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Approximate date of commencement of proposed sale to the public:    From time to time after the effective date of this registration statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.  ¨

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box.  x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box.  ¨

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.  ¨

CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities to be Registered(1)

Proposed
Maximum

Amount to be
Registered

Proposed
Maximum

Offering Price
per Unit

Proposed
Maximum

Aggregate Offering
Price(3)(4)

Amount of

Registration

Fee(3)
Common Stock, par value $0.001 per share,
Preferred Stock and Warrants(5) (2) (2) $ 200,000,000 $ 6,140

(1)
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The securities covered by this registration statement may be sold or otherwise distributed separately, together or as units with other
securities covered by this registration statement. This registration statement covers offers, sales and other distributions of the securities listed
in this table from time to time at prices to be determined, as well as shares of Common Stock issuable upon the exchange or conversion of
shares of Preferred Stock so offered or sold that are exchangeable for or convertible into shares of Common Stock.

(2) An indeterminate number of the securities of each identified class is being registered as may from time to time be offered at an
indeterminate offering price per unit and aggregate offering price.

(3) Calculated in accordance with Rule 457(o) under the Securities Act of 1933.
(4) Estimated solely for purposes of calculating the registration fee. No separate consideration will be received for shares of Common Stock that

are issued upon conversion of shares of Preferred Stock registered hereunder. The aggregate maximum offering price of all securities issued
pursuant to this registration statement will not exceed $200,000,000.

(5) Warrants may be sold separately or together with Common Stock or Preferred Stock.

The registrant hereby amends this registration statement on such date as may be necessary to delay its effective date until the registrant
shall file a further amendment which specifically states that this registration statement shall thereafter become effective in accordance
with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such dates as the Commission,
acting pursuant to said Section 8(a), may determine.
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The information in this 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 prospectus is not an offer to
sell these securities, nor is it a solicitation of an offer to buy these securities, in any state in which the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED OCTOBER 11, 2007

PROSPECTUS

$200,000,000

COMMON STOCK

PREFERRED STOCK

WARRANTS

We may offer, issue and sell from time to time, together or separately, shares of our common stock, shares of our preferred stock, which we may
issue in one or more series, or warrants to purchase shares of our common stock, at an aggregate initial offering price which will not exceed
$200,000,000.

We will provide the specific terms of these securities in one or more supplements to this prospectus or in other offering materials. You should
read this prospectus, any prospectus supplement and any other offering materials carefully before you invest.

An investment in these securities entails material risks and uncertainties. You should read carefully the risk factors described in our
Securities and Exchange Commission filings, including our Annual Report on Form 10-K for the year ended December 31, 2006, before
investing in our securities.

Our common stock is listed on the New York Stock Exchange under the trading symbol �RSO.� Each prospectus supplement will indicate if the
securities offered thereby will be listed on any securities exchange.

We may offer and sell these securities to or through one or more underwriters, dealers and agents, or directly to purchasers, on a continuous or
delayed basis. The prospectus supplement or other offering materials will describe the terms of the plan of distribution and set forth the names of
any agents, dealers or underwriters involved in the sale of the securities. See �Plan of Distribution� beginning on page 35 for more information on
this topic. No securities may be sold without delivery of a prospectus supplement or other offering materials describing the method and terms of
the offering of those securities.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is                     , 2007
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or the SEC, using a �shelf�
registration process. Under this registration process, over the next three years (or such longer period permitted under SEC rules), we may sell
any combination of our common stock, preferred stock or warrants. The terms of these offerings will be determined at the time of sale. We refer
to the shares of common stock, shares of preferred stock and warrants collectively as the �securities� in this prospectus. For more information on
how our securities may be sold, please read the section of the prospectus entitled �Plan of Distribution.�

The specific terms of the securities we offer and the terms of their sale will be set forth in an accompanying supplement to this prospectus or
other offering materials. This prospectus describes some of the general terms that may apply to these securities. The prospectus supplement or
other offering materials may also add, update or change information contained in this prospectus. You should read this prospectus, any
prospectus supplement and any other offering materials together with the additional information described in the section of the prospectus
entitled �Where You Can Find More Information.� We are not making an offer of our securities in any state where the offer or solicitation is not
authorized. Our address is 712 Fifth Avenue, 10th Floor, New York, NY 10019. Our telephone number is (212) 506-3870.

As used in this prospectus, unless the context suggests otherwise, the terms �we,� �us� and �our� refer to Resource Capital Corp. and its subsidiaries,
�Manager� refers to Resource Capital Manager, Inc., our external manager and �Resource America� refers to Resource America, Inc. and its
affiliated companies, including the Manager.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained or incorporated by reference in this prospectus or which may be contained or incorporated by reference in a
prospectus supplement constitute forward-looking statements. Forward-looking statements relate to expectations, beliefs, projections, future
plans and strategies, anticipated events or trends and similar expressions concerning matters that are not historical facts. In some cases, you can
identify forward-looking statements by terms such as �anticipate,� �believe,� �could,� �estimate,� �expects,� �intend,� �may,� �plan,� �potential,� �project,� �should,�
�will� and �would� or the negative of these terms or other comparable terminology.

