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         Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes o    No ý

         Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes o    No ý

         Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes ý    No o

         Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period
that the registrant was required to submit and post such files). Yes ý    No o

         Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant's knowledge, in the definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.    ý

         Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange
Act.

Large accelerated filer o Accelerated filer ý Non-accelerated filer o
(Do not check if a

smaller reporting company)

Smaller reporting company o

         Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o    No ý

         The aggregate market value of the registrant's common stock, all of which is voting, held by non-affiliates of the registrant as of June 30,
2015 (computed based on the closing price on such date as reported on the NYSE) was $289.2 million. As of February 26, 2016, the registrant
had 50,962,516 shares of common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

         Portions of the definitive proxy statement for the registrant's 2016 Annual Meeting of Stockholders (the "2016 Proxy Statement"), to be
filed within 120 days after the end of the registrant's fiscal year ended December 31, 2015 are incorporated by reference into Part III of this
Annual Report on Form 10-K.

Edgar Filing: ARBOR REALTY TRUST INC - Form 10-K

2



Table of Contents

 INDEX

PAGE
PART I

Item 1. Business
1

Item 1A. Risk Factors 14
Item 1B. Unresolved Staff Comments 31
Item 2. Properties 31
Item 3. Legal Proceedings 32

PART II
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

32
Item 6. Selected Financial Data 35
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 37
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 55
Item 8. Financial Statements and Supplementary Data 58
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 131
Item 9A. Controls and Procedures 131
Item 9B. Other Information 133

PART III
Item 10. Directors, Executive Officers and Corporate Governance

133
Item 11. Executive Compensation 133
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 133
Item 13. Certain Relationships and Related Transactions, and Director Independence 133
Item 14. Principal Accounting Fees and Services 133

PART IV
Item 15. Exhibits, Financial Statement Schedules

134
Signatures 138

Edgar Filing: ARBOR REALTY TRUST INC - Form 10-K

3



Table of Contents

 Forward Looking Statements

        This report contains certain "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995,
Section 27A of the Securities Act of 1933, as amended, or Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended,
or Exchange Act. Such forward-looking statements relate to, among other things, the operating performance of our investments and financing
needs. We use words such as "anticipates," "expects," "believes," "intends," "should," "will," "may" and similar expressions to identify
forward-looking statements, although not all forward-looking statements include these words. Forward-looking statements are based on certain
assumptions, discuss future expectations, describe future plans and strategies, contain projections of results of operations or of financial
condition or state other forward-looking information. Our ability to predict results or the actual effect of future plans or strategies is inherently
uncertain. These forward-looking statements involve risks, uncertainties and other factors that may cause our actual results in future periods to
differ materially from forecasted results. Factors that could have a material adverse effect on our operations and future prospects include, but are
not limited to, changes in economic conditions generally and the real estate market specifically; adverse changes in the financing markets we
access affecting our ability to finance our loan and investment portfolio; changes in interest rates; the quality and size of the investment pipeline
and the rate at which we can invest our cash; impairments in the value of the collateral underlying our loans and investments;
legislative/regulatory changes; the availability and cost of capital for future investments; competition; and other risks detailed from time to time
in our reports filed with the Securities and Exchange Commission ("SEC"). Readers are cautioned not to place undue reliance on any of these
forward-looking statements, which reflect management's views as of the date of this report. The factors noted above could cause our actual
results to differ significantly from those contained in any forward-looking statement. For a discussion of our critical accounting policies, see
"Management's Discussion and Analysis of Financial Condition and Results of Operations of Arbor Realty Trust, Inc. and
Subsidiaries�Significant Accounting Estimates and Critical Accounting Policies" under Item 7 of this report.

        Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results,
levels of activity, performance or achievements. We are under no duty to update any of the forward-looking statements after the date of this
report to conform these statements to actual results.

i
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 PART I

 Item 1.    Business

        In this Annual Report on Form 10-K we refer to Arbor Realty Trust, Inc. and subsidiaries as "we," "us," "our," or "the Company" unless we
specifically state otherwise or the context indicates otherwise.

