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PART L.

ITEM 1. FINANCIAL STATEMENTS.

FINANCIAL INFORMATION

RESOURCE AMERICA, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

ASSETS

Cash

Restricted cash

Receivables

Receivables from managed entities and related parties, net
Investments in commercial finance - held for investment, net
Investments in commercial finance - held for sale, net
Investments in real estate, net

Investment securities available-for-sale, at fair value
Investments in unconsolidated entities

Property and equipment, net

Deferred tax assets

Goodwill

Intangible assets, net

Other assets

Total assets

LIABILITIES AND EQUITY

Liabilities:

Accrued expenses and other liabilities

Payables to managed entities and related parties
Borrowings

Deferred tax liabilities

Total liabilities

Commitments and contingencies

Equity:
Preferred stock, $1.00 par value, 1,000,000 shares authorized,
none outstanding
Common stock, $.01 par value, 49,000,000 shares authorized,
and 27,757,849 shares issued, respectively (including nonvest
restricted stock of 531,603 and 552,461, respectively)
Additional paid-in capital
Accumulated deficit
Treasury stock, at cost; 9,193,728 and 9,213,665 shares, respe
Accumulated other comprehensive loss
Total stockholders’ equity
Noncontrolling interests
Total equity
Total liabilities and equity

27,761,974
ed

ctively

The accompanying notes are an integral part of these statements

December 31, September 30,
2009 2009
(unaudited) (as revised)
$ 8,409 $§ 26,197

2,231 2,741

852 1,358

61,249 55,047

1,776 2,429

132,621 142,701

27,631 27,313

20,022 19,500

14,420 16,241

12,689 13,435

45,552 45,656

7,969 7,969

3,441 3,637

11,738 11,616

$ 350,600 $ 375,840

$ 32,107 § 40,986

245 1,284

174,030 191,383

2,046 2,046

208,428 235,699

272 272

279,689 277,944
(22,040) (22,471)
(100,150) (100,367)
(15,517) (15,560)

142,254 139,818

(82) 323

142,172 140,141

$ 350,600 $ 375,840
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RESOURCE AMERICA, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

(unaudited)

REVENUES:

Real estate

Commercial finance
Financial fund management

COSTS AND EXPENSES:

Real estate

Commercial finance

Financial fund management

General and administrative

Loss (gain) on sales of leases and loans
Provision for credit losses
Depreciation and amortization

OPERATING INCOME

OTHER (EXPENSE) INCOME:
Impairment losses on investment securities
Recognized in other comprehensive loss

Net impairment losses recognized in earnings
Interest expense

Other income, net

Income (loss) from continuing operations before taxes
Income tax provision (benefit)

Income (loss) from continuing operations

Income from discontinued operations, net of tax

Net income (loss)
Add: Net loss attributable to the noncontrolling interests

Net income (loss) attributable to common shareholders

Basic income (loss) per share attributable to common shareholders:
Continuing operations
Discontinued operations

Net income (loss)
Weighted average shares outstanding

Diluted income (loss) per share attributable to common shareholders:

Continuing operations
Discontinued operations
Net income (loss)

Weighted average shares outstanding
Dividends declared per common share

Amounts attributable to common shareholders:
Income (loss) from continuing operations, net of tax
Discontinued operations, net of tax

Net income (loss)

The accompanying notes are an integral part of these statements

Three Months Ended
December 31,
2009 2008
(as revised)
6,947 $ 6,890
8,823 15,151
9,652 9,919
25,422 31,960
4,727 5,918
4,575 7,449
4,704 5,728
3,432 4,008
582 (233)
776 3,744
2,206 1,547
21,002 28,161
4,420 3,799
(929)
929
- (4,923)
(3,817) (8,399)
570 1,699
(3,247) (11,623)
1,173 (7,824)
585 (4,146)
588 (3,678)
= 75
588 (3,603)
383 383
971  § (3,220)
005 $ (0.18)
0.05 $ (0.18)
18,689 18,221
005 §$ (0.18)
005 §$ (0.18)
18,962 18,221
003 $ 0.07
971 § (3,295)
= 75
971  §$ (3,220)
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Balance at

October 1, 2009 $

Net income
attributable to
common
shareholders
Loss attributable
to
noncontrolling
interests
Issuance of
warrants in

the senior note
offering
Treasury shares
issued
Equity-based
awards

Cash dividends
Other
comprehensive
income (loss)
Balance at
December 31,
2009

RESOURCE AMERICA, INC.
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
THREE MONTHS ENDED DECEMBER 31, 2009
(in thousands)
(unaudited)

Attributable to Common Shareholders

Accumulated
Other
Comprehensive
(Loss) Income

Additional
Paid-In
Capital

Total
Stockholders’
Equity

Accumulated
Deficit

Common
Stock

Treasury
Stock

Noncontrolling
Interests

Total
Equity

Comprehensive
Income (Loss)

212 8 277,944 $ (22471) $  (100,367) $ (15,560) $ 139,818 $ 323§

971 971

(383)

1,042
85
835

(540)

43 43 (33)

140,141

971 § 971

(383) (383)
1,042
85
846
(540)

10

$ 272 $

279,689 $ (22,040) $  (100,150) $ (15,517) $ 142254 $ (82) $

142,172 $ 598

The accompanying notes are an integral part of this statement
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RESOURCE AMERICA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) attributable to common shareholders
Adjustments to reconcile net income (loss) attributable to common shareholders
to net cash used in operating activities:

Net impairment losses recognized in earnings

Depreciation and amortization

Provision for credit losses

Equity in (earnings) losses of unconsolidated entities
Distributions from unconsolidated entities

Loss (gain) on sale of leases and loans

Gain on sale of assets

Deferred income tax provision (benefit)

Equity-based compensation issued

Equity-based compensation received

Decrease (increase) in commercial finance investments — held for sale
Change in operating assets and liabilities

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Capital expenditures

Purchase of commercial finance assets held for investment
Payments received on sale of commercial finance assets — held for investment
Purchase of loans and investments

Proceeds from sale of loans and investments

Principal payments received on loans

Other

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Increase in borrowings

Principal payments on borrowings

Dividends paid

Decrease in restricted cash

Purchase of subsidiary stock held by a noncontrolling stockholder
Net cash (used in) provided by financing activities

(Decrease) increase in cash

Cash at beginning of year

Cash at end of period

The accompanying notes are an integral part of these statements

Three Months Ended
December 31,
2009 2008
$ 971 § (3,220)
— 4,923
3,173 2,011
776 3,744
(3,405) 314
1,176 1,548
582 (233)
(244) (3)
34 (1,084)
1,120 1,204
(375) (103)
8,386 (23,443)
(13.,431) (2,441)
(1,237) (16,783)
(118) (127)
= (41,942)
- 13,881
(1,640) (11,244)
2,274 3,419
= 2,024
(412) (3,320)
104 (37,309)
45,701 163,095
(62,326) (108,601)
(540) (1,234)
510 2,268
= (264)
(16,655) 55,264
(17,788) 1,172
26,197 14,910
$ 8,409 $ 16,082
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2009
(unaudited)

NOTE 1 - MANAGEMENT’S OPINION REGARDING INTERIM FINANCIAL STATEMENTS

Resource America, Inc. (the "Company") (NASDAQ: REXI) is a specialized asset management company that uses industry specific
expertise to evaluate, originate, service and manage investment opportunities through its real estate, commercial finance and financial
fund management operating segments. As a specialized asset manager, the Company seeks to develop investment funds for outside
investors for which the Company provides asset management services, typically under long-term management and operating
arrangements either through a contract with, or as the manager or general partner of, the sponsored fund. The Company limits its
investment entities to investment areas where it owns existing operating companies or has specific expertise. The Company manages
assets on behalf of institutional and individual investors and Resource Capital Corp. (“RCC”) (NYSE: RSO), a diversified real estate
finance company that qualifies as a real estate investment trust (“REIT”).