Forward-looking statements contained or incorporated by reference in this prospectus or which may be contained or incorporated by reference in
a prospectus supplement are based on our beliefs, assumptions and expectations of our future performance, taking into account all information
currently available to us. These beliefs, assumptions and expectations can change as a result of many possible events or factors, not all of which
are known to us or are within our control. If a change occurs, our business, financial condition, liquidity and results of operations may vary
materially from those expressed in our forward-looking statements. Forward-looking statements we make or which are incorporated by reference
in this prospectus or which may be contained or incorporated by reference in a prospectus supplement are subject to various risks and
uncertainties that could cause actual results to vary from our forward-looking statements, including:

� the risk factors described or incorporated by reference in this prospectus;

� our future operating results;

� our business prospects;

� changes in our business strategy;

� availability, terms and deployment of capital, including both short-term credit, such as warehouse or repurchase facilities, and term
credit, such as collateralized debt obligations or bank term financing;

� availability of qualified personnel;

� changes in our industry, interest rates, the debt securities markets, real estate markets or the general economy;

� decreased market liquidity for our investments;

� increased rates of default and/or decreased recovery rates on our investments;

� increased prepayments of the mortgage and other loans underlying our mortgage-backed securities, or other asset-backed securities;

� changes in governmental regulations, tax rates and similar matters;
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� availability of investment opportunities in commercial real estate-related and commercial finance assets;

� the degree and nature of our competition;

� the adequacy of our cash reserves and working capital; and

� the timing of cash flows, if any, from our investments.
We caution you not to place undue reliance on these forward-looking statements which speak only as of the date of this prospectus or the date of
any document incorporated by reference in this prospectus. All subsequent written and oral forward-looking statements attributable to us or any
person acting on our behalf are expressly qualified in their entirety by the cautionary statements contained or referred to in this section. Except to
the extent required by applicable law or regulation, we undertake no obligation to update these forward-looking statements to reflect events or
circumstances after the date of this filing or to reflect the occurrence of unanticipated events.

ii
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WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement on Form S-3 with the SEC with respect to this offering. This prospectus constitutes only part of the
registration statement and does not contain all of the information set forth in the registration statement, its exhibits and its schedules. For further
information with respect to us and our securities, we refer you to the registration statement and to the exhibits to the registration statement.
Statements contained in this prospectus as to the contents of any contract, agreement or other document to which we make reference are not
necessarily complete and, in each instance, we refer you to the copy of the contract, agreement or other document filed as an exhibit to the
registration statement. Each of these statements is qualified in all respects by this reference.

We file annual, quarterly and current reports, proxy statements and other information with the SEC. We also make available free of charge
through our website at www.resourcecapitalcorp.com, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably
practicable after they are filed electronically with the SEC. You may read and copy any reports, statements or other information that we have
filed with the SEC at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may request copies of these
documents, upon payment of a copying fee, by writing to the SEC. Please call the SEC at 1-800-SEC-0330 for information on the operation of
the Public Reference Room. Our SEC filings are also available to the public on the SEC internet site at www.sec.gov.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� the information we file with it, which means that we can disclose important information to you
by referring you to documents we have filed with the SEC but that we do not include in this prospectus. Any statement contained in a document
incorporated or deemed to be incorporated by reference into this prospectus will be deemed to be modified or superseded for purposes of this
prospectus to the extent that a statement contained in this prospectus or any other subsequently filed document that is deemed to be incorporated
by reference into this prospectus modifies or supersedes such statement. Any statement so modified or superseded will not be deemed, except as
so modified or superseded, to constitute a part of this prospectus. We incorporate by reference the documents listed below that we have filed
with the SEC:

� Our Annual Report on Form 10-K for the year ended December 31, 2006.

� Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2007 and June 30, 2007.

� Our Current Reports on Form 8-K filed February 2, 2007, April 23, 2007, July 2, 2007, August 31, 2007 and October 5, 2007.

� The description of our common stock contained in our Registration Statement on Form 8-A dated January 25, 2006.
All documents that we file with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, on or after the date of this prospectus and
prior to the termination of this offering made pursuant to this prospectus also will be deemed to be incorporated herein by reference and will
automatically update and supersede information in this prospectus. Nothing in this prospectus shall be deemed to incorporate information
furnished to but not filed with the SEC pursuant to Item 2.02 or Item 7.01 of Form 8-K (or corresponding information furnished under Item 9.01
or included as an exhibit).

iii
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You may request a copy of these filings, at no cost, by writing or telephoning us at the following address:

Resource Capital Corp.

Attention: Pamela Schreiber

712 Fifth Avenue

10th Floor

New York, New York 10019

(212) 506-3870

You should rely only on the information incorporated by reference or provided in this prospectus, any supplement to this prospectus or any other
offering materials we may use. We have not authorized any person to provide information other than that provided in this prospectus, any
supplement to this prospectus or any other offering materials we may use. You should assume that the information in this prospectus, any
prospectus supplement and any other offering materials we may use is accurate only as of the date on its cover page and that any information in
a document we have incorporated by reference is accurate only as of the date of the document incorporated by reference.