Overview

        Arbor Realty Trust, Inc., a Maryland corporation formed in 2003, is a specialized real estate finance company that invests in a diversified
portfolio of structured finance assets in the multifamily and commercial real estate markets. We invest primarily in real estate-related bridge and
mezzanine loans, including junior participating interests in first mortgages, preferred and direct equity. We may also directly acquire real
property and invest in real estate-related notes and certain mortgage-related securities. Our principal business objective is to maximize the
difference between the yield on our investments and the cost of financing these investments to generate cash available for distribution, facilitate
capital appreciation and maximize total return to our stockholders.

        We conduct substantially all of our operations and investing activities through our operating partnership, Arbor Realty Limited Partnership,
and its subsidiaries. We serve as the general partner of our operating partnership, and own a 100% partnership interest in our operating
partnership as of December 31, 2015.

        We are organized to qualify as a real estate investment trust ("REIT") for federal income tax purposes. A REIT is generally not subject to
federal income tax on that portion of its REIT taxable income that is distributed to its stockholders, provided that at least 90% of taxable income
is distributed and provided that certain other requirements are met. Certain of our assets that produce non-qualifying income are held in taxable
REIT subsidiaries. Unlike other subsidiaries of a REIT, the income of a taxable REIT subsidiary is subject to federal and state income taxes.

        We are externally managed and advised by Arbor Commercial Mortgage, LLC ("ACM" or our "Manager"), a national commercial real
estate finance company that specializes in debt and equity financing for multifamily and commercial real estate, pursuant to the terms of a
management agreement described below. Our Manager provides us with all of the services vital to our operations other than asset management,
securitization and certain credit functions, and certain of our executive officers and other staff are employed by our Manager pursuant to the
management agreement. The management agreement requires our Manager to manage our business affairs in conformity with policies and
investment guidelines that are approved and monitored by our Board of Directors.

        We believe our Manager's experience and reputation positions it to originate attractive investment opportunities for us. Our management
agreement with our Manager was developed to capitalize on synergies with our Manager's origination infrastructure, existing business
relationships and management expertise. Our Manager has granted us a right of first refusal to pursue all structured finance investment
opportunities in the multifamily or commercial real estate markets that are identified by our Manager or its affiliates. Our Manager continues to
originate and service multifamily and commercial mortgage loans under Fannie Mae, Freddie Mac, Federal Housing Administration and conduit
commercial lending programs. We believe that the customer relationships established from these lines of business may generate additional real
estate investment opportunities for our business.

Our Investment Strategy

        We invest in bridge and mezzanine loans, including junior participating interests in first mortgages, preferred and direct equity,
mortgage-backed securities and other real estate-related assets predominantly in the multifamily and commercial real estate markets and actively
manage our investment portfolio. We believe the financing of multifamily and commercial real estate offers

1

Edgar Filing: ARBOR REALTY TRUST INC - Form 10-K

5



Table of Contents

opportunities that demand customized financing solutions. We believe we can achieve our primary business objectives through the following
investment strategies:

        Provide Customized Financing.    We provide financing customized to the needs of our borrowers. We target borrowers who have
demonstrated a history of enhancing the value of the properties they operate, but whose options may be limited by conventional bank financing
and who may benefit from the sophisticated structured finance products we offer.

        Execute Transactions Rapidly.    We act quickly and decisively on proposals, provide commitments and close transactions within a few
weeks and sometimes days, if required. We believe that rapid execution attracts opportunities from both borrowers and other lenders that would
not otherwise be available. We believe our ability to structure flexible terms and close loans in a timely manner gives us a competitive
advantage.

        Manage Credit Quality.    A critical component of our strategy is our ability to manage the real estate risk that is underwritten by our
Manager and us. We actively manage the credit quality of our portfolio by using the expertise of our asset management group, which has a
proven track record of structuring and repositioning structured finance investments to improve credit quality and yield.

