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Act.   Yes ¨  No ý

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes ý  No ¨
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herein, and will not be contained, to the best of the registrant’s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  ý

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

Large accelerated filer ¨                                           Accelerated filer ¨                                           Non-accelerated filer
¨                                            Smaller Reporting Company ý

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes ¨  No ý
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State the aggregate market value of the voting stock held by non-affiliates of the Registrant as of June 30, 2013:

Title of each Class

Shares held
by

non-affiliates

Aggregate
market value

held by
non-affiliates

Class A Common Stock, $0.001 par value 8,881,723 $ 2,600,000 (a)
Class B Common Stock, $0.001 par value 20,760 $ 1,000 (b)
Class C Common Stock, $0.001 par value 31,938 $ 1,500 (b)
(a) The aggregate market value was calculated by using the last sale price of the Class A Common Stock as of June
30, 2013.

(b) The market value of the Class B and Class C Common Stock is an estimate based on their initial purchase price.

Indicate the number of shares outstanding of each of the Registrant’s classes of common stock, as of the latest
practicable date:

Title of each Class Latest Practicable Date
Shares

Outstanding
Class A Common Stock, $0.001 par value March 12, 2014 12,267,651
Class B Common Stock, $0.001 par value March 12, 2014 31,938
Class C Common Stock, $0.001 par value March 12, 2014 31,938

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive Proxy Statement for its 2014 Annual Meeting of Stockholders of the Registrant
are incorporated by reference into Part III of this Annual Report on Form 10-K.
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PART I
ITEM 1. BUSINESS

Overview

Bimini Capital Management, Inc., a Maryland corporation (“Bimini Capital” and, collectively with its subsidiaries, the
“Company,” “we”, “us” or “our”), is a specialty finance company that primarily invests in mortgage-backed securities
(“MBS”).  The principal and interest payments of these MBS are guaranteed by the Federal National Mortgage
Association (“Fannie Mae”), the Federal Home Loan Mortgage Corporation, (“Freddie Mac”) or the Government National
Mortgage Association (“Ginnie Mae”) and are backed primarily by single-family residential mortgage loans. We refer to
these types of MBS as Agency MBS. Our investment strategy focuses on, and our portfolio consists of, two categories
of Agency MBS: (i) traditional pass-through Agency MBS and (ii) structured Agency MBS, such as collateralized
mortgage obligations (“CMOs”), interest only securities (“IOs”), inverse interest only securities (“IIOs”) and principal only
(“POs”), among other types of structured Agency MBS. Information on our website is not part of this Annual Report on
Form 10-K.

We are organized and operate as a real estate investment trust (“REIT”) for federal income tax purposes, and as of
December 31, 2013, our corporate structure included a separately taxed REIT subsidiary, Orchid Island Capital, Inc.
( “ O r c h i d ” ) ,  a n d  t w o  t a x a b l e  R E I T  s u b s i d i a r i e s  ( “ T R S ” ) .   B i m i n i  C a p i t a l ’ s  w e b s i t e  i s  l o c a t e d  a t
http://www.biminicapital.com.

History – Inception Through 2007

We were originally formed in September 2003 as Bimini Mortgage Management, Inc. (“Bimini Mortgage”) for the
purpose of creating and managing a leveraged investment portfolio consisting of residential mortgage-backed
securities (“MBS”).  Through November 2, 2005, we operated solely as a REIT.

•  On November 3, 2005, Bimini Mortgage acquired Opteum Financial Services, LLC (“OFS”).  Upon closing of the
transaction, OFS became a wholly-owned taxable REIT subsidiary.  From November 3, 2005 to June 30, 2007, we
operated a mortgage banking business through OFS.  This entity ceased originating loans during the second quarter
of 2007, and other parts of the business were sold. This entity was renamed Orchid Island TRS, LLC (“OITRS”)
effective July 3, 2007 and then renamed MortCo TRS, LLC (“MortCo”) effective March 8, 2011.   Hereinafter, any
historical mention, discussion or references to Opteum Financial Services, LLC, Orchid Island TRS, LLC, OFS or
to OITRS (such as in previously filed documents or Exhibits) now means MortCo.