The statements that we make in this prospectus or in any document incorporated by reference in this prospectus about the contents of any other
documents are not necessarily complete, and are qualified in their entirety by referring you to copies of those documents that are filed as exhibits
to the registration statement, of which this prospectus forms a part, or as an exhibit to the documents incorporated by reference. You can obtain
copies of these documents from the SEC or from us, as described above.

iv
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THE COMPANY

We are a specialty finance company that focuses primarily on investments in commercial real estate-related and commercial finance assets. We
qualify as a real estate investment trust, or REIT, for federal income tax purposes. Our objective is to provide our stockholders with total returns
over time, including quarterly distributions and capital appreciation, while seeking to manage the risks associated with our investment strategy.
We finance a substantial portion of our portfolio investments through borrowing strategies seeking to match the maturities and repricing dates of
our financings with the maturities and repricing dates of those investments, and to mitigate interest rate risk through derivative instruments.

We are externally managed and advised by Resource Capital Manager, Inc., which we refer to as the Manager, an indirect wholly-owned
subsidiary of Resource America (NASDAQ: REXI), a specialized asset management company that uses industry specific expertise to generate
and administer investment opportunities for its own account and for outside investors in the financial fund management, real estate, and
commercial finance sectors. We do not have any ownership interest in the Manager. It does not currently provide management or advisory
services to other entities or clients, although our management agreement does not restrict it from doing so, except that it may not advise any new
REIT that invests primarily in mortgage-backed securities, or MBS, in the United States. We do not control the assets or personnel of Resource
America. Under our management agreement with the Manager and Resource America, the Manager is responsible for providing us with all
management and support personnel and services necessary for our day-to-day operations. Because neither we nor the Manager has any
employees of our own, nor does either of us have any independent officers, although our chief financial officer is exclusively dedicated to our
operations, we depend entirely upon Resource America for personnel and administrative infrastructure.

Our investments target the following asset classes:

Asset Class Principal Investments
Commercial real estate-related assets �      First mortgage loans, which we refer to as whole loans

�      First priority interests in first mortgage loans, which we refer to
as A notes

�      Subordinated interests in first mortgage loans, which we refer to
as B notes

�      Mezzanine debt related to commercial real estate that is senior
to the borrower�s equity position but subordinated to other
third-party financing

�      Commercial mortgage-backed securities, which we refer to as
CMBS

Commercial finance assets �      Senior secured corporate loans, which we refer to as bank loans

�      Other asset-backed securities, which we refer to as other ABS,
backed principally by small business and bank loans and, to a lesser
extent, by consumer receivables
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�      Equipment leases and notes, principally small- and
middle-ticket commercial direct financing leases and notes

�      Trust preferred securities of financial institutions

1
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Asset Class Principal Investments
�      Debt tranches of collateralized debt obligations, which we refer
to as CDOs

�      Private equity investments, principally issued by financial
institutions

Residential real estate-related assets �      Residential mortgage-backed securities, which we refer to as
ABS-RMBS

We generate our income primarily from the spread between the revenues we receive from our assets and the cost to finance the purchase of those
assets and hedge interest rate risks. We generate revenues from the interest we earn on our whole loans, A notes, B notes, mezzanine debt,
CMBS, ABS-RMBS, other ABS, bank loans and payments on equipment leases and notes. The cost of borrowings to finance our investments
comprises a significant part of our expenses. Our net income will depend on our ability to control these expenses relative to our revenue. In our
commercial real estate loan portfolio, we use repurchase agreements as a short-term financing source, and collateralized debt obligations, which
we refer to as CDOs, and, to a lesser extent, other term financing as a long-term financing source. In our ABS-RMBS, CMBS, other ABS, bank
loans and equipment leases and notes, we use warehouse facilities as a short-term financing source and CDOs, and, to a lesser extent, other term
financing as a long-term financing source. We expect that our other term financing will consist of long-term match-funded financing provided
through long-term bank financing and asset-backed financing programs.

We have not adopted policies that require us to establish or maintain any specific asset allocations. As a result, we cannot predict the percentage
of our assets that we will invest in each asset class or whether we will invest in other asset classes or investments. Investing in multiple asset
classes does not reduce or eliminate many of the risks associated with our investment portfolio such as geographic concentration risk and credit
risk. We may change our investment strategies and policies, and the percentage of assets that may be invested in each asset class, without a vote
of our stockholders.

Because we elected and qualified to be taxed as a REIT and intend to operate our business so as to be excluded from regulation under the
Investment Company Act of 1940, as amended, we are required to invest a majority of our assets in qualifying real estate assets, such as whole
pool certificates which represent the entire beneficial interest in an underlying pool of mortgage loans, A notes, B notes with foreclosure rights
on the underlying mortgages, mezzanine debt that is the functional equivalent of second mortgage loans, mortgage loans and other liens on and
interests in real estate. Therefore, the percentage of our assets we may invest in other MBS, other B notes, other mezzanine debt, other ABS,
bank loans, equipment leases and notes, trust preferred securities, private equity and other types of investments is limited, unless those
investments comply with federal income tax requirements for REIT qualification and requirements that allow us to continue to be excluded from
Investment Company Act regulation.