        Use Our Manager's Relationships with Existing Borrowers.    We capitalize on our Manager's reputation in the commercial real estate
finance industry. Our Manager has relationships with a large borrower base nationwide. Since our Manager's originators offer senior mortgage
loans as well as our structured finance products, we are able to benefit from its existing customer base and use its senior lending business as a
potential refinance vehicle for our structured finance assets.

        Leverage the Experience of Executive Officers, Our Manager and Our Employees.    Our executive officers and employees, and those of
our Manager, have extensive experience originating and managing structured commercial real estate investments. Our senior management team
has, on average, over 20 years of experience in the financial services industry.

Our Targeted Investments

        We pursue lending and investment opportunities with property owners and developers who need interim financing until permanent
financing can be obtained. We primarily target transactions where we believe we have competitive advantages, particularly our lower cost
structure and in-house underwriting capabilities. Our structured finance investments generally have maturities of two to five years depending on
type, have extension options when appropriate, and generally require a balloon payment of principal at maturity. Borrowers in the market for
these types of loans include, but are not limited to, owners or developers seeking either to acquire or refurbish real estate or to pay down debt
and reposition a property for permanent financing.

        Our investment program emphasizes the following general categories of real estate-related activities:

        Bridge Financing.    We offer bridge financing products to borrowers who are typically seeking short-term capital to be used in an
acquisition of property. The borrower has usually identified an undervalued asset that has been under managed and/or is located in a recovering
market. From the borrower's perspective, shorter term bridge financing is advantageous because it allows for time to improve the property value
through repositioning the property without encumbering it with restrictive long-term debt that may not reflect optimal leverage for a
non-stabilized property.

        The bridge loans we currently make typically range in size from $5 million to $30 million, have terms of up to five years, and are
predominantly secured by first mortgage liens on the property. At December 31, 2015 our target interest rate range is generally 5% to 6% over
30-day LIBOR.

2
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Additional yield enhancements may include origination fees, deferred interest, yield look-backs, and participating interests, which are equity
interests in the borrower that share in a percentage of the underlying cash flows of the property. Borrowers generally use the proceeds of a
conventional mortgage to repay a bridge loan.

        Mezzanine Financing.    We offer mezzanine financing in the form of loans that are subordinate to a conventional first mortgage loan and
senior to the borrower's equity in a transaction. Mezzanine financing may take the form of loans secured by pledges of ownership interests in
entities that directly or indirectly control the real property or subordinated loans secured by second mortgage liens on the property. We may also
require additional security such as personal guarantees, letters of credit and/or additional collateral unrelated to the property.

        The mezzanine loans we currently make typically range in size from $1 million to $10 million and have terms of up to ten years. At
December 31, 2015 our target interest rate is generally 12% to 14%. As in the case with our bridge loans, the yield on these investments may be
enhanced by prepaid and deferred interest payments, yield look-backs and participating interests. We hold a majority of our mezzanine loans
through subsidiaries of our operating partnership that are pass-through entities for tax purposes.

        Junior Participation Financing.    We offer junior participation financing in the form of a junior participating interest in the senior debt.
Junior participation financings have the same obligations, collateral and borrower as the senior debt. The junior participation interest is
subordinated to the senior debt by virtue of a contractual agreement between the senior debt lender and the junior participating interest lender.

        The junior participation loans we currently make typically range in size from $1 million to $10 million and have terms of up to ten years. At
December 31, 2015 our target interest rate is generally 12% to 14%. As in the case with our bridge loans, the yield on these investments may be
enhanced by prepaid and deferred interest payments, yield look-backs and participating interests.

        Preferred Equity Investments.    We provide financing by making preferred equity investments in entities that directly or indirectly own
real property. In cases where the terms of a first mortgage prohibit additional liens on the ownership entity, investments structured as preferred
equity in the entity owning the property serve as viable financing substitutes. With preferred equity investments, we typically become a member
in the ownership entity.

        The preferred equity investments we currently make typically range in size from $1 million to $10 million and have terms up to ten years.
At December 31, 2015 our target return is generally 12% to 14%.

