the proposed transactions from the stockholders of the Company. Information about the directors and executive officers
of the Company is set forth in the proxy statement on Schedule 14A for the Company’s 2015 Annual Meeting of Stockholders, which was filed with the SEC
on April 10, 2015.  Additional information regarding participants in the proxy solicitation may be obtained by reading the proxy statement regarding the
proposed transaction when it becomes available.
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Safe Harbor Statement
 

Certain items in this Current Report on Form 8-K or on the conference call may constitute forward-looking statements within the meaning of the
“safe harbor” provisions of the Private Securities Litigation Reform Act of 1995.  These statements are based on management’s current expectations and
beliefs and are subject to a number of trends and uncertainties that could cause actual results to differ materially from those described in the forward-looking
statements. Arbor can give no assurance that its expectations will be attained.  Factors that could cause actual results to differ materially from Arbor’s
expectations will be detailed in our SEC reports. Such forward-looking statements speak only as of the date of this filing. Arbor expressly disclaims any
obligation or undertaking to release publicly any updates or revisions to any forward-looking statements contained herein or on the conference call to reflect
any change in Arbor’s expectations with regard thereto or change in events, conditions, or circumstances on which any such statement is based.
 

The following factors, among others, could cause our actual results and financial condition to differ materially from those expressed or implied in
the forward-looking statements: (1) the occurrence of any event, change or other circumstances that could give rise to the termination of the Asset Purchase
Agreement between the Company and Arbor Commercial Mortgage, LLC for the proposed transaction; (2) the inability to complete the transactions
contemplated by such Asset Purchase Agreement due to the failure to obtain the required stockholder approval; (3) the inability to satisfy the other
conditions specified in such Asset Purchase Agreement, including without limitation the receipt of necessary governmental or regulatory approvals required
to complete the transactions contemplated by such Asset Purchase Agreement; (4) the inability to successfully integrate our business with the purchased
business or to integrate the businesses within the anticipated timeframe; (5) the risk that the proposed transactions disrupt current plans and operations and
increase operating costs; (6) the ability to recognize the anticipated benefits of the transactions including the realization of synergy benefits and to recognize
such benefits within the anticipated timeframe; (7) the outcome of any legal proceedings that may be instituted against the Company or others following
announcement of such Asset Purchase Agreement and transactions contemplated therein; and (8) the possibility that the Company may be adversely affected
by other economic, business, and/or competitive factors.
 
Item 9.01                      Financial Statements and Exhibits.
 
(d) Exhibits
 
Exhibit
Number

 

Exhibit
99.1 Edited Excerpt of Transcript of February 26, 2016 Conference Call
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SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
 

ARBOR REALTY TRUST, INC.
  
  

By: /s/ Paul Elenio
Name: Paul Elenio
Title: Chief Financial Officer

 
 
Date: February 29, 2016
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Exhibit 99.1
E d ited  E x cerp t o f T ran scrip t o f F eb ru ary  2 6 , 2 0 1 6  C o n feren ce C all

 



C O R P O R A T E  P A R T IC IP A N T S  P au l E len io  A rb o r R ealty  T ru st, In c. - C F O  Iv an  K au fm an  A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  C O N F E R E N C E  C A L L  P A R T IC IP A N T S  R y an  T o m asello  K eefe, B ru y ette &  Wo o d s - A n aly st S tev e D eL an ey  JMP  S ecu rities - A n aly st L ee C o o p erm an  O m eg a A d v iso rs - A n aly st P R E S E N T A T IO N  O p erato r G o o d  d ay , lad ies an d  g en tlem en , an d  w elco m e to  th e fo u rth -q u arter 2 0 1 5  A rb o r R ealty  T ru st earn in g s co n feren ce call. (O p erato r In stru ctio n s) A s a rem in d er, th is co n feren ce is b ein g  reco rd ed . I w o u ld  lik e to  in tro d u ce y o u r h o st fo r to d ay 's co n feren ce, Mr. P au l E len io , C h ief F in an cial O fficer. S ir, y o u  m ay  b eg in . P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  T h an k  y o u . G o o d  m o rn in g , ev ery o n e, an d  w elco m e to  th e q u arterly  earn in g s call fo r A rb o r R ealty  T ru st. T h is m o rn in g  w e w ill d iscu ss th e resu lts fo r th e q u arter an d  th e y ear en d ed  D ecem b er 3 1 , 2 0 1 5 , as w ell as th e p ro p o sed  acq u isitio n  o f o u r m an ag er's ag en cy  p latfo rm . With  m e o n  th e call to d ay  is Iv an  K au fm an , o u r P resid en t an d  C h ief E x ecu tiv e O fficer. B efo re w e b eg in  I n eed  to  rem in d  y o u  th at statem en ts m ad e in  th is call m ay  b e d eem ed  fo rw ard -lo o k in g  statem en ts th at are su b ject to  risk s an d  u n certain ties, in clu d in g  in fo rm atio n  ab o u t p o ssib le o r assu m ed  fu tu re resu lts o f th e R E IT 's b u sin ess, th e m an ag er's ag en cy  b u sin ess, fin an cial co n d itio n s, liq u id ity , resu lts o f o p eratio n s, p lan s, an d  o b jectiv es. T h ese statem en ts are b ased  o n  o u r b eliefs, assu m p tio n s, an d  ex p ectatio n s o f fu tu re p erfo rm an ces o f th ese b u sin esses, tak in g  in to  acco u n t th e in fo rm atio n  cu rren tly  av ailab le to  u s. F acto rs th at co u ld  cau se actu al resu lts to  d iffer m aterially  fro m  o u r ex p ectatio n s in  th ese fo rw ard -lo o k in g  statem en ts w ill b e d etailed  in  o u r S E C  rep o rts. L isten ers are cau tio n ed  n o t to  p lace u n d u e relian ce o n  th ese fo rw ard -lo o k in g  statem en ts, w h ich  sp eak  o n ly  as o f to d ay . A rb o r u n d ertak es n o  o b lig atio n  to  p u b licly  u p d ate o r rev ise th ese fo rw ard -lo o k in g  statem en ts to  reflect ev en ts o r circu m stan ces after to d ay  o r th e o ccu rren ces o f u n an ticip ated  ev en ts. A d d itio n ally , in  co n n ectio n  w ith  th e p ro p o sed  tran sactio n , w e ex p ect to  file a p ro x y  statem en t w ith  th e S E C . We w ill tak e a lim ited  n u m b er o f q u estio n s after o u r rem ark s to d ay , b u t p lease b e aw are th at th e p ro x y  statem en t h as n o t y et b een  filed ; th erefo re, w e are lim ited  b y  d isclo su re ru les as to  w h at w e can  d iscu ss o n  th is call. We also  p lan  to  file o th er relev an t d o cu m en ts w ith  th e S E C  reg ard in g  th e p ro p o sed  tran sactio n . In v esto rs are u rg ed  to  read  th e p ro x y

statem en t an d  o th er relev an t d o cu m en ts filed  w ith  th e S E C , if an d  w h en  th ey  b eco m e av ailab le, b ecau se th ey  w ill co n tain  im p o rtan t in fo rm atio n . Y o u  m ay  o b tain  a free co p y  o f th e p ro x y  statem en t, if an d  w h en  it b eco m es av ailab le, an d  o th er relev an t d o cu m en ts filed  b y  u s w ith  th e S E C  at th e S E C 's w eb site at w w w .S E C .g o v . C o p ies o f th e d o cu m en ts filed  b y  u s w ith  th e S E C  w ill b e av ailab le free o f ch arg e o n  o u r w eb site at w w w .A rb o rR ealty T ru st.co m , o r b y  co n tactin g  in v esto r relatio n s at 5 1 6 -5 0 6 -4 2 0 0 . 2