•  On February 10, 2006, Bimini Mortgage changed its name to Opteum Inc. (“Opteum”). On September 28, 2007,
Opteum changed its name to Bimini Capital Management, Inc.

History – 2008 to the Present

•  In August 2008, the Company began employing an alternative investment strategy utilizing structured MBS with
comparable borrower and prepayment characteristics to the securities historically held in its pass-through (“PT”)
MBS portfolio.  Structured securities are not typically funded in the repurchase market but instead are purchased
directly, thus reducing – but not eliminating - the Company’s reliance on access to repurchase agreement
funding.  The leverage inherent in the structured securities replaces the leverage obtained by acquiring PT securities
and funding them in the repurchase market.  This structured MBS strategy has been a core element of the
Company’s overall investment strategy since 2008.

Edgar Filing: BIMINI CAPITAL MANAGEMENT, INC. - Form 10-K

5



-2-

Edgar Filing: BIMINI CAPITAL MANAGEMENT, INC. - Form 10-K

6



•  During the second quarter of 2011, the Company took steps related to a proposed public offering of Orchid
common stock.  Due to several market factors and economic events beyond the Company’s control, the offering was
withdrawn.

•  In July 2012, the Company and Orchid entered into an Agreement and Plan of Reorganization with FlatWorld
Acquisition Corp. (“FlatWorld”).  The proposed business transaction, which was structured as the merger of Orchid
into a wholly-owned subsidiary of FlatWorld, was expected to be completed in early September 2012.  On
September 6, 2012, FlatWorld terminated the tender offer, as conditions to closing the proposed merger were not
met and the merger was not consummated.

•  On February 20, 2013, Orchid sold 2,360,000 shares of its common stock in an initial public offering (“IPO”) for
aggregate proceeds of approximately $35.4 million.  After the closing of the offering, and through December 31,
2013, Bimini owned approximately 29.38% of Orchid’s common stock.  At the closing of the offering, Orchid
entered into a management agreement with Bimini Advisors, LLC, a wholly-owned subsidiary of Bimini. Under the
management agreement, Bimini Advisors will oversee the business affairs of Orchid and in return will receive a fee
for these services.

We have concluded that, after the close of its public offering, and continuing through December 31, 2013, Orchid is a
variable interest entity (“VIE”) pursuant to generally accepted accounting principles.  We have reached this conclusion
because Orchid's equity holders lack the ability through voting rights to make decisions about its activities that have a
significant effect on its success. We have also concluded that Bimini is the primary beneficiary of Orchid because,
under the terms of the management agreement, Bimini has the power to direct the activities of Orchid that most
significantly impact its economic performance including asset selection, asset and liability management and
investment portfolio risk management. As a result, we continue to consolidate Orchid in our Consolidated Financial
Statements.

Structure

Bimini Capital and Orchid have each elected to be taxed as a REIT under the Internal Revenue Code of 1986, as
amended (the “Code”).  Our qualification as a REIT depends upon our ability to meet, on an annual or in some cases
quarterly basis, various complex requirements under the Code relating to, among other things, the sources of our gross
income, the composition and values of our assets, our distribution levels and the diversity of ownership of our
shares. MortCo has been treated as a TRS since its acquisition.  Bimini Advisors, Inc. and its wholly owned
subsidiary, Bimini Advisors, LLC, (together “Bimini Advisors”) is a TRS incorporated in 2011.  Bimini Capital, Orchid,
MortCo, and Bimini Advisors are all treated as separate entities for tax purposes.

As used in this document, discussions related to “Bimini Capital,” the parent company, the registrant, and the REIT
qualifying activities or the general management of our portfolio of MBS refer to Bimini Capital Management,
Inc.  Further, discussions related to our taxable REIT subsidiary or non-REIT eligible assets refer to MortCo and its
consolidated subsidiaries and Bimini Advisors. Discussions relating to the “Company” refer to the consolidated entity
(the combination of Bimini Capital, Orchid, MortCo and its subsidiaries and Bimini Advisors).