Other Investment Opportunities

        Real Property.    We have, and may in the future, obtain real estate by foreclosure or through partial or full settlement of mortgage debt
related to our loans. Our management team may identify such assets and initiate an asset-specific plan to maximize the value of the collateral,
which can include appointing a third party property manager, completing the construction or renovation of the property, leasing or increasing the
occupancy of the property, or selling the entire asset or a partial interest to a third party. As such, these transactions may require the use of
additional capital prior to the completion of the specific plan. Additionally, we may identify real estate investment opportunities such as
domestic real estate for repositioning and/or renovation and then disposition at an anticipated significant return. In these situations, we may act
solely on our own behalf or in partnership with other investors. Typically, these transactions are analyzed with the expectation that we will have
the ability to sell the property within a one to three year time period, achieving a significant return on invested capital. In connection with these
transactions, speed of execution is often the most critical component
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to success. We may seek to finance a portion of the acquisition price through short-term financing, if available. Repayment of the short-term
financing will either come from the sale of the property or conventional permanent debt.

        Note Acquisitions.    We have, and may in the future, acquire real estate notes from lenders in situations where the borrower wishes to
restructure and reposition its short-term debt and the lender wishes, for a variety of reasons (such as risk mitigation, portfolio diversification or
other strategic reasons), to divest certain assets from its portfolio. These notes may be acquired at a discount. In such cases, we intend to use our
management resources to resolve any disputes concerning the note or the property securing it and to identify and resolve any existing operational
or any other problems at the property. We will then either restructure the debt obligation for immediate resale or sale at a later date, or reposition
it for permanent financing. In some instances, we may take title to the property underlying the real estate note.

        Equity Securities.    We have, and may in the future, invest in equity securities such as the common stock of a company. Investments in
these securities have the risk of stock market fluctuations which may result in the loss of our principal investment.

        Residential Mortgage-Backed Securities.    We have, and may in the future, invest in residential mortgage-backed securities ("RMBS").
These securities may be purchased at a premium or discount to their face value, which is amortized or accreted into interest income on an
effective yield adjusted for actual prepayment activity over the expected remaining life of the related security as a yield adjustment. These
securities may have underlying credit ratings assigned by the three leading nationally recognized rating agencies (Moody's Investor Service,
Standard & Poor's and Fitch Ratings) and are generally not insured or otherwise guaranteed.

        Commercial Real Estate Collateralized Debt Obligation Bonds.    We have, and may in the future, invest in securities such as commercial
real estate collateralized debt obligation ("CDO") bonds. These certificates are usually purchased at a discount to their face value, which is
accreted into interest income, if deemed to be collectable, on an effective yield adjusted for actual prepayment activity over the expected
remaining life of the related security as a yield adjustment. These securities may have underlying credit ratings assigned by the three leading
nationally recognized rating agencies and are generally not insured or otherwise guaranteed.

        Commercial Mortgage-Backed Securities.    We have, and may in the future, invest in commercial mortgage-backed securities ("CMBS").
These securities are usually purchased at a discount to their face value which is accreted into interest income, if deemed to be collectable, on an
effective yield adjusted for actual prepayment activity over the expected remaining life of the related security as a yield adjustment. These
securities may have underlying credit ratings assigned by the three leading nationally recognized rating agencies and are generally not insured or
otherwise guaranteed.

Our Structured Finance Investments

        We own a diversified portfolio of structured finance investments consisting primarily of real estate-related bridge and mezzanine loans,
junior participation interests in first mortgages and preferred equity investments.

4
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        At December 31, 2015, we had 128 loans and investments in our portfolio, totaling $1.55 billion. We have an allowance for loan losses of
$86.8 million at December 31, 2015 related to nine loans in our portfolio with an aggregate carrying value, before loan loss reserves, of
$189.2 million. The loan loss reserves were determined during our quarterly risk rating review process, which is based on several factors
including current market conditions, values and the operating status of these properties. We continue to actively manage all loans and
investments in the portfolio in a manner consistent with our underwriting and asset management policy and procedures with the goal of
maintaining the credit quality of our portfolio and limiting potential losses.