The consolidated financial statements and the information and tables contained in the notes thereto as of December 31, 2009 and for
the three months ended December 31, 2009 and 2008 are unaudited. Certain information and footnote disclosures normally included
in financial statements prepared in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”) have been condensed or omitted pursuant to the rules and regulations of the Securities and Exchange Commission
(“SEC”). However, in the opinion of management, these interim financial statements include all the necessary adjustments to present
fairly the results of the interim periods presented. The unaudited interim consolidated financial statements should be read in
conjunction with the audited consolidated financial statements included in the Company’s Annual Report on Form 10-K for the fiscal
year ended September 30, 2009 (“fiscal 2009”). The results of operations for the three months ended December 31, 2009 may not
necessarily be indicative of the results of operations for the full fiscal year ending September 30, 2010 (“fiscal 2010™).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its subsidiaries.

When the Company obtains an explicit or implicit interest in an entity, the Company evaluates the entity to determine if the entity is a
variable interest entity (“VIE”), and, if so, whether or not the Company is deemed to be the primary beneficiary of the
VIE. Generally, the Company consolidates VIEs for which the Company is deemed to be the primary beneficiary or for non-VIEs
which the Company controls. The primary beneficiary of a VIE is the variable interest holder that absorbs the majority of the
variability in the expected losses or the residual returns of the VIE. When determining the primary beneficiary of a VIE, the Company
considers its aggregate explicit and implicit variable interests as a single variable interest. If the Company’s single variable interest
absorbs the majority of the variability in the expected losses or the residual returns of the VIE, the Company is considered the primary
beneficiary of the VIE. The Company reconsiders its determination of whether an entity is a VIE and whether the Company is the
primary beneficiary of such VIE if certain events occur.

Variable interests in the Company’s real estate segment relate to subordinated financings in the form of mezzanine loans or
unconsolidated real estate interests. As of December 31 and September 30, 2009, the Company had two such interests, respectively,
wherein the Company was deemed to be the primary beneficiary of the VIE and the entities were included in the consolidated
financial statements.

All intercompany transactions and balances have been eliminated in the Company’s consolidated financial statements.

(Back to Index)
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (continued)
Investments in Unconsolidated Entities

The Company accounts for the investments it has made in the real estate, commercial finance and financial fund management
investment entities it has sponsored and manages under the equity method of accounting since the Company has the ability to exercise
significant influence over the operating and financial decisions of these entities.

Real estate. The Company has sponsored and manages eight real estate limited partnerships, five limited liability companies and seven
tenant in common (“TIC”) property interest programs that invest in multifamily residential properties. The Company’s combined
interests in these investment entities range from approximately 5% to 11%. In addition, the Company has filed a registration
statement with the SEC for Resource Real Estate Opportunity REIT, Inc. which will seek to obtain up to $750.0 million in investor
funding.

Commercial finance. The Company has interests in four company-sponsored and managed commercial finance investment
partnerships, one of which closed its offering as of October 2009. The Company’s combined general and limited partner interests in
these partnerships range from approximately 1% to 6%.

Financial fund management. The Company has general and limited partnership interests in five company-sponsored and managed
partnerships that invest in regional banks. The Company’s combined general and limited partnership interests in these partnerships
range from approximately 5% to 10%. The Company also manages and has a combined 10% general and limited partnership interest
in an affiliated partnership organized as a credit opportunities fund that invests in bank loans and high yield bonds.

Use of Estimates

Preparation of the Company’s consolidated financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities as of the date of the consolidated financial statements and the reported amounts of revenues and costs and expenses during
the reporting period. The Company makes estimates of its allowance for credit losses, the valuation allowance against its deferred tax
assets, discounts on management fees, and in determining whether a decrease in the fair value of an investment is an
other-than-temporary impairment. Significant estimates for the commercial finance segment include the unguaranteed residual values
of leased equipment, impairment of long-lived assets and goodwill. The financial fund management segment makes assumptions in
determining the fair value of its investments in securities available-for-sale and in estimating the liability, if any, for clawback
provisions on certain of its partnership interests. The Company used assumptions, specifically inputs into the Black-Scholes pricing
model and the discounted cash flow model, in computing the fair value of the 12% senior notes it issued in September and October
2009 (“Senior Notes”) and related warrants. Actual results could differ from these estimates.

Reclassifications

Certain reclassifications have been made to the fiscal 2009 consolidated financial statements to conform to the fiscal 2010
presentation. Minority interests, previously classified as a liability, are now presented as noncontrolling interests as a separate
component of equity. In addition, minority interest expense of $383,000 (net of tax benefit of $431,000) for the three months ended
December 31, 2008 has been reclassified as noncontrolling interests, net of tax.

Concentration of Credit Risk

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of periodic
temporary cash investments and restricted cash. The Company places its temporary cash and restricted cash in high quality short-term
money market instruments with high-quality financial institutions and brokerage firms. At December 31, 2009, the Company had
$11.1 million in deposits at various banks (excluding restricted cash), of which $7.5 million was over the temporary insurance limit of
the Federal Deposit Insurance Corporation of $250,000 through December 31, 2013. No losses have been experienced on such
investments.

In addition, the Company’s receivables from managed entities are comprised of unsecured amounts due from entities which the
Company has sponsored and manages. The Company evaluates the collectability of these receivables and records a present value
discount in the event the entities are unable to repay the Company in the near term. In the event that any of these entities fail, the
corresponding receivable balance would be at risk.

(Back to Index)
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (continued)
Investments in Commercial Finance

The Company’s investments in commercial finance consist of loans, direct financing leases, operating leases and future payment card
receivables. Those investments that the Company is holding for sale to its investment entities are reflected separately at fair value as
held for sale in the consolidated balance sheets.

Loans. For term loans, the investment consists of the sum of the total future minimum loan payments receivable less unearned finance
income. Unearned finance income, which is recognized as revenue over the term of the financing by the effective interest method,
represents the excess of the total future minimum contracted payments over the original cost of the loan. For all other loans, interest
income is recorded at the stated rate on the accrual basis to the extent that such amounts are expected to be collected.

Direct financing leases. Certain of the Company’s lease transactions are accounted for as direct financing leases (as
distinguished from operating leases). Such leases transfer substantially all of the benefits and risks of equipment ownership to the
customer. The Company’s investment in direct financing leases consists of the sum of the total future minimum contracted payments
receivable and the estimated unguaranteed residual value of leased equipment, less unearned finance income. Unearned finance
income, which is recognized as revenue over the term of the financing by the effective interest method, represents the excess of the
total future minimum lease payments plus the estimated unguaranteed residual value expected to be realized at the end of the lease
term over the cost of the related equipment. Initial direct costs incurred in the consummation of the lease are capitalized as part of the
investment in lease receivables and amortized over the lease term as a reduction of the yield. The Company discontinues recognizing
revenue for lease and loans for which payments are more than 90 days past due. Fees from delinquent payments are recognized when
received.

Operating leases. Leases not meeting any of the criteria to be classified as direct financing leases are deemed to be operating
leases. The cost of the leased equipment, including acquisition fees associated with lease placements, is recorded as an asset and
depreciated on a straight-line basis over the equipment’s estimated useful life, generally up to seven years. Rental income consists
primarily of monthly periodic rental payments due under the terms of the leases. The Company recognizes rental income on a
straight-line basis.

During the lease term of existing operating leases, the Company may not recover all of the cost and related expenses of its rental
equipment and, therefore, it is prepared to remarket the equipment in future years. The Company’s policy is to review, on at least a
quarterly basis, the expected economic life of its rental equipment in order to determine the recoverability of its undepreciated
cost. The Company writes down its rental equipment to its estimated net realizable value when it is probable that its carrying amount
exceeds such value and the excess can be reasonably estimated; gains are only recognized upon actual sale of the rental
equipment. There were no write-downs of equipment during the first quarter of fiscal 2010.

Future payment card receivables. Merit Capital Advance (“Merit”), a subsidiary of the Company, provides capital advances to small
businesses based on future credit card receipts. Merit is no longer originating any new business and collection of the remaining
receivables are not reasonably estimable. Accordingly, these future credit card receivables are being accounted for on the cost
recovery method whereby income is not recognized until the basis of the receivable has been fully recovered.