Our Investment and Capital Allocation Strategy

Investment Strategy
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Our business objective is to provide attractive risk-adjusted total returns to our investors over the long term through a
combination of capital appreciation and the payment of regular monthly distributions. We intend to achieve this
objective by investing in and strategically allocating capital between pass-through Agency MBS and structured
Agency MBS. We seek to generate income from (i) the net interest margin on our leveraged pass-through Agency
MBS portfolio and the leveraged portion of our structured Agency MBS portfolio, and (ii) the interest income we
generate from the unleveraged portion of our structured Agency MBS portfolio. We also seek to minimize the
volatility of both the net asset value of, and income from, our portfolio through a process which emphasizes capital
allocation, asset selection, liquidity and active interest rate risk management.

-3-
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We fund our pass-through Agency MBS and certain of our structured Agency MBS, such as fixed and floating rate
tranches of CMOs and POs, through repurchase agreements. However, we generally do not employ leverage on our
structured Agency MBS that have no principal balance, such as IOs and IIOs. We may pledge a portion of these assets
to increase our cash balance, but we do not intend to invest the cash derived from pledging the assets. Otherwise, we
do not use leverage in these instances because the securities contain structural leverage.

Our target asset categories and principal assets in which we intend to invest are as follows:

Pass-through Agency MBS

We invest in pass-through securities, which are securities secured by residential real property in which payments of
both interest and principal on the securities are generally made monthly. In effect, these securities pass through the
monthly payments made by the individual borrowers on the mortgage loans that underlie the securities, net of fees
paid to the issuer or guarantor of the securities. Pass-through certificates can be divided into various categories based
on the characteristics of the underlying mortgages, such as the term or whether the interest rate is fixed or variable.

The payment of principal and interest on mortgage pass-through securities issued by Ginnie Mae, but not the market
value, is guaranteed by the full faith and credit of the federal government. Payment of principal and interest on
mortgage pass-through certificates issued by Fannie Mae and Freddie Mac, but not the market value, is guaranteed by
the respective agency issuing the security.

A key feature of most mortgage loans is the ability of the borrower to repay principal earlier than scheduled. This is
called a prepayment. Prepayments arise primarily due to sale of the underlying property, refinancing or foreclosure.
Prepayments result in a return of principal to pass-through certificate holders. This may result in a lower or higher rate
of return upon reinvestment of principal. This is generally referred to as prepayment uncertainty. If a security
purchased at a premium prepays at a higher-than-expected rate, then the value of the premium would be eroded at a
faster-than-expected rate. Similarly, if a discount mortgage prepays at a lower-than-expected rate, the amortization
towards par would be accumulated at a slower-than-expected rate. The possibility of these undesirable effects is
sometimes referred to as “prepayment risk.”

In general, declining interest rates tend to increase prepayments, and rising interest rates tend to slow prepayments.
Like other fixed-income securities, when interest rates rise, the value of Agency MBS generally declines. The rate of
prepayments on underlying mortgages will affect the price and volatility of Agency MBS and may shorten or extend
the effective maturity of the security beyond what was anticipated at the time of purchase. If interest rates rise, our
holdings of Agency MBS may experience reduced returns if the borrowers of the underlying mortgages pay off their
mortgages later than anticipated. This is generally referred to as extension risk.