 



We an d  o u r d irecto rs an d  ex ecu tiv e o fficers an d  o th er m em b ers o f m an ag em en t em p lo y ees m ay  b e d eem ed  to  b e p articip an ts in  th e so licitatio n  o f p ro x ies in  resp ect to  th e p ro p o sed  tran sactio n . Y o u  can  fin d  th e in fo rm atio n  ab o u t o u r ex ecu tiv e o fficers an d  tru stees in  o u r d efin itiv e an n u al p ro x y  statem en t filed  w ith  th e S E C  o n  A p ril 1 0 , 2 0 1 5 . A d d itio n al in fo rm atio n  reg ard in g  th e in terest o f su ch  p o ten tial p articip an ts w ill b e in clu d ed  in  th e p ro x y  statem en t an d  o th er relev an t d o cu m en ts filed  w ith  th e S E C , if an d  w h en  th ey  b eco m e av ailab le. Y o u  m ay  o b tain  free co p ies o f th ese d o cu m en ts fro m  u s at th e so u rces in d icated  earlier. I w ill n o w  tu rn  th e call o v er to  A rb o r's P resid en t an d  C E O , Iv an  K au fm an . Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  T h an k  y o u , P au l, an d  th an k s to  ev ery o n e fo r jo in in g  u s o n  to d ay 's call. We are in cred ib ly  ex cited  to d ay  to  d iscu ss th e acq u isitio n  o f o u r m an ag er's ag en cy  p latfo rm  as w ell as u p d ate y o u  o n  th e su ccess w e h ad  in  clo sin g  o u t 2 0 1 5  an d  o u r p lan s fo r 2 0 1 6 . A s y o u  can  see fro m  o u r p ress release, w e are ex trem ely  p leased  to  h av e reach ed  an  ag reem en t to  p u rch ase o u r m an ag er's ag en cy  b u sin ess. We b eliev e th is to  b e a tran sfo rm atio n al tran sactio n  th at w ill g reatly  en h an ce o u r ab ility  to  ach iev e o u r g o al o f b eco m in g  a w o rld -class co m m ercial real estate p latfo rm . T h e d etails o f th e p ro p o sed  tran sactio n  w ere laid  o u t in  o u r p ress release, b u t to  su m m arize so m e o f th e sig n ifican t co m p o n en ts, w e are p u rch asin g  th e m an ag er's ag en cy  p latfo rm  fo r $ 2 5 0  m illio n , w h ich  can  b e ad ju sted  b ased  o n  ch an g es in  th e size an d  v alu e o f th e p u rch ased  serv icin g  p o rtfo lio  o n  th e clo sin g  d ate. T h e co n sid eratio n  is to  b e p aid  h alf in  sto ck  an d  h alf in  cash  w ith  th e ab ility  to  red u ce th e cash  co n sid eratio n  co m p o n en t b y  $ 5 0  m illio n  th ro u g h  th e u tilizatio n  o f a fiv e-y ear seller fin an cin g  in stru m en t fro m  th e m an ag er at th e C o m p an y 's o p tio n . T h e R E IT  cu rren tly  h as $ 1 7 5  m illio n  o f d ep lo y ab le cash  o n  h an d  th at w ill allo w  u s to  su ccessfu lly  ex ecu te th is tran sactio n  w ith o u t h av in g  to  raise cap ital in  th is v o latile m ark et. T h is acq u isitio n  w ill also  b e im m ed iately  accretiv e to  o u r earn in g s an d  d iv id en d . In  ad d itio n , th e C o m p an y  h as n eg o tiated  an  o p tio n  to  p u rch ase th e m an ag em en t co n tract an d  fu lly  in tern alize th e m an ag em en t stru ctu re fo r $ 2 5  m illio n , w h ich  can  b e ex ercised  o v er a tw o -y ear p erio d . T h e sig n ifican t m erits o f th is tran sactio n  are as fo llo w s: im m ed iately  accretiv e to  o u r earn in g s an d  d iv id en d  an d  sig n ifican tly  in creases o u r co re earn in g s ru n  rate. P ro v id es sig n ifican t d iv ersificatio n  an d

g reater p red ictab ility  to  o u r earn in g s stream s th ro u g h  a lo n g -d ated , p rep ay m en t p ro tected  serv icin g  p o rtfo lio , resu ltin g  in  a v ery  stab le an n u ity  o f serv icin g  in co m e. It in creases o u r size an d  scale o f b ro ad en s o u r p ro d u ct o fferin g s. It in creases o u r eq u ity  b ase an d  m ark et cap , creatin g  a larg er, m o re efficien t v eh icle fo r u s to  raise cap ital in  th e fu tu re. T ran sitio n s th e R E IT  fro m  a m o n o lin e, d ep en d en t en tity  in to  a fu lly -in teg rated  fran ch ise w ith  a sig n ifican t ag en cy  o rig in atio n s b u sin ess co n sistin g  o f 2 3 5  d irect em p lo y ees, in clu d in g  2 0  o rig in ato rs, w ith  h ig h  b arrier to  en try  p ro v id in g  a n atu ral lim itatio n  o n  co m p etitio n . A n d  p ro v id es u s w ith  a d ed icated , ex p erien ced  m an ag em en t team  th at is fu lly  alig n ed  w ith  o u r sh areh o ld ers th ro u g h  sig n ifican t o w n ersh ip . I w o u ld  n o w  lik e to  p ro v id e an  o v erv iew  o f th is ag en cy  p latfo rm  w e are acq u irin g . A s w e d iscu ssed  o n  m an y  calls, A rb o r C o m m ercial Mo rtg ag e o p erates a len d in g , n atio n al, m u ltifam ily , d irect o rig in atio n , an d  serv icin g  p latfo rm  w ith  o v er 3 0 0  em p lo y ees, in clu d in g  2 0  o rig in ato rs o p eratin g  in  eig h t states th ro u g h  1 7  sales an d  su p p o rt o ffices. T h e g reat m ajo rity  o f th e C o m p an y 's o rig in atio n s are g o v ern m en t-sp o n so red  lo an s th ro u g h  F an n ie Mae, F red d ie Mac, an d  G in n ie Mae, in  ad d itio n  to  a C MB S  o rig in atio n s p latfo rm . T h e co m p an y  h as o v er 2 0  y ears ex p erien ce in  th e m u ltifam ily  ag en cy  b u sin ess, o p eratin g  at th e ag en cy  p latfo rm  sin ce 1 9 9 5 . It also  h as th e d istin ctio n  o f b ein g  o n e o f o n ly  2 5  F an n ie Mae D U S -licen sed  len d ers an d  h as b een  a to p  1 0  m u ltifam ily  D U S  len d er fo r n in e co n secu tiv e y ears. 3