Our principal office is located at 712 Fifth Avenue, 10th Floor, New York, New York 10019 and our telephone number is (212) 506-3870. Our
website is located at www.resourcecapitalcorp.com. The information found on, or otherwise accessible through, our website is not incorporated
into, and does not form a part of, this prospectus or any other report or document we file with or furnish to the SEC.

2

Edgar Filing: Resource Capital Corp. - Form S-3

Table of Contents 12



Table of Contents

RISK FACTORS

Investment in our securities involves a high degree of risk. You should carefully consider the risks described in the section �Risk Factors�
contained in our Annual Report on Form 10-K for the year ended December 31, 2006, which has been filed with the SEC and incorporated
herein by reference, in addition to the other information contained in this prospectus, in an applicable prospectus supplement, or incorporated by
reference herein, before purchasing any of our securities. Additional risks and uncertainties not currently known to us or that we currently deem
to be immaterial may also materially and adversely affect our business operations. Any of these risks described could materially adversely affect
our business, financial condition, results of operations, or ability to make distributions to our stockholders. In such case, you could lose a portion
of your original investment.

USE OF PROCEEDS

Unless otherwise set forth in a prospectus supplement, we intend to use the net proceeds of any offering of securities for general corporate
purposes, which may include, but not be limited to, refinancing or repayment of indebtedness, capital expenditures and working capital. Pending
any of these uses, the net proceeds of a sale will be held in interest-bearing bank accounts or invested in readily marketable, interest-bearing
securities.

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

Our ratio of earnings to combined fixed charges and preferred stock dividends for the periods indicated are set forth below. For purposes of
calculating the ratios set forth below, earnings represent pretax income from continuing operations, as adjusted for fixed charges; and fixed
charges represent interest expensed and capitalized, amortized premiums, discounts and capitalized expenses related to indebtedness, and an
estimate of the interest within rental expense. We have not issued any preferred stock as of the date of this prospectus, and, accordingly, we have
not paid any preferred stock dividends.

Six months ended
June 30,

2007

Year ended
December 31,

2006

For the period
from March 8,
2005 (date
operations
commenced)
through

December 31,
2005

(unaudited)
Ratio of earnings to combined fixed charges and preferred stock
dividends 1.34 1.15 1.25

3
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DESCRIPTION OF COMMON STOCK AND PREFERRED STOCK

The following is a summary description of our capital stock. Copies of our charter and bylaws are available upon request. See �Where You Can
Find More Information.�

General

Our charter provides that we may issue up to 500,000,000 shares of common stock and 100,000,000 shares of preferred stock, both having par
value $0.001 per share. As of October 8, 2007, we had 25,017,966 shares of common stock outstanding and no shares of preferred stock
outstanding. Under Maryland law, our stockholders are not personally liable for our debts and obligations solely as a result of their status as
stockholders.

Common Stock

All shares of our common stock have equal rights as to earnings, assets, distributions and voting and, when issued and paid for, will be duly
authorized, validly issued, fully paid and nonassessable. Distributions may be paid to the holders of our common stock if, as and when
authorized by our board of directors and declared by us out of funds legally available therefor. Shares of our common stock have no preemptive,
appraisal, preferential exchange, conversion or redemption rights and are freely transferable, except where their transfer is restricted by federal
and state securities laws, by contract or by the restrictions in our charter. In the event of our liquidation, dissolution or winding up, each share of
our common stock will be entitled to share ratably in all of our assets that are legally available for distribution after payment of or adequate
provision for all of our known debts and other liabilities and subject to any preferential rights of holders of our preferred stock, if any preferred
stock is outstanding at such time. Subject to our charter restrictions on the transfer and ownership of our stock and except as may be specified
otherwise in the terms of any class or series of our common stock, each share of our common stock entitles the holder to one vote on all matters
submitted to a vote of stockholders, including the election of directors. Except as provided with respect to any other class or series of stock, the
holders of our common stock will possess exclusive voting power. There is no cumulative voting in the election of directors, which means that
holders of a majority of the outstanding shares of common stock can elect all of our directors and holders of less than a majority of such shares
will be unable to elect any director.

Preferred Stock

The following description sets forth general terms and provisions of our authorized preferred stock. Any preferred stock issued under this
prospectus will be issued as one or more new series of preferred stock, the rights, preferences, privileges and restrictions of which will be fixed
by articles supplementary relating to each series. A prospectus supplement relating to each series will specify the terms of the preferred stock,
including:

� the maximum number of shares in the series and the designation of the series;

� the terms on which dividends, if any, will be paid;

� the terms on which the shares may be redeemed, if at all;

� the liquidation preference, if any;

� the terms of any retirement or sinking fund for the purchase or redemption of the shares of the series;

� the terms and conditions, if any, on which the shares of the series will be convertible into, or exchangeable for, shares of any other
class or classes of beneficial interests;

Edgar Filing: Resource Capital Corp. - Form S-3

Table of Contents 14



� the voting rights, if any, of the shares of the series; and

� any or all other preferences and relative, participating, operational or other special rights or qualifications, limitations or restrictions
of the shares.