The mortgage loans underlying pass-through certificates can generally be classified into the following three
categories:

•  Fixed-Rate Mortgages. Fixed-rate mortgages are those where the borrower pays an interest rate that is constant
throughout the term of the loan. Traditionally, most fixed-rate mortgages have an original term of 30 years.
However, shorter terms (also referred to as final maturity dates) have become common in recent years. Because the
interest rate on the loan never changes, even when market interest rates change, over time there can be a divergence
between the interest rate on the loan and current market interest rates. This in turn can make fixed-rate mortgages
price sensitive to market fluctuations in interest rates. In general, the longer the remaining term on the mortgage
loan, the greater the price sensitivity to movements in interest rates and, therefore, the likelihood for greater price
variability.
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•  ARMs. ARMs are mortgages for which the borrower pays an interest rate that varies over the term of the
loan. The interest rate usually resets based on market interest rates, although the adjustment of such an
interest rate may be subject to certain limitations. Traditionally, interest rate resets occur at regular intervals
(for example, once per year). We refer to such ARMs as “traditional” ARMs. Because the interest rates on
ARMs fluctuate based on market conditions, ARMs tend to have interest rates that do not deviate from
current market rates by a large amount. This in turn can mean that ARMs have less price sensitivity to
interest rates and, consequently, are less likely to experience significant price volatility.

•  Hybrid Adjustable-Rate Mortgages. Hybrid ARMs have a fixed-rate for the first few years of the loan, often three,
five, seven or ten years, and thereafter reset periodically like a traditional ARM. Effectively, such mortgages are
hybrids, combining the features of a pure fixed-rate mortgage and a traditional ARM. Hybrid ARMs have price
sensitivity to interest rates similar to that of a fixed-rate mortgage during the period when the interest rate is fixed
and similar to that of an ARM when the interest rate is in its periodic reset stage. However, because many hybrid
ARMs are structured with a relatively short initial time span during which the interest rate is fixed, even during that
segment of its existence, the price sensitivity may be high.

Structured Agency MBS

We also invest in structured Agency MBS, which include CMOs, IOs, IIOs and POs. The payment of principal and
interest, as appropriate, on structured Agency MBS issued by Ginnie Mae, but not the market value, is guaranteed by
the full faith and credit of the federal government. Payment of principal and interest, as appropriate, on structured
Agency MBS issued by Fannie Mae and Freddie Mac, but not the market value, is guaranteed by the respective
agency issuing the security. The types of structured Agency MBS in which we invest are described below.

•  CMOs. CMOs are a type of MBS the principal and interest of which are paid, in most cases, on a monthly basis.
CMOs may be collateralized by whole mortgage loans, but are more typically collateralized by portfolios of
mortgage pass-through securities issued directly by or under the auspices of Ginnie Mae, Freddie Mac or Fannie
Mae. CMOs are structured into multiple classes, with each class bearing a different stated maturity. Monthly
payments of principal, including prepayments, are first returned to investors holding the shortest maturity class.
Investors holding the longer maturity classes receive principal only after the first class has been retired. Generally,
fixed-rate mortgages are used to collateralize CMOs. However, the CMO tranches need not all have fixed-rate
coupons. Some CMO tranches have floating rate coupons that adjust based on market interest rates, subject to some
limitations. Such tranches, often called “CMO floaters,” can have relatively low price sensitivity to interest rates.

•  IOs. IOs represent the stream of interest payments on a pool of mortgages, either fixed-rate mortgages or hybrid
ARMs. Holders of IOs have no claim to any principal payments. The value of IOs depends primarily on two
factors, which are prepayments and interest rates. Prepayments on the underlying pool of mortgages reduce the
stream of interest payments going forward, hence IOs are highly sensitive to prepayment rates. IOs are also
sensitive to changes in interest rates. An increase in interest rates reduces the present value of future interest
payments on a pool of mortgages. On the other hand, an increase in interest rates has a tendency to reduce
prepayments, which increases the expected absolute amount of future interest payments.