 



In  2 0 1 4 , th e co m p an y  w as n am ed  F an n ie Mae to p  sm all lo an  len d er an d  a to p -fiv e affo rd ab le len d er as w ell as th e F red d ie Mac to p  sm all b alan ce len d er fo r 2 0 1 5 . T h e b u sin ess o rig in ated  o v er $ 3  b illio n  in  lo an s in  2 0 1 5 , a 3 0 %  in crease o v er 2 0 1 4  o rig in atio n s, an d  $ 1 0 .5  b illio n  in  o rig in atio n s o v er th e last fiv e y ears, g en eratin g  a fiv e-y ear co m p o u n d ed  an n u al g ro w th  rate o f 2 2 % . In  ad d itio n , th e p ip elin e is also  v ery  stro n g  an d  th e b u sin ess co n tain s a v ery  attractiv e serv icin g  p o rtfo lio  to talin g  ap p ro x im ately  $ 1 1  b illio n , earn in g  a w eig h ted  av erag e serv ice fee o f ap p ro x im ately  4 7  b asis p o in ts an d  co n tain s o v er $ 3 5 0  m illio n  o f escro w  b alan ces. T h is serv icin g  p o rtfo lio  is o n e o f th e m o st im p o rtan t elem en ts o f th is tran sactio n  an d  h as an  estim ated  v alu e at 1 2 /3 1 /1 5  in  ex cess o f $ 2 0 0  m illio n . T h is v alu e rep resen ts a sig n ifican t am o u n t o f th e o v erall co n sid eratio n  fo r th is tran sactio n , resu ltin g  in  v ery  little co n sid eratio n  b ein g  p aid  fo r th e o rig in atio n  an d  o p eratin g  p latfo rm  as w ell as fo r th e m an ag em en t team . A d d itio n ally , th e ag en cy  b u sin ess is less cap ital in ten siv e an d  g en erates a h ig h  R O E  th an  o u r cu rren t b u sin ess, o p eratin g  o n  m o re o f a self-fu n d in g  b asis, w h ich  w e b eliev e p ro v id es a v ery  d u rab le g ro w th  p latfo rm  w h ile m in im izin g  cap ital m ark et rate v o latility . T h is tran sactio n  w ill also  en h an ce o u r p resen ce in  th e m u ltifam ily  secto r an d  p ro v id e a stro n g  fo o th o ld  to  th e G S E  p o rtio n  in  p articu lar. A s w e h av e ex p ressed  m an y  tim es, w e fin d  th e m u ltifam ily  secto r to  b e an  ex trem ely  attractiv e m ark et d u e to  its so lid  fu n d am en tals, sig n ifican t b o rro w er d em an d , an d  stro n g  p erfo rm an ce th ro u g h  all cy cles. A d d itio n ally , th ere are h ig h  b arriers to  en try  w ith  lim itatio n s o n  p articip an ts in  th e F an n ie Mae D U S  p ro g ram  an d  strict ap p ro v al stan d ard s fo r o th er G S E  p ro g ram s as w ell. We b eliev e th ese restrictio n s m ak e o u r p ro d u ct o fferin g s an d  o u r fran ch ise ev en  m o re v alu ab le. We are also  ex cited  ab o u t th e o p p o rtu n ity  to  fu lly  in tern alize th e m an ag em en t stru ctu re. T h e m an ag er h as a sen io r m an ag em en t team  th at h as o n  av erag e m o re th an  2 0  y ears o f in d u stry  ex p erien ce an d  h as o p erated  su ccessfu lly  th ro u g h  m an y  cy cles, in clu d in g  th e m o st recen t recessio n , w h ich  w e can  also  o b tain  if w e ex ercise o u r o p tio n  to  p u rch ase th e m an ag em en t co n tract. T h is ty p e o f ex p erien ced  m an ag em en t team  is n o t easily  o b tain ab le o r d u p licated  in  to d ay 's m ark et an d  w ill ad d  sig n ifican t ex p erien ce an d  cap ab ility  fo r u s to  co n tin u e to  g ro w  o u r p latfo rm  g o in g  fo rw ard . A d d itio n ally , as I m en tio n ed  earlier, w e ex p ect th e m an ag em en t team  to  o w n

w ell in  ex cess o f 3 0 %  o f th e R E IT  g o in g  fo rw ard , sig n ifican tly  alig n in g  o u r in terest w ith  o u r sh areh o ld ers. In  su m m ary , w e are v ery  p o sitiv e an d  en th u siastic ab o u t th e sig n ifican t b en efits o f th e tran sactio n  an d  its ab ility  fo r u s to  b eco m e a v ery  v alu ab le fran ch ise b y  ad d in g  th is sig n ifican t ag en cy  p latfo rm . T h is w ill p ro v id e en h an cem en ts to  o u r o rig in atio n  p latfo rm , ex p an d  o u r m ark et p resen ce, b ro ad en  o u r p ro d u cts, create lo n g er d u ratio n  assets, an d  sig n ifican tly  d iv ersify  o u r earn in g s stream s. A n d  u p o n  clo sin g , w e b eliev e w e w ill b e u n iq u ely  p o sitio n ed  as o n e o f th e o n ly  p u b lic R E IT s w ith  th e ab ility  to  o rig in ate an d  serv ice fo r F an n ie Mae, F red d ie Mac, an d  G in n ie Mae lo an s co m b in ed  w ith  a b alan ce sh eet to  carry  th ese lo an s, allo w in g  u s to  co n tin u e to  ex p an d  an d  g ro w  o u r p latfo rm  an d  fran ch ise v alu e. Mo st im p o rtan tly , w e b eliev e th is tran sactio n  w ill b e rew ard in g  to  o u r sh areh o ld ers b y  im m ed iately  in creasin g  o u r size an d  th ro u g h  th e accretiv e effects w e b eliev e it w ill h av e o n  fu tu re earn in g s an d  d iv id en d s. [D iscu ssio n  o f 2 0 1 5  E arn in g s O m itted ] 4

 



O v erall, w e are p leased  w ith  o u r 2 0 1 5  resu lts an d  o u r ab ility  to  reach  an  ag reem en t to  p u rch ase o u r m an ag er's ag en cy  b u sin ess. We are v ery  ex cited  ab o u t th e m an y  b en efits w e ex p ect to  realize fro m  th e acq u isitio n  an d  th e tran sfo rm atio n al affect it w ill h av e o n  o u r fu tu re g ro w th  an d  su ccess. I w ill n o w  tu rn  th e call o v er to  P au l to  tak e y o u  th ro u g h  th e m o re d etails su rro u n d in g  th e d eal stru ctu re an d  th e accretiv e affects w e ex p ect th is to  h av e fo r th e C o m p an y , as w ell as to  d iscu ss o u r 2 0 1 5  fin an cial resu lts. 5