4
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The description of preferred stock above is not complete. You should refer to the articles supplementary with respect to a series of preferred
stock for complete information concerning the terms of that series. A copy of the articles supplementary for each new series of preferred stock
will be filed with the SEC as an exhibit to the registration statement of which this prospectus is a part or as an exhibit to a filing incorporated by
reference in such registration statement.

Our board of directors may authorize the issuance of additional series of preferred stock with voting or conversion rights that could adversely
affect the voting power or other rights of common shareholders. The issuance of preferred stock could have the effect of delaying or preventing a
change in control, and may cause the market price of common stock to decline or impair the voting and other rights of the holders of common
stock.

Power to Reclassify Unissued Shares of Our Capital Stock

Our charter authorizes our board of directors to classify and reclassify any unissued shares of stock into other classes or series of stock, including
preferred stock. Before issuance of shares of each class or series, the board of directors is required by Maryland law and by our charter to set,
subject to our charter restrictions on the transfer and ownership of our stock, the terms, preferences, conversion or other rights, voting powers,
restrictions, limitations as to dividends or other distributions, qualifications and terms or conditions of redemption for each class or series. Thus,
the board of directors could authorize the issuance of shares of common stock or preferred stock with terms and conditions which could have the
effect of delaying, deferring or preventing a transaction or a change in control that might involve a premium price for holders of our common
stock or otherwise be in their best interests.

Power to Issue Additional Shares of Common Stock and Preferred Stock

We believe that the power of our board of directors to amend the charter without stockholder approval to increase the total number of authorized
shares of our stock or any class or series of our stock, to issue additional authorized but unissued shares of our common stock or preferred stock
and to classify or reclassify unissued shares of our common stock or preferred stock and thereafter to cause us to issue such classified or
reclassified shares of stock will provide us with increased flexibility in structuring possible future financings and acquisitions and in meeting
other needs which might arise. The additional classes or series, as well as our common stock, will be available for issuance without further
action by our stockholders, unless stockholder action is required by applicable law or the rules of any stock exchange or automated quotation
system on which our securities may be listed or traded. Although our board of directors has no intention at the present time of doing so, it could
authorize us to issue a class or series that could, depending upon the terms of such class or series, delay, defer or prevent a transaction or a
change in control of us that might involve a premium price for holders of our common stock or otherwise be in their best interests.

Restrictions on Ownership and Transfer

In order to qualify as a REIT under the Internal Revenue Code, our shares of capital stock must be beneficially owned by 100 or more persons
during at least 335 days of a taxable year of 12 months or during a proportionate part of a shorter taxable year. Also, no more than 50% of the
value of our outstanding shares of capital stock may be owned, directly or constructively, by five or fewer individuals (as defined in the Internal
Revenue Code to include certain entities) at any time during the second half of any calendar year.

Our charter, subject to certain exceptions, contains restrictions on the number of shares of our capital stock that a person may own and may
prohibit certain entities from owning our shares. Our charter provides that (subject to certain exceptions described below) no person may own, or
be deemed to own by virtue of the attribution provisions of the Internal Revenue Code, more than 9.8% in value or in number of shares,
whichever is more restrictive, of any class or series of our capital stock. Our board may, in its sole discretion, waive the 9.8% ownership limit
with respect to a particular stockholder if it is presented with evidence satisfactory to it that
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such ownership will not then or in the future jeopardize our qualification as a REIT. Our board has waived the ownership limit for Omega
Advisors, in its capacity as the manager of funds and investment accounts, and Resource America. Our board has set Omega�s and Resource
America�s ownership limit at 15% of our outstanding capital stock in the aggregate, provided that no one of Omega�s funds or accounts can own
more than 9.8% of our outstanding capital stock. Our board may reduce each of these ownership limits at its discretion; however, any such
reduction will not be effective as to shares then owned by Omega�s funds and accounts or by Resource America in excess of the reduced limit.
Each such fund or account would be deemed to be a separate holder for Internal Revenue Code purposes.

Our charter also prohibits any person from:

� beneficially or constructively owning shares of our capital stock that would result in our being �closely held� under
Section 856(h) of the Internal Revenue Code or otherwise cause us to fail to qualify as a REIT, and

� transferring shares of our capital stock if such transfer would result in our capital stock being owned by fewer than 100 persons.
Any person who acquires or attempts or intends to acquire beneficial or constructive ownership of shares of our capital stock that will or may
violate any of the foregoing restrictions on transferability and ownership, or who is the intended transferee of shares of our stock which are
transferred to the trust (as described below), will be required to give notice immediately to us and provide us with such other information as we
may request in order to determine the effect of such transfer on our qualification as a REIT. The foregoing restrictions on transferability and
ownership will not apply if our board of directors determines that it is no longer in our best interests to attempt to qualify, or to continue to
qualify, as a REIT.