-5-
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•  IIOs. IIOs represent the stream of interest payments on a pool of mortgages, either fixed-rate mortgages or hybrid
ARMs. Holders of IIOs have no claim to any principal payments. The value of IIOs depends primarily on three
factors, which are prepayments, LIBOR rates and term interest rates. Prepayments on the underlying pool of
mortgages reduce the stream of interest payments, making IIOs highly sensitive to prepayment rates. The coupon
on IIOs is derived from both the coupon interest rate on the underlying pool of mortgages and 30-day LIBOR. IIOs
are typically created in conjunction with a floating rate CMO that has a principal balance and which is entitled to
receive all of the principal payments on the underlying pool of mortgages. The coupon on the floating rate CMO is
also based on 30-day LIBOR. Typically, the coupon on the floating rate CMO and the IIO, when combined, equal
the coupon on the pool of underlying mortgages. The coupon on the pool of underlying mortgages typically
represents a cap or ceiling on the combined coupons of the floating rate CMO and the IIO. Accordingly, when the
value of 30-day LIBOR increases, the coupon of the floating rate CMO will increase and the coupon on the IIO will
decrease. When the value of 30-day LIBOR falls, the opposite is true. Accordingly, the value of IIOs are sensitive
to the level of 30-day LIBOR and expectations by market participants of future movements in the level of 30-day
LIBOR. IIOs are also sensitive to changes in interest rates. An increase in interest rates reduces the present value of
future interest payments on a pool of mortgages. On the other hand, an increase in interest rates has a tendency to
reduce prepayments, which increases the expected absolute amount of future interest payments.

•  POs. POs represent the stream of principal payments on a pool of mortgages. Holders of POs have no claim to any
interest payments, although the ultimate amount of principal to be received over time is known — it equals the
principal balance of the underlying pool of mortgages. What is not known is the timing of the receipt of the
principal payments. The value of POs depends primarily on two factors, which are prepayments and interest rates.
Prepayments on the underlying pool of mortgages accelerate the stream of principal repayments, making POs
highly sensitive to the rate at which the mortgages in the pool are prepaid. POs are also sensitive to changes in
interest rates. An increase in interest rates reduces the present value of future principal payments on a pool of
mortgages. Further, an increase in interest rates has a tendency to reduce prepayments, which decelerates, or pushes
further out in time, the ultimate receipt of the principal payments. The opposite is true when interest rates decline.

Our investment strategy consists of the following components:

•  investing in pass-through Agency MBS and certain structured Agency MBS, such as fixed and floating rate
tranches of CMOs and POs, on a leveraged basis to increase returns on the capital allocated to this portfolio;

•  investing in certain structured Agency MBS, such as IOs and IIOs, generally on an unleveraged basis in order to (i)
increase returns due to the structural leverage contained in such securities, (ii) enhance liquidity due to the fact that
these securities will be unencumbered or, when encumbered, retain the cash from such borrowings and (iii)
diversify portfolio interest rate risk due to the different interest rate sensitivity these securities have compared to
pass-through Agency MBS;

•  investing in Agency MBS in order to minimize credit risk;
•  investing in assets that will cause us to maintain our exclusion from regulation as an investment company under the

Investment Company Act of 1940, as amended (the “Investment Company Act”); and
•  investing in assets that will allow us to qualify and maintain our qualification as a REIT.

Our management makes investment decisions based on various factors, including, but not limited to, relative value,
expected cash yield, supply and demand, costs of hedging, costs of financing, liquidity requirements, expected future
interest rate volatility and the overall shape of the U.S. Treasury and interest rate swap yield curves. We do not
attribute any particular quantitative significance to any of these factors, and the weight we give to these factors
depends on market conditions and economic trends.
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Over time, we will modify our investment strategy as market conditions change to seek to maximize the returns from
our investment portfolio.  We believe that this strategy will enable us to provide attractive long-term returns to our
stockholders.
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Capital Allocation Strategy

The percentage of capital invested in our two asset categories will vary and will be managed in an effort to maintain
the level of income generated by the combined portfolios, the stability of that income stream and the stability of the
value of the combined portfolios. Typically, pass-through Agency MBS and structured Agency MBS exhibit
materially different sensitivities to movements in interest rates. Declines in the value of one portfolio may be offset by
appreciation in the other, although we cannot assure you that this will be the case. Additionally, we will seek to
maintain adequate liquidity as we allocate capital.