        The overall yield on our loan and investments portfolio in 2015 was 6.67% on average assets of $1.59 billion. This yield was computed by
dividing the interest income earned during the year by the average assets during the year. Our cost of funds in 2015 was 4.25% on average
borrowings of $1.17 billion. This cost of funds was computed by dividing the interest expense incurred during the year by the average
borrowings during the year.

        Our average net investment (average assets less average borrowings) in 2015 was $420.3 million, resulting in average leverage (average
borrowings divided by average assets) of 73.6%. Including average junior subordinated notes of $175.9 million as equity, our average leverage
was 62.5%. The net interest income earned in 2015 yielded an 11.6% return on our average net investment during the year. This yield was
computed by dividing net interest (interest income less interest expense) earned in 2015 by average equity (computed as average assets minus
average borrowings) invested during the year.

        Our business plan contemplates that our leverage ratio, including our junior subordinated notes as equity, will be approximately 70% to
80% of our assets in the aggregate. However, including our junior subordinated notes as equity, our leverage is generally not to exceed 80% of
the value of our portfolio assets, before loan loss reserves, when considering additional financing sources unless approval to exceed the 80%
limit is obtained from our Board of Directors. See "Operating Policies and Strategies" below for further details.

5
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        The following table sets forth information regarding our loan and investment portfolio as of December 31, 2015:

Type Asset Class Number

Unpaid
Principal

(in thousands)

Weighted
Average

Pay Rate(1)

Weighted
Average
Remaining
Maturity
(months)(2)

Bridge Loans
Multi
Family 85 $ 1,012,339 5.67% 17.0
Land 9 148,478 2.78% 16.7
Office 6 134,760 6.51% 17.1
Hotel 1 31,500 7.68% 2.0
Other 4 26,055 6.04% 19.6

​ ​​ ​​ ​​​ ​ ​​ ​​​ ​ ​
105 1,353,132 5.48% 16.7

Mezzanine Loans
Multi
Family 7 25,400 10.36% 28.3
Land 2 10,933 1.76% 18.2
Other 2 4,058 12.00% 101.2

​ ​​ ​​ ​​​ ​ ​​ ​​​ ​ ​
11 40,391 8.19% 32.9

Junior Participations Office 2 62,257 4.50% 11.2

Preferred Equity
Multi
Family 6 46,084 10.25% 22.1
Hotel 1 34,750 3.22% 43.0
Land 1 5,000 12.00% 0.8
Office 1 1,812 15.00% 101.0
Other 1 1,700 � 19.0

​ ​​ ​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
10 89,346 7.52% 30.5

​ ​​ ​​ ​ ​​ ​ ​​ ​ ​​ ​ ​
Total 128 $ 1,545,126 5.63% 17.7
​ ​​ ​​ ​​​ ​ ​​ ​​​ ​ ​
​ ​​ ​​ ​​​ ​​​ ​​​ ​​
​ ​​ ​​ ​​​ ​ ​​ ​​​ ​ ​

(1)
"Weighted Average Pay Rate" is a weighted average, based on the unpaid principal balances of each loan in the portfolio, of the
interest rate that is required to be paid monthly as stated in the individual loan agreements. Certain loans and investments that require
an additional rate of interest "Accrual Rate" to be paid at the maturity are not included in the weighted average pay rate as shown in
the table.

(2)
"Weighted Average Remaining Maturity" does not include as of right extensions.
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        The following table sets forth geographic and asset class information regarding our loan and investment portfolio as of December 31, 2015:

Geographic Location Unpaid Principal Percentage Asset Class Unpaid Principal Percentage
(in thousands) (in thousands)

New York $ 524,458 33.9% Multi Family $ 1,083,823 70.1%
Florida 222,849 14.4% Office 198,829 12.9%
California 210,056 13.6% Land 164,411 10.6%
Texas 180,045 11.7% Hotel 66,250 4.3%
Georgia 73,651 4.8% Other 31,813 2.1%
Maryland
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