Allowance for credit losses. The Company evaluates the adequacy of the allowance for credit losses in commercial finance (including
investments in leases, loans and future payment card receivables) based upon, among other factors, management’s historical
experience with the commercial finance portfolios it manages, an analysis of contractual delinquencies, economic conditions and
trends, industry statistics and equipment finance portfolio characteristics, as adjusted for expected recoveries. In evaluating historic
performance of leases and loans, the Company performs a migration analysis, which estimates the likelihood that an account
progresses through delinquency stages to ultimate write-off.

Investments in commercial finance assets - held for sale. Commercial finance assets, which the Company does not have the intent to
hold until maturity, are classified as investments in commercial finance assets held for sale. These investments, which primarily
consist of loans and direct financing leases, are carried at the lower of cost or fair value. Cost basis includes deferred origination fees
and costs. Fair value is determined based upon discounted cash flow models.

(Back to Index)
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (continued)
Investments in Real Estate

Included in investments in real estate are loans that management has the intent and ability to hold for the foreseeable future or until
maturity or payoff. These loans are reflected as the amount of unpaid principal, reduced by unearned income and any allowance for
credit losses. Interest on these loans is calculated based upon the principal amount outstanding. The Company ceases to accrue
interest on a real estate loan when it believes that, after considering economic factors, business conditions and collection efforts, the
borrower’s financial condition is such that collection of interest is doubtful.

An impaired real estate loan may remain on accrual status during the period in which the Company is pursuing repayment of the loan;
however, the loan is placed on non-accrual status at such time as either (i) management believes that contractual debt service
payments will not be met; (ii) the loan becomes 90 days delinquent; or (iii) management determines the borrower is incapable of, or
has ceased efforts toward, curing the cause of the impairment. While on non-accrual status, the Company only recognizes interest
income when payments are received.

The Company maintains an allowance for credit losses at a level deemed sufficient to absorb probable losses. The Company considers
general and local economic conditions, neighborhood values, competitive overbuilding, casualty losses and other factors that may
affect the value of real estate loans. The value of loans and real estate may also be affected by factors such as the cost of compliance
with regulations and liability under applicable environmental laws, changes in interest rates and the availability of financing. Income
from a property will be reduced if a significant number of tenants are unable to pay rent or if available space cannot be rented on
favorable terms. In addition, the Company reviews all credits on a quarterly basis and continually monitors collections and payments
from its borrowers and maintains an allowance for credit losses based upon its historical experience and its knowledge of specific
borrower collection issues. The Company reduces its investments in real estate loans and real estate by an allowance for amounts that
may become unrealizable in the future. Such allowance can be either specific to a particular loan or general to all loans.

Investment Securities Available-for-Sale

The Company’s investment securities available-for-sale, including its investments in the collateralized debt obligation (“CDO”)
issuers it has sponsored, are carried at fair value. The fair value of these CDO investments is based primarily on internally generated
expected cash flow models that require significant management judgment and estimation due to the lack of market activity and
unobservable pricing inputs. The Company’s investments in affiliates, including holdings in The Bancorp, Inc. (“TBBK”)
(NASDAQ: TBBK) and RCC, are valued at the closing price of the respective stock. The fair value of the cumulative net unrealized
gains and losses on these investment securities, net of tax, are reported through accumulated other comprehensive loss. Realized gains
and losses on the sale of investments are determined on the basis of specific identification and are included in net income (loss).

The Company recognizes a realized loss when it is probable there has been an adverse change in the security holder’s estimated cash
flow from what was previously projected. The security is then written down to fair value, and the unrealized loss is transferred from
accumulated other comprehensive loss to the consolidated statements of operations as a reduction of current earnings. The cost basis
adjustment for other-than-temporary impairment would be recoverable only upon the sale or maturity of the security.

Periodically, the Company reviews the carrying value of its available-for-sale securities. If the Company deems an unrealized loss
to be other-than-temporary, it will record an impairment charge. The Company’s process for identifying declines in the fair value of
investments that are other-than-temporary involves consideration of several factors. These factors include (i) the duration of a
significant decline in value, (ii) the liquidity, business prospects and overall financial condition of the issuer, (iii) the magnitude of
the decline, (iv) the collateral structure and other credit support, as applicable, and (v) the Company’s intent and ability to hold the
investment until the value recovers. When the analysis of the above factors results in a conclusion that a decline in fair value is
other-than-temporary, the cost of the investment is written down to fair value and the unrealized loss is transferred from
accumulated other comprehensive income to the consolidated statements of operations as a reduction in current earnings.

The Company recognizes dividend income on its securities classified as available-for-sale on the ex-dividend date.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (continued)
Goodwill

Goodwill and other intangible assets with indefinite lives are not amortized. Instead, a review for impairment is performed at least
annually or more frequently if events and circumstances indicate impairment might have occurred. Goodwill is tested at the reporting
unit level using a two-step process. The first step is a screen for potential impairment by comparing the fair value of a reporting unit
to its carrying value. If the fair value of a reporting unit exceeds the carrying value of the net assets assigned to a reporting unit,
goodwill is considered not impaired and no further testing is required. If the fair value is less than the carrying value, step two is
completed to measure the amount of impairment, if any. In step two, the implied fair value of goodwill is compared to its carrying
amount. The implied fair value of goodwill is computed by subtracting the sum of the fair values of the individual asset categories
(tangible and intangible) from the indicated fair value of the reporting unit as determined under step one. An impairment is
recognized to the extent that the carrying amount of goodwill exceeds its implied fair value.

The Company utilizes the discounted cash flow approach to estimate the fair value of its reporting unit for its impairment review of
goodwill. The discounted expected cash flow approach requires assumptions and estimates of many critical factors, including revenue
and market growth, operating cash flows, market multiples, and discount rates. These assumptions are based on the current economic
environment and credit market conditions.

The Company’s commercial finance operating segment has goodwill of $8.0 million which is tested annually in May for
impairment. Due to the potential impact of the economic recession and the scarcity of debt financing in the marketplace, the
Company performed an interim assessment of its goodwill for impairment as of September 30, 2009 at the commercial finance
reporting unit level. Based on a third-party valuation as well as test results that were internally generated, the Company concluded
that there was no impairment of its goodwill at the interim date of September 30, 2009. Additionally, management concluded that
there were no triggering events during the three months ended December 31, 2009.

Recent Accounting Standards

Accounting Standard Issued But Not Yet Effective
The Financial Accounting Standards Board (“FASB”) has issued the following accounting standard which is not yet effective for the

Company as of December 31, 2009:

Consolidations. In June 2009, the FASB issued guidance which requires a qualitative approach to identifying a controlling financial
interest in an entity, an ongoing assessment of whether an entity is a VIE and whether an interest in a VIE makes the holder the
primary beneficiary of the VIE. The FASB also issued guidance which eliminates the concept of a qualifying special-purpose entity,
changes the requirements for derecognizing financial assets and requires greater transparency of related disclosures. This guidance is
effective for the Company beginning October 1, 2010.

The Company is still evaluating the impact this guidance will have on its consolidated financial position, results of operations and
cash flows.

Newly Adopted Accounting Principles
The Company adopted the following accounting standards during the first quarter of fiscal 2010:

Participating Securities. In June 2008, the FASB issued guidance which requires nonvested equity awards that are participating
securities prior to vesting to be included in the earnings allocation in computing earnings per share. All prior-period earnings per
share data presented have been adjusted accordingly.

Noncontrolling Interests. In December 2007, the FASB established accounting and reporting standards for the noncontrolling
(minority) interest in a subsidiary and for the deconsolidation of a subsidiary. The Company has accordingly reclassified its minority
interest as a noncontrolling ownership interest in the consolidated entity and reported it as a component of equity in the consolidated
financial statements.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (continued)
Recent Accounting Standards — (continued)

In addition, the standard requires that losses are to be attributed to the noncontrolling interest, even when the carrying value of the
noncontrolling interest has been reduced to zero. Accordingly, for the three months ended December 31, 2009, the Company
attributed $378,000 (net of tax of $271,000) of losses related to its commercial finance and financial fund management operations to
the noncontrolling interests. If the Company had not followed the new guidance, net loss attributable to the noncontrolling interests,
net income and per share amounts attributable to common shareholders would have been as follows (in thousands, except per share
amounts):

Three Months
Ended
December 31,
2009
Net income $ 588
Net loss attributable to the noncontrolling interests 5
Net income attributable to common shareholders $ 593
Basic earnings per common share:
Continuing operations $ 0.03
Net income $ 0.03
Weighted average shares outstanding 18,689
Diluted earnings per common share:
Continuing operations $ 0.03
Net income $ 0.03
Weighted average shares outstanding 18,962

The adoption of these standards, other than noncontrolling interests as noted above, did not have a material impact on the Company’s
consolidated financial position, results of operations or cash flows.