We allocate our capital to assist our interest rate risk management efforts. The unleveraged portfolio does not require
unencumbered cash or cash equivalents to be maintained in anticipation of possible margin calls. To the extent more
capital is deployed in the unleveraged portfolio, our liquidity needs will generally be less.

During periods of rising interest rates, refinancing opportunities available to borrowers typically decrease because
borrowers are not able to refinance their current mortgage loans with new mortgage loans at lower interest rates. In
such instances, securities that are highly sensitive to refinancing activity, such as IOs and IIOs, typically increase in
value. Our capital allocation strategy allows us to redeploy our capital into such securities when and if we believe
interest rates will be higher in the future, thereby allowing us to hold securities the value of which we believe is likely
to increase as interest rates rise. Also, by being able to re-allocate capital into structured Agency MBS, such as IOs,
during periods of rising interest rates, we may be able to offset the likely decline in the value of our pass-through
Agency MBS, which are negatively impacted by rising interest rates.

Financing Strategy

We borrow against our Agency MBS and certain of our structured Agency MBS using short-term repurchase
agreements. Our borrowings currently consist of short-term repurchase agreements. We may use other sources of
leverage, such as secured or unsecured debt or issuances of preferred stock. We do not have a policy limiting the
amount of leverage we may incur. However, we generally expect that the ratio of our total liabilities compared to our
equity, which we refer to as our leverage ratio, will be less than 12 to 1. Our amount of leverage may vary depending
on market conditions and other factors that we deem relevant.

We allocate our capital between two sub-portfolios. The pass-through Agency MBS portfolio will be leveraged
generally via repurchase agreement funding. The structured Agency MBS portfolio generally will not be leveraged.
The leverage ratio is calculated by dividing our total liabilities by total stockholders’ equity at the end of each period.
The amount of leverage will be a function of the capital allocated to the pass-through Agency MBS portfolio and the
amount of haircuts required by our lenders on our borrowings. When the capital allocation to the pass-through Agency
MBS portfolio is high, the leverage ratio will be high since more capital is being explicitly leveraged and less capital
is un-leveraged. If the haircuts required by our lenders on our borrowings are higher, all else being equal, our leverage
will be lower since our lenders will lend less against the value of the capital deployed to the pass-through Agency
MBS portfolio. The allocation of capital between the two portfolios will be a function of several factors:

•  The relative durations of the respective portfolios — We generally seek to have a combined duration at or near zero. If
our pass-through securities have a longer duration, we will allocate more capital to the structured security portfolio
to achieve a combined duration close to zero.

•  The relative attractiveness of pass-through securities versus structured securities — To the extent we believe the
expected returns of one type of security are higher than the other, we will allocate more capital to the more
attractive securities, subject to the caveat that its combined duration remains at or near zero.
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•  Liquidity — We seek to maintain adequate cash and unencumbered securities relative to our repurchase agreement
borrowings well in excess of anticipated price or prepayment related margin calls from our lenders. To the extent we
feel price or prepayment related margin calls will be higher/lower, we will allocate less/more capital to the
pass-through Agency MBS portfolio. Our pass-through Agency MBS portfolio likely will be our only source of price
or prepayment related margin calls because we generally will not apply leverage to our structured Agency MBS
portfolio. From time to time we may pledge a portion of our structured securities and retain the cash derived so it can
be used to enhance our liquidity.

Risk Management

We invest in Agency MBS to mitigate credit risk. Additionally, our Agency MBS are backed by a diversified base of
mortgage loans to mitigate geographic, loan originator and other types of concentration risks.