 



P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  T h an k  y o u , Iv an . F irst, I w o u ld  lik e to  ech o  Iv an 's co m m en ts th at w e are v ery  ex cited  ab o u t to d ay 's an n o u n cem en t an d  b eliev e th is acq u isitio n  w ill b e a tran sfo rm atio n al ev en t an d  a k ey  to  o u r fu tu re g ro w th  an d  su ccess. B efo re I tak e y o u  th ro u g h  th e accretiv e effect w e b eliev e th is tran sactio n  w ill h av e o n  o u r earn in g s an d  d iv id en d s g o in g  fo rw ard , I w o u ld  lik e to  h ig h lig h t a few  d etails ab o u t th e acq u isitio n  an d  p ro p o sed  d eal stru ctu re. A s d isclo sed  in  o u r p ress release, th e co n sid eratio n  fo r th e acq u isitio n  w ill b e h alf in  th e fo rm  o f O P  u n its an d  h alf in  cash , in clu d in g  th e ab ility  to  u tilize u p  to  $ 5 0  m illio n  o f seller fin an cin g . A s Iv an  m en tio n ed , w e are v ery  p leased  w ith  o u r stro n g  liq u id ity  p o sitio n  an d  cu rren tly  h av e ap p ro x im ately  $ 1 7 5  m illio n  o f cash  o n  h an d . A s a resu lt, w e ex p ect to  fu n d  th e cash  p o rtio n  o f th e co n sid eratio n  w ith  o u r cash  an d  p o ten tially  th e seller fin an cin g  o p tio n  th at is av ailab le to  u s. A n d  as I w ill d iscu ss in  a m o m en t, w e b eliev e fu n d in g  a p o rtio n  o f th is acq u isitio n  w ith  o u r cash  o n  h an d  w ill b e im m ed iately  accretiv e to  o u r earn in g s an d  d iv id en d s. A d d itio n ally , if th e ty p e o f in co m e g en erated  fro m  th is b u sin ess is n o t g o o d  R E IT  in co m e, it is n o rm ally  retain ed  in  a tax ab le R E IT  su b sid iary , w h ich  is su b ject to  co rp o rate-lev el tax es. H o w ev er, w e are cu rren tly  w o rk in g  o n  creatin g  a m o re efficien t tax  stru ctu re th ro u g h  th e b ifu rcatio n  o f certain  serv icin g  in co m e stream s, w h ich  co u ld  resu lt in  g reater accretio n  to  o u r fu tu re earn in g s an d  d iv id en d s. N o w  I w o u ld  lik e to  sp en d  so m e tim e w alk in g  y o u  th ro u g h  th e accretiv e affect w e ex p ect th is tran sactio n  w ill h av e to  o u r sh areh o ld ers. A s y o u  are aw are, w e are cu rren tly  p ay in g  an  an n u al d iv id en d  o f $ 0 .6 0  p er sh are. T h e acq u ired  b u sin ess is estim ated  to  g en erate a ran g e o f ap p ro x im ately  $ 4 5  m illio n  to  $ 5 0  m illio n  o f p retax  G A A P  in co m e an d  $ 3 0  m illio n  to  $ 3 5  m illio n  o f p retax  cash  flo w  fo r 2 0 1 6 . A ssu m in g  w e are su ccessfu l in  creatin g  th e tax  efficien cies I m en tio n ed  earlier an d  w e fu n d  th e cash  p o rtio n  o f th e co n sid eratio n  w ith  a co m b in atio n  o f cash  o n  h an d  an d  seller fin an cin g , in  ad d itio n  to  th e O P  u n its w e w ill issu e at a p rice o f $ 6 .5 0  a sh are, w e b eliev e th at b ased  o n  o u r p ro  fo rm a co m b in ed  2 0 1 6  n u m b ers w e co u ld  in crease o u r d iv id en d  to  a ran g e o f $ 0 .6 6  to  $ 0 .7 0  p er sh are, ex clu d in g  o n e-tim e tran sactio n  co sts. T h is rep resen ts a p o ten tial sig n ifican t in crease o f ap p ro x im ately  1 0 %  to  1 7 %  fro m  o u r cu rren t d iv id en d , w h ich

co u ld  also  in crease ab o v e th at ran g e if w e d ecid e to  fu n d  th e tran sactio n  w ith  m o re cash . A d d itio n ally , b ased  o n  o u r p relim in ary  estim ates o f after-tax  in co m e an d  cash  flo w  o f th e acq u ired  b u sin ess fo r 2 0 1 6 , w e b eliev e th is b u sin ess g en erates an  estim ated  R O E  o f b etw een  1 3 %  an d  1 6 %  o n  G A A P  n et in co m e an d  an  after-tax  cash  retu rn  o f 8 %  to  1 2 % . T h is is v ery  sig n ifican t, g iv en  th e self-fu n d ed  n atu re o f th e b u sin ess an d  th e lo n g -d ated  serv icin g  asset th at is p rep ay m en t p ro tected  an d  less sen sitiv e to  rate an d  m ark et cy cles. F u rth erm o re, th e sig n ifican t serv icin g  asset w e w ill b e acq u irin g  as p art o f th is tran sactio n  h as a rem ain in g  estim ated  av erag e life o f ap p ro x im ately  sev en  y ears an d  w ill g en erate in  ex cess o f $ 5 0  m illio n  o f g ro ss rev en u e an n u ally , sig n ifican tly  d iv ersify in g  o u r rev en u e stream s an d  p ro v id in g  u s w ith  a lo n g -d ated , stab le, p red icab le earn in g s stream . We also  w ill in crease o u r to tal eq u ity  p o st tran sactio n  fro m  ro u g h ly  $ 5 6 5  m illio n  to  ap p ro x im ately  $ 7 0 0  m illio n , creatin g  a larg er b alan ce sh eet an d  m o re efficien t v eh icle to  access cap ital in  th e fu tu re. L astly , as far as th e tim in g  o f th e clo sin g  o f th e acq u isitio n , th e tran sactio n  w ill req u ire certain  g o v ern m en t an d  G S E  ap p ro v al as w ell as a sh areh o ld er v o te an d  o th er th ird -p arty  ap p ro v al. T h erefo re, w e an ticip ate th e d eal clo sin g  in  th e th ird  q u arter o f 2 0 1 6 ; h o w ev er, w e can n o t p ro v id e y o u  w ith  an y  assu ran ces th at it w ill clo se o n  th at tim elin e o r at all. A g ain , w e are v ery  ex cited  ab o u t th is tran sactio n  an d  b eliev e it w ill b e tran sfo rm atio n al to  o u r p latfo rm , an d  m o st im p o rtan tly , w e b eliev e it w ill b e v ery  rew ard in g  to  o u r sh areh o ld ers.