NOTE 3 — SUPPLEMENTAL CASH FLOW INFORMATION

The following table presents supplemental cash flow information (in thousands):

Three Months Ended
December 31,

2009 2008
Cash paid during the period for:
Interest $ 2903 $ 7,057
Income taxes 404 12
Non-cash activities include the following:
Fair value of warrants recorded as a discount to the Senior Notes 2,339 -
Transfer of commercial finance assets held for investment to held for sale - 36,916
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)
NOTE 4 - INVESTMENTS IN COMMERCIAL FINANCE

Commercial Finance Assets

The Company’s investments in commercial finance include the following (in thousands):

December 31, 2009 September 30, 2009
Held for Held for Held for Held for
Investment Sale Total Investment Sale Total
Loans (1) $ 447 $ 42247 $ 42,694 $ 385§ 60,441 $ 60,826
Direct financing leases, net 1,050 75,469 76,519 1,480 72,236 73,716
Future payment card receivables,
net 2,956 = 2,956 3,774 = 3,774
Assets subject to operating leases,
net (2) 63 14,905 14,968 - 10,024 10,024
Allowance for credit losses (2,740) — (2,740) (3,210) — (3,210)
Investments in commercial

finance, net $ 1,776 ' $ 132,621 § 134,397 $ 2,429 § 142,701 § 145,130

(1) The interest rates on loans generally range from 8% to 15%.

(2) Net of accumulated depreciation of $1.3 million and $737,000 for commercial finance assets held for sale as of December 31 and
September 30, 2009, respectively, and $37,000 and $0 for commercial finance assets held for investment as of December 31 and
September 30, 2009, respectively.

The components of direct financing leases are as follows (in thousands):

December 31, 2009 September 30, 2009
Held for Held for Held for Held for
Investment Sale Total Investment Sale Total
Total future minimum lease
payments receivables $ 1,306 $ 88,468 $ 89,774 $ 1,959 $ 84534 §$§ 86,493
Initial direct costs, net of
amortization 7 1,201 1,208 6 1,157 1,163
Unguaranteed residuals 18 4,002 4,020 17 3,376 3,393
Security deposits - (198) (198) (87) (69) (156)
Unearned income (281) (18,004) (18,285) (415) (16,762) (17,177)
Investments in direct financing
leases, net $ 1,050 $§ 75469 $§ 76,519 $ 1,480 § 72236 $§ 73,716

The following table summarizes the activity in the allowance for credit losses for commercial finance assets held for investment (in
thousands):

Three Months Ended
December 31,

2009 2008
Balance, beginning of period $ 3210  $ 1,750
Provision for credit losses 776 1,977
Charge-offs (1,246) (762)
Recoveries — 5
Balance, end of period $ 2,740 $ 2,970

Leases and loans on non-accrual status as of December 31, 2009 and September 30, 2009 totaled $1.6 million and $1.9 million,
respectively. Future payment card receivables on non-accrual, which were fully reserved against, totaled $2.2 million and $2.6
million as of December 31 and September 30, 2009, respectively. The Company determined that the amount and timing of future cash
collections on the remaining $736,000 of the future payment card receivables at December 31, 2009 was not reasonably estimable and,
therefore, accounts for these receivables on the cost recovery method.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)
NOTE 5 - INVESTMENTS IN REAL ESTATE

The following is a summary of the changes in the Company’s investments in real estate (in thousands):

December 31, September 30,

2009 2009
Real estate loans:
Balance, beginning of year $ 4,447 3 17,413
Collection of principal - (9,373)
Foreclosure - (2,837)
Interest received = (1,249)
Accreted and accrued interest income 43 493
Balance, end of year 4,490 4,447
Less allowance for credit losses (1,585) (1,585)
Real estate loans, net 2,905 2,862
Real estate:
Ventures 8,669 8,189
Owned, net of accumulated depreciation of $3,405 and $3,212 16,057 16,262
Total real estate 24,726 24,451
Investments in real estate, net $ 27,631 $ 27313

The following table summarizes the activity in the allowance for credit losses on real estate loans (in thousands):

Three Months Ended
December 31,
2009 2008
Balance, beginning of period $ 1,585 $ 1,129
Provision for credit losses — 29
Balance, end of period $ 1,585 $ 1,158

The Company had a $1.6 million loan which was on non-accrual status and was fully reserved for at December 31 and September 30,
2009. The amount of interest foregone on this non-accrual loan for the three months ended December 31, 2009 and 2008 was $24,000
and $23,000, respectively.

NOTE 6 — INVESTMENT SECURITIES AVAILABLE-FOR-SALE

The following table discloses the pre-tax unrealized gains (losses) relating to the Company’s investments in available-for-sale
securities (in thousands):

Cost or Unrealized Unrealized
Amortized Cost Gains Losses Fair Value

December 31, 2009:

CDO securities $ 9,881 $ 641 $ (1,416) $ 9,106
Equity securities 30,749 22 (19,855) 10,916
Total $ 40,630 $ 663 $ (21,271) $ 20,022
September 30, 2009:

CDO securities $ 9,777 $ 268 $ (1,800) $ 8,245
Equity securities 30,180 — (18,925) 11,255
Total $ 39,957 § 268 $ (20,725) $ 19,500

The CDO securities represent the Company’s retained equity investments in six CDO issuers that it has sponsored and manages. The
investments held by the respective CDO issuers are sensitive to interest rate fluctuations, which accordingly, impact their fair value.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 6 — INVESTMENT SECURITIES AVAILABLE-FOR-SALE — (continued)
The Company holds 2.2 million shares of RCC common stock and options to acquire and additional 2,166 shares (exercise price of
$15.00 per share). The Company holds 18,972 shares of TBBK common stock. These investments are pledged as collateral on the

Company’s secured corporate credit facilities.

Unrealized losses along with the related fair value aggregated by the length of time the investments were in a continuous unrealized
loss position, are as follows (in thousands, except number of securities):

Less than 12 Months More than 12 Months
Unrealized Number of Unrealized Number of
Fair Value Losses Securities Fair Value Losses Securities

December 31, 2009:

CDO securities $ - 93 - - $ 3,907 $ (1,416) 2
Equity securities — — — 10,786 (19,855) 1
Total $ - 3 - - $ 14,693 § (21,271) 3
September 30, 2009:

CDO securities $ - 3 - = $ 7,111  $ (1,800) 4
Equity securities — — — 11,255 (18,925) 1
Total $ - $ - - $ 18,366 $ (20,725) 5

The unrealized losses in the above table are considered to be temporary impairments due to market factors and are not reflective of
credit deterioration. The Company has performed credit analyses in relation to these investments and believes the carrying value of
these investments to be fully recoverable over their expected holding period. The Company considers, among other factors, the
expected cash flows to be received from investments, recent transactions in the public markets, portfolio quality and industry sector of
the investees when determining impairment. Further, because of its intent and ability to hold these investments, the Company does
not consider these unrealized losses to be other-than-temporary impairments.

Realized losses. During the three months ended December 31, 2008, the Company recorded charges of $4.9 million for the
other-than-temporary impairment of certain of its investments in CDOs, primarily those with investments in financial institutions and
real estate asset-backed securities (“ABS”), including residential mortgage-backed securities (“RMBS”) and commercial
mortgage-backed securities (“CMBS”). The Company did not record any such charges during the three months ended December 31,
2009.