Interest Rate Risk Management

We believe that the risk of adverse interest rate movements represents the most significant risk to our portfolio. This
risk arises because (i) the interest rate indices used to calculate the interest rates on the mortgages underlying our
assets may be different from the interest rate indices used to calculate the interest rates on the related borrowings, and
(ii) interest rate movements affecting our borrowings may not be reasonably correlated with interest rate movements
affecting our assets. We attempt to mitigate our interest rate risk by using the following techniques:

Agency MBS Backed by ARMs. We seek to minimize the differences between interest rate indices and interest rate
adjustment periods of our Agency MBS backed by ARMs and related borrowings. At the time of funding, we
typically align (i) the underlying interest rate index used to calculate interest rates for our Agency MBS backed by
ARMs and the related borrowings and (ii) the interest rate adjustment periods for our Agency MBS backed by ARMs
and the interest rate adjustment periods for our related borrowings. As our borrowings mature or are renewed, we may
adjust the index used to calculate interest expense, the duration of the reset periods and the maturities of our
borrowings.

Agency MBS Backed by Fixed-Rate Mortgages. As interest rates rise, our borrowing costs increase; however, the
income on our Agency MBS backed by fixed-rate mortgages remains unchanged. Subject to qualifying and
maintaining a qualification as a REIT, we may seek to limit increases to our borrowing costs through the use of
interest rate swap or cap agreements, options, put or call agreements, futures contracts, forward rate agreements or
similar financial instruments to effectively convert our floating-rate borrowings into fixed-rate borrowings.

Agency MBS Backed by Hybrid ARMs. During the fixed-rate period of our Agency MBS backed by hybrid ARMs,
the security is similar to Agency MBS backed by fixed-rate mortgages. During this period, subject to qualifying and
maintaining a qualification as a REIT, we may employ the same hedging strategy that we employ for our Agency
MBS backed by fixed-rate mortgages. Once our Agency MBS backed by hybrid ARMs convert to floating rate
securities, we may employ the same hedging strategy as we employ for our Agency MBS backed by ARMs.

Eurodollar Futures Contracts. We enter into Eurodollar futures contracts to economically hedge against the possibility
that rising rates may adversely impact our repurchase agreement liabilities.  Repurchase agreements are structured
such that the rate resets on a short term basis, and selling Eurodollar futures in a rising rate environment works to
offset the funding costs associated with repurchase agreements.

Additionally, our structured Agency MBS generally exhibit sensitivities to movements in interest rates different than
our pass-through Agency MBS. To the extent they do so, our structured Agency MBS may protect us against declines
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in the market value of our combined portfolio that result from adverse interest rate movements, although we cannot
assure you that this will be the case.
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Prepayment Risk Management

The risk of mortgage prepayments is another significant risk to our portfolio. When prevailing interest rates fall below
the coupon rate of a mortgage, mortgage prepayments are likely to increase. Conversely, when prevailing interest rates
increase above the coupon rate of a mortgage, mortgage prepayments are likely to decrease.

When prepayment rates increase, we may not be able to reinvest the money received from prepayments at yields
comparable to those of the securities prepaid. Also, some ARMs and hybrid ARMs which back our Agency MBS may
bear initial “teaser” interest rates that are lower than their fully-indexed interest rates. If these mortgages are prepaid
during this “teaser” period, we may lose the opportunity to receive interest payments at the higher, fully-indexed rate
over the expected life of the security. Additionally, some of our structured Agency MBS, such as IOs and IIOs, may
be negatively affected by an increase in prepayment rates because their value is wholly contingent on the underlying
mortgage loans having an outstanding principal balance.

A decrease in prepayment rates may also have an adverse effect on our portfolio. For example, if we invest in POs, the
purchase price of such securities will be based, in part, on an assumed level of prepayments on the underlying
mortgage loan. Because the returns on POs decrease the longer it takes the principal payments on the underlying loans
to be paid, a decrease in prepayment rates could decrease our returns on these securities.

Prepayment risk also affects our hedging activities. When an Agency MBS backed by a fixed-rate mortgage or hybrid
ARM is acquired with borrowings, we may cap or fix our borrowing costs for a period close to the anticipated average
life of the fixed-rate portion of the related Agency MBS. If prepayment rates are different than our projections, the
term of the related hedging instrument may not match the fixed-rate portion of the security, which could cause us to
incur losses.