Our board of directors, in its sole discretion, may exempt a person from the foregoing restrictions. The person seeking an exemption must
provide to our board of directors such representations, covenants and undertakings as our board of directors may deem appropriate in order to
conclude that granting the exemption will not cause us to lose our qualification as a REIT. Our board of directors may also require a ruling from
the Internal Revenue Service or an opinion of counsel in order to determine or ensure our qualification as a REIT.

Our charter provides that, until all classes of our equity securities are �publicly-traded� for purposes of resolutions issued by the U.S. Department
of Labor regarding assets of benefit plans, which we refer to as the DOL Plan Asset Regulations, equity participation in any class of our capital
stock by benefit plan investors is limited to less than 25% in the aggregate, disregarding for such purposes any stock held by persons or their
affiliates who have discretionary authority or control over our assets or who provide investment advice for a fee with respect to our assets (such
as the Manager and its affiliates), so that such participation in that class of our stock by benefit plan investors will not be deemed to be
�significant.�

Any attempted transfer of our stock which, if effective, would result in a violation of the foregoing restrictions will cause the number of shares
causing the violation (rounded to the nearest whole share) to be automatically transferred to a trust for the exclusive benefit of one or more
charitable beneficiaries, and the proposed transferee will not acquire any rights in such shares. The automatic transfer will be deemed to be
effective as of the close of business on the business day (as defined in our charter) before the date of the transfer. If, for any reason, the transfer
to the trust does not occur, our charter provides that the purported transfer in violation of the restrictions will be void ab initio. Shares of our
stock held in the trust will be issued and outstanding shares. The proposed transferee will not benefit economically from ownership of any shares
of stock held in the trust, will have no rights to distributions and no rights to vote or other rights attributable to the shares of stock held in the
trust. The trustee of the trust will have all voting rights and rights to distributions with respect to shares held in the trust. These rights will be
exercised for the exclusive benefit of the charitable beneficiary.
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Any distribution paid before our discovery that shares of stock have been transferred to the trust will be paid by the recipient to the trustee upon
demand. Any distribution authorized but unpaid will be paid when due to the trustee. Any distribution paid to the trustee will be held in trust for
the charitable beneficiary. Subject to Maryland law, the trustee will have the authority to rescind as void any vote cast by the proposed transferee
before our discovery that the shares have been transferred to the trust and to recast the vote in accordance with the desires of the trustee acting
for the benefit of the charitable beneficiary. However, if we have already taken irreversible corporate action, then the trustee will not have the
authority to rescind and recast the vote.

Within 20 days of receiving notice from us that shares of our stock have been transferred to the trust, the trustee will sell the shares to a person
designated by the trustee, whose ownership of the shares will not violate the above ownership limitations. Upon such sale, the interest of the
charitable beneficiary in the shares sold will terminate and the trustee will distribute the net proceeds of the sale to the proposed transferee and to
the charitable beneficiary as follows. The proposed transferee will receive the lesser of:

� the price paid by the proposed transferee for the shares or, if the proposed transferee did not give value for the shares in connection
with the event causing the shares to be held in the trust (e.g., a gift, devise or other similar transaction), the market price (as defined
in our charter) of the shares on the day of the event causing the shares to be held in the trust, and

� the price received by the trustee from the sale or other disposition of the shares. Any net sale proceeds in excess of the amount
payable to the proposed transferee will be paid immediately to the charitable beneficiary. If, before our discovery that shares of our
stock have been transferred to the trust, the shares are sold by the proposed transferee, then the shares shall be deemed to have been
sold on behalf of the trust and, to the extent that the proposed transferee received an amount for the shares that exceeds the amount
the proposed transferee was entitled to receive, the excess must be paid to the trustee upon demand.

In addition, shares of our stock held in the trust will be deemed to have been offered for sale to us, or our designee, at a price per share equal to
the lesser of:

� the price per share in the transaction that resulted in the transfer to the trust (or, in the case of a devise or gift, the market price at the
time of the devise or gift), and

� the market price on the date we, or our designee, accept the offer.
We will have the right to accept the offer until the trustee has sold the shares. Upon a sale to us, the interest of the charitable beneficiary in the
shares sold will terminate and the trustee will distribute the net proceeds of the sale to the proposed transferee.

All certificates representing shares of our capital stock will bear a legend referring to the restrictions described above.

Every owner of more than 5% (or such lower percentage as required by the Internal Revenue Code or the regulations promulgated thereunder) of
all classes or series of our stock, including shares of common stock, within 30 days after the end of each taxable year, will be required to give
written notice to us stating the name and address of such owner, the number of shares of each class and series of shares of our stock which the
owner beneficially owns and a description of the manner in which the shares are held. Each owner must provide us such additional information
as we may request in order to determine the effect, if any, of the beneficial ownership on our qualification as a REIT and to ensure compliance
with the ownership limitations. In addition, each such owner must, upon demand, provide to us such information as we may request, in good
faith, in order to determine our qualification as a REIT and to comply with the requirements of any taxing authority or governmental authority or
to determine such compliance.
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These ownership limitations could delay, defer or prevent a transaction or a change in control that might involve a premium price for the
common stock or might otherwise be in the best interests of our stockholders.