 



T h at co m p letes o u r p rep ared  rem ark s fo r th is m o rn in g . A n d  I w ill n o w  tu rn  it b ack  to  th e o p erato r to  tak e an y  q u estio n s y o u  m ay  h av e at th is tim e. Q U E S T IO N S  A N D  A N S WE R S  O p erato r (O p erato r In stru ctio n s) Jad e R ah m an i, K B W. R y an  T o m asello  - K eefe, B ru y ette &  Wo o d s - A n aly st T h is is actu ally  R y an  T o m asello  o n  fo r Jad e. T h an k s fo r tak in g  m y  q u estio n s. F irst o f all, co n g ratu latio n s o n  th e an n o u n ced  tran sactio n . I k n o w  y o u  are lim ited  in  th e d isclo su re, b u t I th in k  th e co lo r y o u  w ere ab le to  p ro v id e w as h elp fu l. Ju st reg ard in g  th e to tal co n sid eratio n , can  y o u  p ro v id e so m e co lo r o n  h o w  th e o v erall p u rch ase p rice w as d eterm in ed  co n sid erin g  th e v alu e o f b o th  th e serv icin g  in tan g ib le v ersu s th e o v erall o rig in atio n s p latfo rm  an d  team ? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  S u re, R y an ; it's P au l. A s y o u  said , w e are v ery  lim ited  in  w h at w e can  d iscu ss as it relates to  certain  areas o f th e tran sactio n  u n til o u r p ro x y  is filed , b u t w h at I can  tell y o u  is th at a selectio n  o f in d ep en d en t b o ard  m em b ers w ere selected  to  fo rm  a sp ecial co m m ittee, w h ich  w as led  b y  o u r lead  d irecto r. T h at sp ecial co m m ittee w en t o u t an d  h ired  b o th  fin an cial an d  leg al ad v iso rs. A s y o u  saw  in  o u r p ress release, th ey  h ired  so m e larg e firm s. A n d  th ey  also  h ired  firm s to  d o  d u e d ilig en ce o n  th e acq u ired  b u sin ess. S o  w e w o n 't b e ab le to  tell y o u  d etails o f h o w  th e tran sactio n  w as p u t to g eth er fro m  a v alu e p ersp ectiv e, b u t w h at I can  tell y o u  is th ey  ran  a v ery  sig n ifican t p ro cess w ith  ex ten siv e ad v iso rs an d  firm s h elp in g  th em . We w ill d o cu m en t all o f th at in  o u r p ro x y  w h en  it is filed  an d  y o u  w ill g et a m u ch  m o re ro b u st v iew  o n  h o w  th e v alu e is created . H o w ev er, fro m  m y  ch air an d  I th in k  fro m  Iv an 's, certain ly  th e w ay  w e lo o k  at it fro m  th e R E IT , th e serv icin g  asset is w o rth , as w e m en tio n ed , in  ex cess o f $ 2 0 0  m illio n  as o f 1 2 /3 1 . S o  w e d o  feel th at th ere h as n o t b een  a lo t o f co n sid eratio n  p aid  fo r th e sizab le o rig in atio n  p latfo rm  an d  also  th e m an ag em en t team  an d  th e recu rrin g  earn in g s. A n d  w h at w e b eliev e to  b e an  ex trem ely  stab le, less v o latile, p red ictab le earn in g s stream  b ecau se o f th e sizab le p rep ay m en t p ro tectio n  th e co m es w ith  th ese F an n ie Mae D U S  lo an s th at w e h av e in  th e p o rtfo lio , w h ich  is th e b u lk  o f th e serv icin g  p o rtfo lio . R y an  T o m asello  - K eefe, B ru y ette &  Wo o d s - A n aly st O k ay , th at's h elp fu l. T h en  reg ard in g  --an d  y o u  h elp ed  w ith  so m e co lo r ju st n o w , b u t reg ard in g  th e b reak o u t o f th at p o rtfo lio , o u tsid e o f th e F an n ie D U S  lo an s, w h at are th e p rim ary  o th er co m p o n en ts o f th e p o rtfo lio ? A n d  can

y o u  g iv e an y  o th er co lo r o n  w h at ty p e o f g ro w th  o r ru n o ff y o u r 2 0 1 6  g u id an ce, p er se, is assu m in g ? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  S u re. We w ill ag ain  h av e to  stay  h ig h  lev el b ecau se w e h av en 't p u t in  o u r p ro x y  th e h isto rical in fo rm atio n  o f th e acq u ired  b u sin ess an d  th e fo rw ard -lo o k in g  in fo rm atio n .

 



B u t th e p o rtfo lio  o f ab o u t $ 1 1  b illio n , as I m en tio n ed , d o es co n sist o f larg ely  F an n ie Mae D U S  lo an s, b u t w e d o  h av e a sizab le b o o k  o f F red d ie Mac lo an s as w ell. We are v ery  activ e in  th e sm all b alan ce lo an  p ro g ram  o f F red d ie Mac an d  w e h av e seen  th at b u sin ess really  tak e o ff fo r u s. A n d  w e d o  h av e a fair am o u n t, b u t n o t as m u ch , F H A  an d  G in n ie Mae lo an s as w ell. A s far as th e p ro jectio n s g o in g  fo rw ard , w e h av e seen  su b stan tial g ro w th  in  th is ag en cy  b u sin ess o v er th e last fiv e y ears. We w o n 't b e ab le to  g iv e y o u  co lo r o n  w h ere w e th in k  th o se n u m b ers are g o in g  fro m  a p o rtfo lio  p ersp ectiv e, b u t as w e m en tio n ed  in  o u r p rep ared  rem ark s, th e p ip elin e is v ery  stro n g  in  th e b u sin ess. A n d  so  w e d o  ex p ect to  h av e v ery  g o o d  resu lts in  th e b u sin ess g o in g  fo rw ard . R y an  T o m asello  - K eefe, B ru y ette &  Wo o d s - A n aly st O k ay . T h en  reg ard in g  th e in tern alizatio n  o p tio n , w h at ty p e o f fram ew o rk  is m an ag em en t tak in g  to w ard s th is p o ten tial tran sactio n ? Wh at is th e lik elih o o d  o f th is co m in g  to  fru itio n ? A n d  w h at are th e rem ain in g  co n sid eratio n s th at are o n  th e tab le b efo re m an ag em en t p u lls th e trig g er o n  su ch  a d eal? Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  It's Iv an  resp o n d in g . T h e b u sin ess th at w as b o u g h t is a p retty  self-co n tain ed  b u sin ess. T h ere are certain  su p p o rtin g  serv ices th at th e m an ag em en t team  h as b een  p ro v id in g  to  th is b u sin ess an d  o th er b u sin esses co n sistin g  o f so m e ad m in istratio n , fin an ce, h u m an  reso u rces, m ark etin g , leg al, stru ctu red  fin an ce, treasu ry , an d  th in g s o f th at n atu re. A n d  I g u ess th e B o ard  w ill m ak e a d ecisio n  so m etim e in  th e n ex t tw o  y ears w h eth er it is ap p ro p riate fo r th em  to  p u ll th e trig g er an d  acq u ire th e rest o f th at team  an d  p u ll th em  o v er. T h at w ill b e a B o ard  d ecisio n  an d  th ey  h av e tw o  y ears to  m ak e th at d ecisio n . P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  R y an , ju st to  clarify , it is a sp ecial co m m ittee d ecisio n  as w e laid  o u t in  o u r p ress release. S o  it's an  in d ep en d en t d ecisio n  b y  th e in d ep en d en t sp ecial co m m ittee. R y an  T o m asello  - K eefe, B ru y ette &  Wo o d s - A n aly st O k ay , th an k s. I w ill ju m p  b ack  in  th e q u eu e. T h an k s fo r all th at co lo r. O p erato r S tev e D eL an ey , JMP  S ecu rities. S tev e D eL an ey  - JMP  S ecu rities - A n aly st G o o d  m o rn in g . T h an k s an d  I also  ex ten d  m y  co n g ratu latio n s. I k n o w  th is h as b een  a lo n g  tim e co m in g  to  g et to  th is p o in t. S trateg ic b en efits are o b v io u s. Iv an , I th in k  w h at I learn ed  to d ay  o n  th is call th at h elp ed  clarify  th e v alu atio n  fo r m e w ere y o u r co m m en ts o n  th e MS R  p o rtfo lio . I b eliev e y o u  said  th at th e av erag e serv icin g  fee w as 4 7  b asis