NOTE 7 — INVESTMENTS IN UNCONSOLIDATED ENTITIES

The following table details the Company’s investments in unconsolidated entities, including the range of partnership interests owned
(in thousands, except percentages):

December 31, September 30,
Partnership
2009 2009 Interests

Real estate investment entities $ 8,889 $ 11,918 5% to 11%
Financial fund management
partnerships 3,952 3,429 5% to 10%
Commercial finance
investment entities 673 = 1% to 6%
Trapeza entities 906 894 33% to 50%
Total investments in
unconsolidated entities $ 14,420 $ 16,241

Two of the Trapeza entities that have incentive distributions, also known as carried interests, are subject to a potential clawback to the
extent that such distributions exceed the cumulative net profits of the entities, as defined in the respective partnership agreements (see
Note 16). The general partner of those entities is owned equally by the Company and its co-managing partner.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)
NOTE 8 — VARIABLE INTEREST ENTITIES
Consolidated VIEs

The following table reflects the assets and liabilities of the real estate VIEs that were included in the Company’s consolidated balance
sheets (in thousands):

December 31, September 30,

2009 2009
Cash $ 11 3 42
Property and equipment, net 2,807 2,868
Other assets 61 373
Total assets $ 2,879 § 3,283
Accrued expenses and other liabilities $ 120 § 170
Borrowings 1,013 1,057
Total liabilities $ 1,133 $ 1,227

VIE Previously Not Consolidated

On December 1, 2009, the Company sold its interests in VIP Borrower (an unconsolidated VIE that held the Company’s interests in a
real estate joint venture) to RCC at its book value. The Company retained its management of the joint venture assets and will continue
to receive fees in connection with the acquisition, investment management and disposition of new assets acquired by the joint venture.

NOTE 9 - BORROWINGS

The credit facilities and other debt of the Company and related borrowings outstanding are as follows (in thousands):

As of December 31, September 30,
2009 2009
Amount of Borrowings Borrowings
Facility QOutstanding QOutstanding
Commercial finance:
Secured revolving credit facility:
PNC Bank $ 125,000 $ 124,900 $ 136,500
Corporate:
Secured revolving credit facilities:
TD Bank $ 18,835 18,835 26,502
Sovereign 577 577 577
$ 19,412 19,412 27,079
Senior Notes (1) 13,151 10,629
Other debt 16,567 17,175
Total borrowings outstanding $ 174,030 $ 191,383

(1)  The Company’s outstanding Senior Notes are reflected net of an unamortized discount ($5.7 million and $4.9 million at
December 31 and September 30, 2009, respectively) related to the fair value of the detachable warrants issued with the notes.

(Back to Index)
16




(Back to Index)

RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 9 - BORROWINGS — (continued)
Commercial Finance — Secured revolving credit facility.

PNC, N.A. (“PNC Bank”). LEAF Financial Corporation, the Company’s commercial finance subsidiary (“LEAF”), has a revolving
warehouse credit facility with a group of banks led by PNC Bank. The facility is non-recourse to the Company. On January 29, 2010,
the facility was amended to extend its maturity to March 31, 2010 to provide additional time for the negotiation of a new longer-term
facility. The amendment reduced the maximum credit facility amount to $107.5 million on February 26, 2010 and to $100.0 million
on March 24, 2010, expands the collateral for borrowings to include all commercial finance assets, adds another subsidiary as
guarantor, and alters certain covenants.

The PNC Bank facility was previously amended in November 2009 to reduce the facility from $150.0 million to $125.0 million at
December 31, 2009 and to $115.0 million by January 19, 2010, which was accomplished by the Company. The amendment also
increased the interest rate on base rate borrowings to the base rate plus 4% and on LIBOR-based borrowings to LIBOR plus 5%,
reduced the advance rate and altered certain covenants. The base rate is the higher of (i) the prime rate or (ii) the Federal Funds Rate
plus 0.5%, and (iii) LIBOR plus 1%.

Weighted average borrowings for the three months ended December 31, 2009 and 2008 were $136.5 million and $142.5 million,
respectively, at an effective interest rate of 5.7% and 5.2%, respectively.

Corporate — Secured Revolving Credit Facilities

TD Bank, N.A. (“TD Bank”). In November 2009, the revolving credit facility with TD Bank facility was amended primarily to (i)
extend the maturity date of the facility for an additional year to October 15, 2011, (ii) decrease the borrowing base to $20.0 million as
of November 6, 2009, (iii) reduce the interest rate on the loan to (a) the prime rate of interest plus 3% with a floor of 7% or (b) LIBOR
plus 4.5% with a floor of 7.5% and (iii) reduce the monthly reduction in maximum credit facility amount from $850,000 to $150,000
per month. The amendment requires the Company to further reduce the maximum revolving credit amount to $15.0 million as of June
30, 2010. In consideration for these modifications, the Company paid a fee of $345,000 to the lender. Weighted average borrowings
for the three months ended December 31, 2009 and 2008 were $21.6 million and $43.6 million, respectively, at an effective interest
rate of 11.2% and 5.9%, respectively. The line was fully utilized at December 31 and September 30, 2009.

Sovereign Bank. The Company’s revolving line of credit with Sovereign Bank was extended to February 28, 2010 when the $577,000
of outstanding borrowings is required to be repaid. Outstanding borrowings are charged interest at the prime rate and are secured by
certain investment securities available-for-sale. Weighted average borrowings for the three months ended December 31, 2009 and
2008 were $577,000 and $6.9 million, respectively, at an effective interest rate of 3.3% and 4.9%, respectively.

Corporate — Senior Notes

On October 6, 2009, the Company completed a private offering to certain senior executives and sharcholders of the Company with the
sale of an additional $3.2 million aggregate principal amount of its Senior Notes due 2012 and 5-year detachable warrants to purchase
637,255 shares (at $5.10 per share) with the same terms as the original issue made in September 2009. In total, the Company sold
$18.8 million of Senior Notes with detachable warrants to purchase 3,690,195 shares. The Senior Notes require quarterly payments of
interest in arrears on March 31, June 30, September 30 and December 31 each year, beginning December 31, 2009. The notes are
unsecured, senior obligations and are junior to the Company’s existing and future secured indebtedness. As required by the TD Bank
credit agreement, the Company paid down outstanding borrowings on the TD facility with $5.6 million of proceeds from the
offering. In addition, until all of the Senior Notes are paid in full, retired or repurchased, the Company cannot declare or pay future
quarterly cash dividends in excess of $0.03 per share without the prior approval of all of the holders of the Senior Notes unless basic
earnings per common share from continuing operations from the preceding fiscal quarter exceed $0.25 per share.

The proceeds from the Senior Notes were allocated to the notes and the warrants based on their relative fair values. The Company
used a Black-Scholes pricing model to calculate the fair value of the warrants at $4.9 million for the first issuance and $1.0 million for
the subsequent issuance. The model included assumptions regarding the Company’s dividend yield (2.3%), stock price volatility
(44.1%) risk-free interest rate (2.3%) and expected life of three years. The Company accounted for the warrants as an increase to
additional paid in capital with an offsetting discount to the Senior Notes. The discount is being amortized into interest expense over
the 3-year term of the Senior Notes using the effective interest method.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 9 - BORROWINGS - (continued)

Debt repayments. Annual principal payments on the Company’s aggregate borrowings over the next five years ending December 31,
and thereafter, are as follows (in thousands):

2010 $ 132,054
2011 26,663
2012 19,100
2013 278
2014 231
Thereafter 1,373

$ 179,699

Covenants

The Company’s debt agreements are subject to certain financial covenants, described below, which are customary for the type and size
of its related debt facilities. The Company was in compliance with all of its debt covenants as of December 31, 2009.

Debt covenants for the commercial finance secured revolving credit facility include minimum tangible net worth, maximum leverage
and interest coverage ratios. The minimum tangible net worth covenants measure the Company’s and LEAF’s equity as adjusted for
intangibles and components of accumulated other comprehensive income related to hedge accounting as well as intercompany
debt. The maximum leverage covenants restrict the amount LEAF can borrow based on a ratio of its total debt to net worth.

Debt covenants for the corporate secured revolving credit facilities include consolidated tangible net worth, and debt service coverage
and debt to equity ratios. The debt to equity ratio restricts the amount of recourse debt the Company can borrow based on a ratio of
recourse debt compared to net worth. The consolidated tangible net worth covenant measures the Company’s total assets reduced by
intangibles, including goodwill and liabilities.