Registration Rights

In connection with our March 2005 private offering, we entered into a registration rights agreement with Credit Suisse Securities (USA) LLC on
behalf of the holders of common stock issued in the private offering. Pursuant to that agreement, we included in the registration statement
covering our February 2006 initial public offering 1,879,200 shares of common stock offered by certain selling stockholders who purchased
shares of our common stock originally issued and sold in the private placement. We also agreed, among other things, to file a shelf registration
statement for the resale of their shares; such registration statement was declared effective on February 21, 2007. We agreed to cause the shelf
registration statement to remain effective until the first to occur of (a) the disposition of all shares of common stock sold in the private placement
under a registration statement or pursuant to Rule 144, (b) the date on which the shares of common stock sold in the private placement are
saleable under Rule 144(k) under the Securities Act or (c) the date that is two years after the effective date of the shelf registration statement.

We also granted the Manager both piggyback registration rights and the right to demand that we register shares of restricted stock and shares of
common stock underlying the options issued to the Manager upon completion of the private offering and shares of common stock issued to the
Manager as incentive compensation under our management agreement.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company. We expect that American Stock
Transfer & Trust Company will act as the transfer agent for any preferred stock or warrants we may offer pursuant to a supplement to this
prospectus.
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DESCRIPTION OF WARRANTS

The following describes some of the general terms and provisions of warrants we may issue. Warrants may be issued independently or together
with any other securities offered by any prospectus supplement or any other offering materials and may be attached to or separate from those
securities. Warrants may be issued under warrant agreements to be entered into between us and a warrant agent or may be represented by
individual warrant certificates, all as specified in the applicable prospectus supplement or any other offering materials. The warrant agent, if any,
for any series of warrants will act solely as our agent and will not assume any obligation or relationship of agency or trust for or with any holders
or beneficial owners of warrants.

Reference is made to each prospectus supplement or any other offering materials for the specific terms of the warrants offered thereby. These
terms may include the following, as applicable:

� the title and aggregate number of the warrants;

� the price or prices at which the warrants will be issued;

� the title, amount and terms of the securities purchasable upon exercise of the warrants;

� the title, amount and terms of the securities offered with the warrants and the number of warrants issued with each such security;

� the date, if any, on and after which the warrants and the related securities will be separately transferable;

� the price at which the related securities may be purchased upon exercise of the warrants;

� the exercise period for the warrants;

� the minimum or maximum number of warrants which may be exercised at any one time;

� any applicable anti-dilution, redemption or call provisions;

� any applicable book-entry provisions;

� a discussion of federal income tax considerations, if any; and

� any other terms of the warrants.
Outstanding Warrants

On January 13, 2006, we issued 1,568,244 warrants to our stockholders of record on January 4, 2006, including holders of restricted stock, as a
dividend. Each warrant entitles the holder to purchase one share of our common stock at an exercise price of $15.00 per share. Stockholders
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received one warrant for each 10 shares of common stock held. If an existing stockholder owned shares in other than a ten-share increment, the
stockholder received an additional warrant. The warrants will expire on January 13, 2009, and became exercisable on January 13, 2007. The
exercise price of the warrants, and the number of shares issuable upon exercise of the warrants is subject to adjustment in the event of payment
of a stock dividend with respect to, or a distribution of shares of, our common stock, a combination or reclassification of our common stock, or a
consolidation or merger.

In connection with the January 2006 issuance of warrants, we agreed to file a shelf registration statement with respect to the underlying shares of
common stock. A registration statement covering the resales of such underlying common stock was declared effective on August 13, 2007.
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CERTAIN PROVISIONS OF THE MARYLAND GENERAL CORPORATION LAW AND OUR CHARTER AND BYLAWS

The following summarizes material provisions of Maryland law and our charter and bylaws and is subject to, and qualified in its entirety by,
reference to Maryland law and to our charter and bylaws.

The Maryland General Corporation Law, or MGCL, and our charter and bylaws contain provisions that could make it more difficult for a
potential acquirer to acquire us by means of a tender offer, proxy contest or otherwise. We expect that these provisions may discourage certain
coercive takeover practices and inadequate takeover bids and may encourage persons seeking to acquire control of us to negotiate first with our
board of directors. We believe that the benefits of these provisions outweigh the potential disadvantages of discouraging any such acquisition
proposals because, among other things, the negotiation of such proposals may improve their terms.