p o in ts. We w o rk  w ith  so m e o f th e o th er p u b lic ag en cy  serv icers an d  w e see fig u res, av erag e serv icin g  fees m u ch  sm aller.

 



C o u ld  y o u  co m m en t o n  w h y  y o u r av erag e fee is h ig h er? D o es th is h av e so m eth in g  to  d o  w ith  sm all b alan ce lo an s v ersu s larg er lo an s? A n y  co lo r y o u  co u ld  g iv e aro u n d  th e 4 7  b p s w o u ld  b e v ery  h elp fu l to  m e, th an k s. Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  S u re, I g u ess th e n ich e th at A rb o r h as an d  th at b o th  th e R E IT  as w ell as th e ag en cy  p latfo rm  is w e fo cu s o n  sm all b alan ce lo an s. O u r sp ecialty  is in  th e $ 5  m illio n  to  $ 2 5  m illio n  area w ith  a v ery , v ery  sig n ifican t p resen ce in  th e $ 1  m illio n  to  $ 5  m illio n  area. We are p ro b ab ly  th e n u m b er o n e p ro v id er o f sm all b alan ce lo an s in  th e co u n try  an d  w e w ere th e n u m b er o n e len d er fo r F red d ie Mac in  2 0 1 5 . T h e sm aller b alan ce lo an s ten d  to  h av e a little b it o f a larg er serv icin g  n u m b er to  th em . It's an  area th at w e fin d  to  b e a little less co m p etitiv e an d , th erefo re, it w o rk s v ery  w ell fo r u s. T h e larg er lo an s, th e larg er y o u  g et, th e sm aller th e serv icin g  fee an d  th at's h o w  w e g et to  a larg er n u m b er. In  ad d itio n , o u r p o rtfo lio  is v ery  h eav ily  w eig h ted  to  F an n ie Mae, w h ere it's a b ig g er serv icin g  fee as o p p o sed  to  F red d ie Mac. S tev e D eL an ey  - JMP  S ecu rities - A n aly st R ig h t. A n d  y o u  h av e y o u r lo ss sh arin g  th ere as w ell, w h ich  y o u  n eed  to  b e co m p en sated  fo r. I g u ess th e tw o  d riv ers to  g et to  $ 2 0 0  m illio n  estim ated  v alu e. P au l m en tio n ed  an  av erag e rem ain in g  term  o f sev en  y ears an d  I th in k  y o u 'v e g o t so m e p rep ay  p ro tectio n  aro u n d  th o se lo an s. T h e o th er facto r, o f co u rse, is th e d isco u n t rate th at y o u  u se to  d isco u n t th e fo rw ard  cash  flo w s. C an  y o u  co m m en t o n  so rt o f a ran g e o f w h at is an  ap p ro p riate d isco u n t rate fo r th at ty p e o f an  asset in  y o u r m in d ? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  Y es, S tev e, it's P au l. We w ill b e carefu l b ecau se w h at w e h av e to  d isclo se in  o u r p ro x y , b u t n o rm ally  I th in k  in  th e in d u stry  y o u  see ran g es o f d isco u n t rates an y w h ere fro m  1 2  o r 1 3  all th e w ay  u p  to  1 5  d ep en d in g  o n  th e ty p e o f p o rtfo lio . A s y o u  k n o w , S tev e, u n lik e th e resi b u sin ess, C P R s an d  P S A s d o n 't p lay  a h u g e ro le, o r as b ig  a ro le, in  v alu atio n  o f serv icin g  as th ey  d o  in  m u ltifam ily  b ecau se o f th e p rep ay m en t p ro tectio n  th at is affo rd ed . With  th e F an n ie Mae lo an s esp ecially . S o  th e ran g es o f d isco u n t rates, w e'v e seen  a lo t o f d ifferen t ran g es. T h ere are firm s th at d o  th is fo r a liv in g . Y o u  n o rm ally  see th em  an y w h ere fro m  1 2  to  1 3  to  1 5  w h en  v alu in g  an  o v erall p o rtfo lio . H o w ev er, fro m  o u r ch air, th is is a v ery  stab le cash  flo w , v ery  recu rrin g  cash  flo w  an d  it's p rep ay m en t lo ck ed  o u t, so  th at's v ery  im p o rtan t

co m p o n en t. Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  S tev e, also  I ju st w an t to  n o te th at th ese p o rtfo lio s d o n 't activ ely  trad e in  th e m ark et. We w ish  th ey  d id . We w o u ld  b e an  activ e b u y er, b ecau se w h at y o u  h av e in  p art o f th ese p o rtfo lio s is also  a cu sto m er b ase. A n d  th at cu sto m er b ase h as a lo t o f v alu e. T h ere's n o t a lo t o f v alu e p u t o n  th em  in  a g en eral tran sactio n , b u t th e cu sto m ers th at co m e w ith  th is create recu rrin g  o p p o rtu n ities in  th e fu tu re. A n d  th e o th er th in g  in  th is k in d  o f m ark et w ith  lo w  in terest rates th ere's v ery , v ery  little v alu e p u t o n  th e escro w  b alan ces an d  th e escro w  b alan ces in  a risin g  m ark et h av e sig n ifican t eco n o m ics. S o  y o u  h av e th e d isco u n t rate, w h ich  p eo p le p u t d ifferen t n u m b ers o n , an d  th at's m ath em atical, b u t y o u  h av e th e in tan g ib les o f th e cu sto m er b ase. A n d  th en  th e facto r, o f co u rse, is th e h ed g e o f th e escro w  b alan ce in  th e ev en t o f a risin g  rate en v iro n m en t. P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  S tev e, as w ell as th e p o rtfo lio  g ro w s, y o u  o b v io u sly  g et h u g e eco n o m ies o f scales o n  co st. S o  d ep en d in g  o n  th e size o f th e p o rtfo lio , y o u  can  see h ig h er o r lo w er v alu es b ecau se o f th e efficien cy  o f th e co st stru ctu re.