Because our business may be adversely affected if prepayment rates are different than our projections, we seek to
invest in Agency MBS backed by mortgages with well-documented and predictable prepayment histories. To protect
against increases in prepayment rates, we invest in Agency MBS backed by mortgages that we believe are less likely
to be prepaid. For example, we invest in Agency MBS backed by mortgages (i) with loan balances low enough such
that a borrower would likely have little incentive to refinance, (ii) extended to borrowers with credit histories weak
enough to not be eligible to refinance their mortgage loans, (iii) that are newly originated fixed-rate or hybrid ARMs
or (iv) that have interest rates low enough such that a borrower would likely have little incentive to refinance. To
protect against decreases in prepayment rates, we may also invest in Agency MBS backed by mortgages with
characteristics opposite to those described above, which would typically be more likely to be refinanced. We may also
invest in certain types of structured Agency MBS as a means of mitigating our portfolio-wide prepayment risks. For
example, certain tranches of CMOs are less sensitive to increases in prepayment rates, and we may invest in those
tranches as a means of hedging against increases in prepayment rates.

Liquidity Management Strategy

Because of our use of leverage, we manage liquidity to meet our lenders’ margin calls using the following measures:

•  Maintaining cash balances or unencumbered assets well in excess of anticipated margin calls; and
•  Making margin calls on our lenders when we have an excess of collateral pledged against our borrowings.

We also attempt to minimize the number of margin calls we receive by:

•  Deploying capital from our leveraged Agency MBS portfolio to our unleveraged Agency MBS portfolio;
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•  Investing in Agency MBS backed by mortgages that we believe are less likely to be prepaid to decrease the risk of
excessive margin calls when monthly prepayments are announced. Prepayments are declared, and the market value
of the related security declines, before the receipt of the related cash flows. Prepayment declarations give rise to a
temporary collateral deficiency and generally result in margin calls by lenders;

•  Obtaining funding arrangements which defer or waive prepayment-related margin requirements in exchange for
payments to the lender tied to the dollar amount of the collateral deficiency and a predetermined interest rate; and

•  Reducing our overall amount of leverage.

To the extent we are unable to adequately manage our interest rate exposure and are subjected to substantial margin
calls, we may be forced to sell assets at an inopportune time which in turn could impair our liquidity and reduce our
borrowing capacity and book value.

Taxation Structure

Bimini Capital has elected to be taxed as a REIT under the federal income tax laws. Qualification as a REIT, and the
maintenance of such qualification, will depend upon Bimini Capital’s ability to meet, on a continuing basis, various
complex requirements under the Code relating to, among other things, the sources of its gross income, the
composition and values of its assets, distribution levels and the concentration of ownership of its capital stock. We
believe that Bimini Capital is organized and has operated in conformity with the requirements for qualification and
taxation as a REIT under the Code, and we intend to continue to operate it in such a manner, but no assurance can be
given that we will operate it in a manner so as to remain qualified as a REIT.

As a REIT, Bimini Capital generally will not be subject to U.S. federal income tax on the REIT taxable income that is
currently distributed to our stockholders.  Taxable income generated by any new taxable REIT subsidiary (“TRS”) that
we may form or acquire will be subject to federal, state and local income tax; Bimini Capital presently has two  TRS’s,
Bimini Advisors and MortCo. Under the Code, REITs are subject to numerous organizational and operational
requirements, including a requirement that they distribute annually at least 90% of their REIT taxable income,
determined without regard to the deduction for dividends paid and excluding any net capital gains. If Bimini Capital
fails to qualify as a REIT in any calendar year and does not qualify for certain statutory relief provisions, its income
would be subject to U.S. federal income tax, and it would likely be precluded from qualifying for treatment as a REIT
until the fifth calendar year following the year in which it failed to qualify. Even if Bimini Capital qualifies as a REIT,
it may still be subject to certain federal, state and local taxes on its income and assets and to U.S. federal income and
excise taxes on its undistributed income.

Employees

As of December 31, 2013, we had 7 full-time employees.

Competition
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