NOTE 10 - COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) includes net income (loss) and all other changes in the equity of a business from transactions and other
events and circumstances from non-owner sources. These changes, other than net income (loss), are referred to as “other
comprehensive income (loss)” and for the Company include primarily changes in the fair value, net of tax, of its investment securities
available-for-sale and hedging contracts. Other comprehensive income (loss) also includes the Company’s share of unrealized losses
on hedging contracts held by the commercial finance investment partnerships.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 10 - COMPREHENSIVE INCOME (LOSS) — (continued)

The following table reflects the changes in comprehensive income (loss) (in thousands):

Three Months Ended
December 31,
2009 2008
Net income (loss) $ 588 $ (3,603)
Other comprehensive income (loss):
Unrealized (losses) gains on investment securities available-for-sale,
net of tax of $(61) and $(7,410) (119) 1,191
Less: reclassification for losses realized, net of tax of $80 and $2,603 126 2,308
7 3,499
Minimum pension liability adjustment, net of tax of $(5) and $(444) 5 468
Less: reclassification for losses realized, net of tax of $30 and $23 38 22
43 490
Unrealized gain (loss) on hedging contracts, net of tax of $59 and $(4,277) 91 (2,399)
Foreign currency translation losses (131) (614)
Comprehensive income (loss) 598 (2,627)
Comprehensive loss attributable to noncontrolling interests 416 406
Comprehensive income (loss) attributable to common shareholders $ 1,014 $ (2,221)

The changes in accumulated other comprehensive loss (income) by category follows (in thousands):

Foreign
Investment Currency
Securities Cash Flow Translation SERP Pension
Available-for-Sale Hedges (1) Adjustments Liability Total
Balance, beginning of period $ (12,791) $ (388) $ 16 $ 2,397) $ (15,560)
Current period changes 7 124 (131) 43 43
Balance, end of period $ (12,784) $ (264) $ (115) $ (2,354) $ (15,517)

(1) Included in accumulated other comprehensive (loss) income as of December 31, 2009 and September 30, 2009 is a net unrealized
loss of $264,000 (net of tax benefit of $193,000 and noncontrolling interest of $33,000) and $388,000 (net of tax benefit of
$253,000), respectively, related to hedging instruments held by LEAF’s investment partnerships in which the Company owns an
equity interest. The Company has no other hedging activity as of December 31 and September 30, 2009.

NOTE 11 — EARNINGS PER SHARE

Basic earnings per share (“Basic EPS”) is computed using the weighted average number of common shares outstanding during the
period. The diluted EPS computation (“Diluted EPS”) takes into account the effect of dilutive potential common shares. Potential
common shares, consisting primarily of stock options, restricted stock, warrants and directors’ deferred shares, are calculated using the
treasury stock method and are excluded if their effect is antidilutive. For the three months ended December 31, 2008, Basic EPS and
Diluted EPS shares were the same because the effect of potential securities would have been antidilutive as the Company reported a
loss from continuing operations.

Effective October 1, 2009, the Company retrospectively adopted a FASB-issued standard that requires nonvested share-based awards
that contain rights to receive non-forfeitable dividends or dividend equivalents to be included in the two-class method of computing
earnings per share. The adoption of this standard increased the weighted average number of basic and diluted shares by 582,000 and
increased both the Basic and Diluted EPS by $0.01 to an $0.18 loss per share.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 11 — EARNINGS PER SHARE - (continued)

The following table presents a reconciliation of the components used in the computation of Basic and Diluted EPS (in thousands):

Three Months Ended
December 31,
2009 2008
Shares (1)
Basic shares outstanding 18,689 18,221
Dilutive effect of equity award plans 273 —
Dilutive shares outstanding 18,962 18,221

(1) For the three months ended December 31, 2009 and 2008, the following equity awards were antidilutive and, therefore, excluded
from the computation of Diluted EPS: (i) outstanding options to purchase 1.5 million and 1.9 million shares of common stock at a
weighted average exercise price of $36.38 and $16.40 per share, respectively, (ii) 352,000 and 551,000 shares of nonvested
restricted stock at a weighted average grant date fair value of $14.00 and $14.89 per share, respectively. Additionally, for the
three months ended December 31, 2009, warrants to purchase 3.7 million shares of common stock at an average exercise price of
$5.11 were also antidilutive. The option and warrant exercise prices and the restricted stock grant date prices for these equity
awards were greater than the average market price of the Company’s common stock for the respective periods.

NOTE 12 — BENEFIT PLANS

Employee Stock Ownership Plan. The Company sponsors an Employee Stock Ownership Plan (“ESOP”) which is a qualified
non-contributory retirement plan established to acquire shares of the Company’s common stock for the benefit of its employees who
are 21 years of age or older and have completed 1,000 hours of service for the Company. In December 2008, the Company filed an
application under the voluntary correction program with the IRS in order to correct certain compliance errors that were made with
respect to ESOP. Additionally, the Company is in the process of negotiating a settlement with the U.S. Department of Labor (“DOL”)
to reduce penalties related to the filing of the annual report for ESOP for fiscal 2007. Finally, the DOL is auditing the ESOP and the
Resource America, Inc. Investment Savings Plan. The impact to the Company has not yet been determined.

Supplemental Employment Retirement Plan (“SERP”). The Company established a SERP, which has Rabbi and Secular Trust
components, for Edward E. Cohen (“E. Cohen”), while he was the Company’s Chief Executive Officer (“CEO”). The Company pays
an annual benefit equal to $838,000 payable during his life or for a period of 10 years from June 2004, whichever is longer. The
Company holds 123,719 shares of TBBK common stock as well as other equity securities with an aggregate value of $688,000 at
December 31, 2009 and $850,000 at September 30, 2009, respectively, to support the Rabbi Trust component of the SERP.

The components of net periodic benefit costs for the SERP were as follows (in thousands):

Three Months Ended,
December 31,
2009 2008
Interest cost $ 106 $ 129
Expected return on plan assets (15) (13)
Amortization of actuarial loss 68 45
Net cost $ 159 3 161
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 13 - CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

In the ordinary course of its business operations, the Company has ongoing relationships with several related entities. The following
table details the receivables and payables with these related parties (in thousands):

December 31, September 30,

2009 2009

Receivables from managed entities and related parties:

Commercial finance investment entities (1) $ 42,562 $ 36,285
Financial fund management investment entities 3,957 3,523
Real estate investment entities 11,838 10,905
RCC 2,612 4,101
Other 280 233
Receivables from managed entities and related parties, net $ 61,249 $ 55,047
Payables due to managed entities and related parties:

Real estate investment entities $ 245 $ 1,284
Payables to managed entities and related parties $ 245§ 1,284

(1) Reflects $30,000 and $263,000 in discounts recorded for the three months ended December 31, 2009 and fiscal 2009,
respectively, in connection with management fees and reimbursed expenses that the Company expects to receive in the future.

The Company receives fees, dividends and reimbursed expenses from several related/managed entities. In addition, the Company
reimburses another related entity for certain of its operating expenses. The following table details those activities (in thousands):

Three Months Ended
December 31,

2009 2008
Financial Fund Management- fees from managed entities (1) $ 1,029 $ 1,189
Real Estate — fees from investment entities (2) 1,897 4,393
Commercial finance — fees from investment entities (3) 4,051 5,174
RCC:
Management, incentive and servicing fees 2,489 1,816
Reimbursement of expenses 392 116
Dividends 548 1,561
Atlas Energy — reimbursement of net costs and expenses 259 272
1845 Walnut Associates Ltd - payment of rent and operating expenses (148) (125)
9 Henmar LLC — payment of broker and consulting fees (25) (38)
Ledgewood P.C. — payment of fees for legal services (156) (86)

(1) Excludes the $2.3 million gain on the repurchase of limited partner interests in two Trapeza partnerships for the three months
ended December 31, 2009 and the non-cash incentive fee on the unrealized depreciation in the book value of Trapeza partnership
securities totaling ($164,000) for the three months ended December 31, 2008.

(2) Reflects discounts of $52,000 and $113,000 recorded in the three months ended December 31, 2009 and 2008, respectively, in
connection with management fees the Company expects to receive in the future.

(3) During the three months ended December 31, 2009, the Company waived $224,000 of fund management fees from one of its
investment entities.