 



S tev e D eL an ey  - JMP  S ecu rities - A n aly st T h at's all v ery  h elp fu l. P au l, can  y o u  g iv e u s so m e id ea --o b v io u sly , th e p ro x y  an d  th e h isto rical fin an cials. C an  y o u  g iv e u s so m e id ea w h en  y o u  w o u ld  ex p ect to  file th at p ro x y , th e in itial p ro x y ? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  We're w o rk in g  v ery  h ard  to  d o  th at. O b v io u sly , th e ch allen g e aro u n d  th e p ro x y  tim in g , S tev e, as y o u  can  im ag in e, is th e au d ited  fin an cials o f th e acq u ired  b u sin ess sin ce it's a p riv ate en tity . S o  w e are w o rk in g  v ery  h ard . I can 't g iv e y o u  a d efin itiv e d ate, b u t w e certain ly  w an t to  g et it o u t, if w e can , o v er th e n ex t sev eral w eek s. S tev e D eL an ey  - JMP  S ecu rities - A n aly st O k ay , I k n o w  I'v e tak en  tim e; I'll ju st w rap  u p  w ith  th is. O b v io u sly , th e strateg ic b en efits are in  p lace an d  th e w ay  th is is lay in g  o u t is v ery  h elp fu l to d ay , P au l, th at y o u  g av e u s y o u r accretio n  fig u res w ith  so m e lev el o f sp ecificity . We h ad  calcu lated  th is m o rn in g  ju st o n  --b ased  o n  th e O P  u n its at $ 6 .5 0 , w e h ad  calcu lated  b o o k  v alu e d ilu tio n  o f ab o u t $ 0 .7 5 , o r ab o u t 8 % . A n d  so  y o u r p ercen tag e in crease in  earn in g s is v ery  im p o rtan t to  m e, an d  I'm  su re y o u r sp ecial co m m ittee an d  try in g  to  w eig h  th o se tw o  facto rs. Wh en  w e th in k  ab o u t th at sh o u ld  w e assu m e, to o , th at th ere m ay  b e so m e d eal co sts, o n e-tim e ch arg es, p ro fessio n al fees th at co u ld  b e relativ ely  sig n ifican t th at also  w ill n eed  to  b e facto red  in to  an y  ty p e o f b o o k  v alu e d ilu tio n ? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  Y es, S tev e. T h e g u id an ce I g av e to d ay  w as o b v io u sly  w ith o u t th o se tran sactio n  co sts, b ecau se w e v iew  th em  as o n e tim e. B u t certain ly , as w e d isclo sed  to d ay  in  th e p rep ared  rem ark s, w e d id  in cu r ab o u t $ 3  m illio n  o f ex p en ses to  d ate. O b v io u sly , th ere w o u ld  b e m o re ex p en ses w h en  an d  if th e d eal clo sed , so  th o se w o u ld  h av e to  b e facto red  in , at least to  th e cu rren t in fo rm atio n . I w as try in g  to  lo o k  at it o n  ru n  rates g o in g  fo rw ard  th at th o se tran sactio n s --th o se tran sactio n al co sts are k in d  o f o n e-tim e. S tev e D eL an ey  - JMP  S ecu rities - A n aly st G o t it. A p p reciate y o u r co m m en ts th is m o rn in g . T h an k s an d  co n g ratu latio n s o n  th e d eal. O p erato r (O p erato r In stru ctio n s) L ee C o o p erm an , O m eg a A d v iso rs. L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st T h an k  y o u  an d  co n g ratu latio n s, lik e ev ery b o d y  else is co n g ratu latin g  y o u . Ju st I th in k  S tev e in  h is last q u estio n  ju st k in d  o f h ig h lig h ted  issu in g  1 9 .2 3  m illio n  sh ares w ith  a b o o k  v alu e o f $ 9 .3 4  an d  I th in k  th at's b ein g  d ilu ted  d o w n  to  ab o u t $ 8 .5 1 . A n d  th e o ffset is th e

d istrib u tio n  co u ld  b e accreted  b y  1 0 %  to  1 7 % . I m issed  th e p ro  fo rm a im p act. L ast y ear th e A F F O  w as 1 .0 8 . D id  y o u  g iv e a p ro  fo rm a fo r th e tran sactio n , w h at w o u ld  h ap p en  to  th at n u m b er? 1 1  

 



P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  N o , L ee; it's P au l. I d id  n o t g iv e a p ro  fo rm a fo r 2 0 1 5  o r 2 0 1 4 . T h o se w ill co m e o u t in  o u r p ro x y . Wh at I really  d id  w as said  th at if y o u  ju st lo o k ed  at o u r n u m b er at $ 0 .6 0  an d  y o u  ad d ed  th is o n  w h at w o u ld  b e th e accretiv e affect to  ad d in g  in  o n . S o  th at 1 0 %  to  1 7 %  w as accretiv e to  o u r $ 0 .6 0 . I d id  n o t d o  a p ro  fo rm a 2 0 1 5  o r 2 0 1 4  n u m b er. T h at w ill b e in  o u r p ro x y . L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st O k ay . B u t I assu m e th at th ere w ill b e an  in creased  p ro  fo rm a in  th e A F F O , in  p art b ecau se y o u 're in jectin g  d eb t in to  th e tran sactio n  so  y o u 're g ettin g  so m e am o u n t o f lev erag e. S o  is it fair to  assu m e th at A F F O  w ill b e h ig h er b y  so m e am o u n t? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  Wh at I said  --w h en  y o u  m ean  h ig h er, y o u  m ean  h isto rically  o n  a p ro  fo rm a? L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st Y es, p ro  fo rm a. Y o u  said  th e d iv id en d  p ro  fo rm a w o u ld  b e ab le to  b e raised  to  $ 0 .6 6  to  $ 0 .7 0 . I assu m e th at is b ecau se A F F O  w o u ld  also , p ro  fo rm a, b e h ig h er. I'm  n o t ask in g  fo r th e am o u n t. P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  N o , th at's co rrect. T h at's ab so lu tely  co rrect. L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st O k ay . N o w  w e h av e a larg e an d  m o re d iv ersified  en tity  an d  so m e b etter lin es o f b u sin ess th an  w e h av e h ad  o n  o u r o w n . T h is sh o u ld  lead  to  a h ig h er R O E . Y o u  m en tio n ed  1 3 %  to  1 6 % . If I ap p ly  a 1 3 %  to  1 6 %  R O E  to  y o u r $ 8 .5 1  o r p ro  fo rm a b o o k  v alu e, th at w o u ld  su g g est, if w e h it targ eted  R O E s o f 1 3 %  to  1 6 % , w e h av e A F F O  o f so m ew h ere b etw een  $ 1 .1 0  an d  $ 1 .4 0 . We're n o t g ettin g  in  th e fo recastin g  g am e, b u t o v er th e n ex t co u p le y ears d o  y o u  th in k  a 1 3 %  to  1 6 %  R O E  o n  o u r n ew  b o o k  v alu e is a reaso n ab le targ et fo r th e co m p lex io n  o f th e b u sin ess th at w e n o w  h av e, p ro  fo rm a fo r th e d eal? P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  I'd  h av e to  th in k  ab o u t th at, L ee. I th in k  m y  1 3 %  to  1 6 %  w as sh eerly  say in g  th at th e b u sin ess w e are acq u irin g  at th e p rice w e are acq u irin g  it w o u ld  g en erate a 1 3 %  to  1 6 %  R O E . B asically  w h at I said  m y  rem ark s w as if w e g av e a ran g e o f w h at w e th in k  th e p ro jected  in co m e fo r th e acq u ired  b u sin ess w o u ld  b e an d  th en  I ju st d iv id ed  th at b y  th e p u rch ase p rice, o b v io u sly  y o u 'd  h av e to  facto r in  h o w  w e are p ay in g  it, th e co n sid eratio n . I'm  n o t so  su re I co u ld  tell