Number of Directors; Vacancies; Removal

Our charter provides that the number of directors will be set only by the board of directors in accordance with our bylaws. Our bylaws provide
that a majority of our entire board of directors may at any time increase or decrease the number of directors. However, unless our bylaws are
amended, the number of directors may never be less than five nor more than 15. Our bylaws currently provide that any vacancy may be filled by
a majority of the remaining directors, except a vacancy resulting from an increase in the number of directors must be filled by a majority of the
entire board of directors. Any individual elected to fill such vacancy will serve until the next annual meeting of stockholders, and until a
successor is duly elected and qualifies. However, our charter provides that, at such time as we have at least three independent directors and a
class of our common or preferred stock is registered under the Exchange Act, we elect to be subject to the provision of Subtitle 8 of Title 3 of the
MGCL regarding the filling of vacancies on the board of directors. Accordingly, at such time, except as may be provided by the board of
directors in setting the terms of any class or series of stock, any and all vacancies on the board of directors may be filled only by the affirmative
vote of a majority of the remaining directors in office, even if the remaining directors do not constitute a quorum, and any director elected to fill
a vacancy will serve for the remainder of the full term of the class in which the vacancy occurred and until a successor is duly elected and
qualifies.

Our charter provides that a director may be removed only for cause, as defined in our charter, and then only by the affirmative vote of at least
two-thirds of the votes entitled to be cast in the election of directors.

Action by Stockholders

Under the MGCL, stockholder action can be taken only at an annual or special meeting of stockholders or by unanimous written consent in lieu
of a meeting (unless the charter provides for a lesser percentage, which our charter does not). These provisions, combined with the requirements
of our bylaws regarding the calling of a stockholder-requested special meeting of stockholders discussed below, may have the effect of delaying
consideration of a stockholder proposal until the next annual meeting.

Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals

Our bylaws provide that with respect to an annual meeting of stockholders, nominations of individuals for election to the board of directors and
the proposal of business to be considered by stockholders may be made only

� pursuant to our notice of the meeting,

� by the board of directors or

� by a stockholder who was a stockholder of record both at the time of giving of notice by such stockholder as provided for in our
bylaws and at the time of the annual meeting and who is entitled to vote at the meeting and who has complied with the advance
notice procedures of the bylaws.
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With respect to special meetings of stockholders, only the business specified in our notice of the meeting may be brought before the meeting.
Nominations of individuals for election to the board of directors at a special meeting may be made only

� pursuant to our notice of the meeting,

� by the board of directors or

� provided that the board of directors has determined that directors will be elected at the meeting, by a stockholder who was a
stockholder of record both at the time of giving of notice by such stockholder as provided for in our bylaws and at the time of the
annual meeting and who is entitled to vote at the meeting and who has complied with the advance notice provisions of the bylaws.

The purpose of requiring stockholders to give us advance notice of nominations and other business is to afford our board of directors a
meaningful opportunity to consider the qualifications of the proposed nominees and the advisability of any other proposed business and, to the
extent deemed necessary or desirable by our board of directors, to inform stockholders and make recommendations about such qualifications or
business, as well as to provide a more orderly procedure for conducting meetings of stockholders. Although our bylaws do not give our board of
directors any power to disapprove stockholder nominations for the election of directors or proposals recommending certain action, they may
have the effect of precluding a contest for the election of directors or the consideration of stockholder proposals if proper procedures are not
followed and of discouraging or deterring a third party from conducting a solicitation of proxies to elect its own slate of directors or to approve
its own proposal without regard to whether consideration of such nominees or proposals might be harmful or beneficial to us and our
stockholders.

Calling of Special Meetings of Stockholders

Our bylaws provide that special meetings of stockholders may be called by our board of directors and certain of our officers. Additionally, our
bylaws provide that, subject to the satisfaction of certain procedural and informational requirements by the stockholders requesting the meeting,
a special meeting of stockholders shall be called by the secretary of the corporation upon the written request of stockholders entitled to cast not
less than a majority of all the votes entitled to be cast at such meeting.

Approval of Extraordinary Corporate Action; Amendment of Charter and Bylaws

Under Maryland law, a Maryland corporation generally cannot dissolve, amend its charter, merge, sell all or substantially all of its assets, engage
in a share exchange or engage in similar transactions outside the ordinary course of business, unless approved by the affirmative vote of
stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland corporation may provide in its
charter for approval of these matters by a lesser percentage, but not less than a majority of all of the votes entitled to be cast on the matter. Our
charter generally provides for approval of charter amendments and extraordinary transactions, which have been first declared advisable by our
board of directors, by the stockholders entitled to cast at least a majority of the votes entitled to be cast on the matter.

Our bylaws provide that the board of directors will have the exclusive power to adopt, alter or repeal any provision of our bylaws and to make
new bylaws.

No Appraisal Rights

As permitted by the MGCL, our charter provides that stockholders will not be entitled to exercise appraisal rights.

Control Share Acquisitions

The Maryland Control Share Acquisition Act provides that control shares of a Maryland corporation acquired in a control share acquisition have
no voting rights except to the extent approved by a vote of two-thirds
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of the votes entitled to be cast on the matter. Shares owned by the acquirer, by officers or by directors who are employees of the corporation are
excluded from shares entitled to vote on the matter.

Control shares are voting shares of stock which, if aggregated with all other shares of stock owned by the acquirer or in respect of which the
acquirer is able to exercise or direct the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquirer to
exercise voting power in electing directors within one of the following ranges of voting power:

� one-tenth or more but less than one-third;

� one-third or more but less than a majority; or

� a majority or more of all voting power.
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