Relationship with RCC. In October 2009, the RCC management agreement was amended such that RCC will directly reimburse the
Company for the wages and benefits of RCC’s Chief Financial Officer and three accounting professionals, each of whom will be
exclusively dedicated to the operations of RCC, and 50% of the wages and benefits of a director of investor relations who will be 50%
dedicated to RCC's operations. In January 2010, the management agreement was further amended to reimburse the Company for the
wage and benefit costs it incurs for an officer who devotes all of his time to serve as RCC’s Chairman of the Board.
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RESOURCE AMERICA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (continued)
DECEMBER 31, 2009
(unaudited)

NOTE 13 - CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS — (continued)

During the three months ended December 31, 2009, the Company recorded an adjustment of $200,000 ($116,000 net of tax) related to
equity compensation expense for previously issued RCC restricted stock and options awarded to members of management. The
Company determined that the amounts that related to prior fiscal years and quarters were immaterial to all prior fiscal years and
quarters, including impacts on earnings per share and, therefore, recognized the adjustments during the first quarter of fiscal 2010.
Additionally, The Company anticipates that the impact on full-year net earnings for fiscal 2010 will be immaterial.

In January 2010, RCC advanced the Company $2.0 million under a promissory note. The note bears interest at 8% per annum and
matures January 14, 2015. Interest is payable quarterly in arrears on April 15th, July 15th, October 15th and January 15th and requires
principal repayments upon the receipt of distributions from one of the Company’s investment funds.

LEAF originates and manages commercial finance assets on behalf of RCC. The leases and loans are sold to RCC at fair value plus
an origination fee of 1%. LEAF sold $6.1 million of leases and loans to RCC during the three months ended December 31, 2008. In
addition, from time to time, LEAF repurchases leases and loans from RCC as an accommodation under certain circumstances, which
include the consolidation of multiple customer accounts, originations of new leases when equipment is upgraded and facilitation of the
timely resolution of problem accounts when collection is considered likely. During the three months ended December 31, 2008,
LEAF repurchased $621,000 of leases and loans from RCC. There were no lease or loan transactions between LEAF and RCC during
the three months ended December 31, 2009.

Chadwick Securities (“Chadwick”), the Company’s wholly-owned broker-dealer, acted as the broker for several transactions on behalf
of RCC. Chadwick waived $11,000 of charges for these trades during the three months ended December 31, 2009.

Relationship with The Bancorp, Inc. Daniel G. Cohen (“D. Cohen”) is the chairman of the board and Betsy Z. Cohen (“B. Cohen”) is
the chief executive officer of TBBK and its subsidiary bank. E. Cohen and B. Cohen are the parents of D. Cohen and Jonathan Z.
Cohen, the Company’s chief executive officer and President. TBBK provides banking and operational services for Merit. For the
three months ended December 31, 2009 and 2008, Merit paid $6,000 and $24,000, respectively, in fees to TBBK. Additionally, the
Company had $67,000 and $131,000 in deposit accounts at TBBK at December 31, 2009 and 2008, respectively.

Transactions between LEAF and its Investment Partnerships. LEAF originates and manages commercial finance assets on behalf of
its investment partnerships (collectively, the “LEAF Funds™) for which it also is the general partner. The leases and loans are sold to
the LEAF Funds at fair value plus an origination fee not to exceed 2%. LEAF sold $30.9 million and $70.2 million of leases and loans
during the three months ended December 31, 2009 and 2008, respectively, to the LEAF Funds. In addition, from time to time LEAF
repurchases leases and loans from the LEAF Funds. LEAF purchased $1.0 million of leases and loans back from the LEAF Funds
during the three months ended December 31, 2008 at a price equal to their fair value. There were no repurchases of leases or loans
from the LEAF Funds during the three months ended December 31, 2009.

NOTE 14 - OTHER INCOME, NET

The following table details the Company’s other income, net (in thousands):

Three Months Ended
December 31,

2009 2008
RCC dividend income $ 548 $ 1,561
Interest income 81 77
Other (expense) income, net (59) 61
Other income, net $ 570  $ 1,699
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NOTE 15 - FAIR VALUE
Assets and liabilities are categorized into one of three levels based on the assumptions (inputs) used in valuing the asset or
liability. Level 1 provides the most reliable measure of fair value, while Level 3 generally requires significant management

judgment. The three levels are defined as follows:

Level 1 — Quoted prices in active markets for identical assets and liabilities that the reporting entity has the ability to access at the
measurement date.

Level 2 — Observable inputs other than quoted prices included within Level 1, such as quoted prices for similar assets or
liabilities in active markets or quoted prices for identical assets or liabilities in inactive markets.

Level 3 — Unobservable inputs that reflect the entity’s own assumptions about the assumptions that market participants would use in
the pricing of the asset or liability and that are, consequently, not based on market activity, but upon particular valuation techniques.

As of December 31, 2009, the fair values of the Company’s financial assets recorded at fair value on a recurring basis were as follows
(in thousands):

Level 1 Level 2 Level 3 Total
Assets:
Investment securities available-for-sale $ 10,916 $ - 3 9,106 $ 20,022
Goodwill = = 7,969 7,969
Total assets at fair value $ 10,916 $ - 3 17,075 $ 27,991

The following table presents additional information about assets which are measured at fair value on a recurring basis for which the
Company has utilized Level 3 inputs to determine fair value (in thousands):

Three Months
Ended
December 31,
2009

Balance, beginning of period $ 63,292
Purchases, sales, issuances and settlements, net 197
Transfer to nonrecurring (55,047)
Add nonfinancial assets — goodwill 7,969
Change in unrealized losses included in accumulated other
comprehensive loss 664
Balance, end of period $ 17,075
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NOTE 15 - FAIR VALUE - (continued)

The following table presents the hierarchy level for each of the Company’s assets and liabilities that were measured at fair
value on a nonrecurring basis at December 31, 2009 (in thousands):

Level 1 Level 2 Level 3 Total
Assets:
Investments in commercial finance —
impaired loans and leases $ - 3 - 3 1,776  $ 1,776
Receivables from managed entities = = 2,166 2,166
Investments in commercial finance —
held for sale — — 132,621 132,621
Total $ - 3 - 3 136,563 $ 136,563
Liabilities:
Senior Notes $ - 3 2,239 $ - 3 2,239

For cash, receivables and payables, the carrying amounts approximate fair value because of the short-term maturity of these
instruments.

Disclosures for nonfinancial assets and liabilities that are measured at fair value but are recognized and disclosed at fair value on a
nonrecurring basis, were required prospectively beginning October 1, 2009.

The fair value of financial instruments was as follows (in thousands):

December 31, 2009 September 30, 2009
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Assets:
Receivables from managed entities $ 61,249 % 61,249 $ 55,047 $ 55,047
Investments in commercial finance —
held for investment — loans 447 447 385 385
Investments in real estate loans, net 2,905 814 2,862 823

$ 64,601 § 62,510 $ 58294 § 56,255

Borrowings: (1)

Commercial finance debt $ 124,900 $ 124,900 $ 136,500 $ 136,500
Corporate secured revolving credit facilities 19,412 19,412 27,079 27,079
Real estate debt 13,123 11,456 13,198 11,305
Senior Notes 13,151 13,151 10,629 10,629
Other debt 3,444 3,444 3,977 3,977

$ 174,030 § 172,363 $ 191,383  § 189,490

(1) The carrying value of the Company’s floating rate debt approximates its fair value because of its short-term maturity and the
variable interest rates in the debt agreements. The carrying value of the Company’s fixed rate debt approximates its fair value due
to its recent issuance.