y o u  th at in  th e fu tu re it w o u ld  b e a 1 3 % , 1 6 %  o n  o u r to tal cap ital b asis. I th in k  th at's w h at y o u 're ask in g . Iv an , I d o n 't k n o w  w h at y o u r v iew  is o n  th at g o in g  fo rw ard . Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  I th in k  w e n eed  to  try  an d  p u t th e p ro x y  to g eth er to  g et th e in fo rm atio n  an d  g iv e y o u  th e rig h t critical d ata in  o u r m o d elin g  to  b e accu rate. A lth o u g h  I'd  lik e to  sp ecu late th ro u g h  th e en th u siasm  o f th e tran sactio n , I'd  rath er b e m o re sp ecific w h en  w e h av e th e rig h t d ata to  d istrib u te. 1 2

 



L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st It sh o u ld n 't b e to o  far o ff, b ecau se th e A F O  o f 1 .0 8  w as ach iev ed  o n  a b o o k  v alu e o f $ 9 .3 4 , so  th at w as lik e ab o u t 1 1 % . A n d  sin ce y o u 're b u y in g  b etter b u sin esses, m o re d iv ersified  b u sin esses, I w o u ld  th in k  o f a lo w  en d  1 3 %  R O E  reaso n ab le. I th in k  y o u  h av e to  d o  th at to  ju stify  th e sto ck  sellin g  at b o o k  v alu e an y w ay . S o  th at w o u ld  b e ab o u t $ 1 .1 0  ty p e o f recu rrin g  earn in g s an d  w o u ld  su p p o rt ev en  g ro w th  in  d istrib u tio n  fro m  th e p ro  fo rm  $ 0 .6 6  to  $ 0 .7 0 . P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  I th in k , as y o u  said , w e can 't g et in to  th e fo recastin g  b u sin ess. B u t o n e o f th e th in g s I w ill say  is ev ery th in g  y o u  said  w as accu rate, ex cep t w e d o  n eed  to  u n d erstan d  th at in  2 0 1 5  w e d id  h av e trem en d o u s A F F O  as y o u  m en tio n ed  an d  w e h ad  so m e lo st tran sactio n s. A n d  w h ile w e v iew  th o se tran sactio n s as p art o f o u r critical b u sin ess, th o se tran sactio n s recu rrin g  can  b e lu m p y . We d id  h av e so m e larg e g ain s an d  in co m e fro m  so m e o f o u r stru ctu red  in v estm en ts d u rin g  2 0 1 5 . We are p ro jectin g , as w e m en tio n ed  in  o u r co m m en ts, an  an n u ity  g o in g  fo rw ard  b u t n o t as larg e as th e in co m e w e b o o k ed  in  2 0 1 5 . It d o esn 't m ean  w e w o n 't h av e sim ilar item s lik e th at, b u t p red ictin g  th at an d  w h en  it w ill h ap p en  is a little d ifficu lt fo r u s to  d o . Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  We d o n 't p u t th o se in to  o u r co re ru n  rate. L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st U n d erstan d ab le. Ju st rem in d  m e, o f th e 5 1  o r so  fu lly  d ilu ted  sh ares p ro  fo rm a fo r th is d eal, h o w  m an y  sh ares w ill y o u  o w n , Iv an , th e 1 9 .2 3  y o u 're g ettin g  in  th e d eal an d  th en  h o w  m u ch  d id  y o u  o w n  b efo re? Iv an  P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  Y o u  w o u ld  en d  u p  w ith  ju st o v er 3 5 % , 5 .5  m illio n  ro u g h ly , alm o st 6  m illio n  sh ares. L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st S o  b asically  th at's a p retty  g o o d  in cen tiv e to  k eep  Iv an  w o rk in g . I lik e th at. Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  Y o u  are g o in g  to  k eep  m e y o u n g  an d  en erg ized , L ee. L ee C o o p erm an  - O m eg a A d v iso rs - A n aly st S o u n d s g o o d . C o n g ratu latio n s an d  all th e b est. 1 3

 



O p erato r T h an k  y o u  an d  at th is tim e I'm  sh o w in g  th ere are n o  fu rth er p articip an ts in  th e q u eu e. I w o u ld  lik e to  tu rn  th e call b ack  to  m an ag em en t fo r clo sin g  rem ark s. Iv an  K au fm an  - A rb o r R ealty  T ru st, In c. - P resid en t &  C E O  Well, I'd  ju st lik e to  th an k  ev ery b o d y  fo r p articip atin g . I k n o w  it h as b een  a lo n g  tim e co m in g  an d  w e are really  p leased  to  b e ab le to  an n o u n ce th is tran sactio n  an d  talk  ab o u t th e m erits o f it. We're ex trem ely  ex cited . We w ill g et th e in fo rm atio n  o u t to  ev ery b o d y  as so o n  as it's av ailab le an d  w e lo o k  fo rw ard  to  sp en d in g  th e tim e talk in g  ab o u t th e sto ry . T h an k  y o u , ev ery b o d y . P au l E len io  - A rb o r R ealty  T ru st, In c. - C F O  T h an k s. O p erato r L ad ies an d  g en tlem en , th an k  y o u  fo r y o u r p articip atio n  o n  to d ay 's co n feren ce. T h is co n clu d es y o u r p ro g ram . Y o u  m ay  n o w  d isco n n ect. E v ery o n e, h av e a g reat d ay . 1 4
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