NOTE 16 - COMMITMENTS AND CONTINGENCIES

General corporate commitments. As a specialized asset manager, the Company sponsors investment funds in which it may make an
equity investment along with outside investors. This equity investment is generally based on a percentage of funds raised and varies
among investment programs. The Company was committed to purchase units equal to 5% of the gross proceeds of one of its real
estate fund, or $2.1 million at December 31, 2009. The Company purchased these units at the close of funding in January 2010.
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NOTE 16 - COMMITMENTS AND CONTINGENCIES - (continued)

Chadwick serves as a dealer-manager for the sale of securities of direct participation investment programs, both public and private,
sponsored by subsidiaries of the Company who also serve as general partners and/or managers of these programs. Additionally,
Chadwick serves as an introducing agent for transactions involving sales of securities of financial services companies, REITs and
insurance companies. As a broker-dealer, Chadwick is required to maintain minimum net capital, as defined in regulations under the
Securities Exchange Act of 1934, as amended, which was $100,000 and $121,000 as of December 31 and September 30, 2009,
respectively. As of December 31 and September 30, 2009, Chadwick’s net capital was $944,000 and $1.2 million, respectively, which
exceeded the minimum requirements by $844,000 and $1.1 million, respectively.

Clawback Liability. On November 1, 2009 and January 28, 2010, the general partners of two Trapeza entities, owned equally by the
Company and its co-managing partner, repurchased substantially all of the remaining limited partnership interests in these two
Trapeza entities with potential clawback liabilities for $4.4 million. The Company contributed its 50% share ($2.2 million) and as a
result of these transactions, reduced its clawback liability to $1.2 million at December 31, 2009 from $5.7 million at September 30,
2009.

Legal Proceedings. In August 2009, Riverside National Bank of Florida, or Riverside, initiated a lawsuit now captioned_Riverside
National Bank of Florida v. The McGraw-Hill Companies, Inc. et al., New York Supreme Court, New York County, No.

650665/2009, against several investment banks, rating agencies, and collateral managers of CDOs, including Trapeza Capital
Management, LLC (“TCM”). The Company owns a 50% interest in TCM, and an unaffiliated third-party owns the other 50% interest.

The complaint seeks monetary damages in an unspecified amount against TCM arising out of Riverside’s investment in certain CDOs
between 2005 and 2007. Riverside’s claims against TCM stem from its role as collateral manager for various Trapeza CDOs, which
were sold by various investment banks. The complaint alleges that the offering materials for the CDOs were prepared in part by TCM
and were false and misleading. The complaint further alleges that TCM breached fiduciary and contractual obligations by failing to
properly monitor the collateral for the CDOs, failing to mitigate losses and failing to disclose known quality and performance
problems with the underlying collateral. TCM believes that none of the claims have merit and intends to vigorously defend itself in
this matter.

The Company is also a party to various routine legal proceedings arising out of the ordinary course of its business. Management
believes that none of these actions, individually or in the aggregate, will have a material adverse effect on its financial condition or
operations.

Guarantees. In connection with the sale of a real estate loan in March 2006, the Company agreed that in exchange for the current
property owner relinquishing certain control rights, the Company would make payments to the current property owner under stipulated
circumstances, including the sale or foreclosure of the property or a subsequent resale of the loan. A payment of $2.6 million,

increasing $16,234 per month to a maximum of $3.6 million, would be due upon the occurrence of specified events. In addition, the
current property owner has the right to receive collateral as security for this obligation equal to or greater than 105% of the value of
the obligation upon the occurrence of certain specified events or if the Company’s net worth falls below $80.0 million. The
Company’s obligation runs through December 31, 2014. In addition, the Company agreed to partially indemnify the purchaser of the
loan for a portion of the difference between ordinary income tax rates and capital gain rates on accrued interest on the note between
the date of sale of the loan in March 2006 and December 31, 2011. To date, the Company has not been required to make any
payments resulting from these agreements.
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NOTE 16 - COMMITMENTS AND CONTINGENCIES - (continued)

Real estate carveouts. The real estate investment entities obtain senior lien financing with respect to acquired properties, on a
non-recourse basis, with the lenders’ remedies limited to the properties securing the senior lien financing. Although non-recourse in
nature, these loans are subject to limited standard exceptions, or carveouts, which the Company has guaranteed. These carveouts will
expire as the related indebtedness is paid down over the next ten years. Subsidiaries of the Company are both (i) the general partners
of the real estate limited partnerships or the asset managers of the TIC investment programs and (ii) the property managers of all of
these properties. As a result, the Company has control over the operations of the underlying assets which mitigates the potential risk
associated with these carveouts and, accordingly, no liabilities for these obligations have been recorded in the consolidated financial
statements. To date, the Company has not been required to make any carveout payments.

The Company is also party to employment agreements with certain executives that provide for compensation and other benefits,
including severance payments under specified circumstances.

As of December 31, 2009, except for the clawback liability recorded for the two Trapeza entities, the Company does not believe it is
probable that any payments will be required under any of its indemnifications and accordingly, no liabilities for these obligations have
been recorded in the consolidated financial statements.
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NOTE 17 - OPERATING SEGMENTS
The Company’s operations include three reportable operating segments that reflect the way the Company manages its operations and

makes its business decisions. In addition to its reporting operating segments, certain other activities are reported in the “all other”
category. Summarized operating segment data is as follows (in thousands) (unaudited):

Commercial Financial Fund
Real Estate Finance Management All Other () Total

Three Months Ended December 31, 2009
Revenues from external customers $ 6,703 $ 9,437 $ 5877  $ - $ 22017
Equity in earnings (losses) of unconsolidated
entities 244 (614) 3,775 = 3,405
Total revenues 6,947 8,823 9,652 - 25,422
Segment operating expenses (4,727) (4,575) (4,704) - (14,006)
General and administrative expenses (72) (119) (849) (2,392) (3,432)
Loss on sale of leases and loans - (582) - - (582)
Provision for credit losses - (776) - - (776)
Depreciation and amortization (343) (1,613) (58) (192) (2,2006)
Interest expense 251) (2,040) @) (1,525) (3,817)
Impairment losses on investment securities = = (929) = (929)
Recognized in other comprehensive loss — — 929 — 929
Net impairment losses recognized in earnings = - - - -
Other income (expense), net 74 - 548 (52) 570
Pretax loss attributable to the noncontrolling
Interests (2) 6 646 8 = 660

Income (loss) including noncontrolling
interests before
intercompany interest and taxes 1,634 (236) 4,596 (4,161) 1,833

Intercompany interest expense (1,572) 1,572

Income (loss) from continuing operations

before taxes

including noncontrolling interests $ 1,634 3 (1,808) $ 4,596 § (2,589) § 1,833
Three Months Ended December 31, 2008

Revenues from external customers $ 7,089 $ 15,455 % 9,730 $ - $ 32274

Equity in (losses) earnings of unconsolidated

entities (199) (304) 189 = (314)

Total revenues 6,890 15,151 9,919 — 31,960

Segment operating expenses (5,918) (7,449) (5,728) - (19,095)

General and administrative expenses (58) (106) (999) (2,845) (4,008)

Gain on sales of leases - 233 - - 233

Provision for credit losses (29) (1,977) (1,738) - (3,744)

Depreciation and amortization (315) (948) (56) (228) (1,547)

Interest expense (264) (4,110) (3,265) (760) (8,399)

Impairment charges on available-for-sale

securities - - (4,923) - (4,923)

Other income (expense), net 95 60 1,561 (17) 1,699

Pretax loss attributable to the noncontrolling

interests (2) (19) 400 433 = 814

Income (loss) including noncontrolling

interests before

intercompany interest and taxes 382 1,254 (4,796) (3,850) (7,010)

Intercompany interest expense — (1,517) — 1,517 —

Income (loss) from continuing operations

before taxes

including noncontrolling interests $ 382 8§ (263) $ (4,796) § (2,333) $§ (7,010)

Segment Assets
December 31, 2009 $ 148209 § 200,540 $ 34019 $ (32,168) $ 350,600




December 31, 2008 $§ 147,708 $ 409,293 3 266,684 § (15,637) $§ 808,048
(1) Includes general corporate expenses and assets not allocable to any particular segment.

(2) Management views segment operations including the pretax income or loss attributable to the noncontrolling interests. This
amount is excluded from income (loss) from continuing operations as computed in accordance with GAAP and should be
deducted to compute income (loss) from continuing operations as reflected in the Company’s consolidated statements of
operations.
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NOTE 17 - OPERATING SEGMENTS — (continued)

Geographic Information. Revenues generated from the Company’s European operations totaled $901,000 and $936,000 for the three
months ended December 31, 2009 and 2008, respectively. Included in the segment assets are Europe