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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2014 OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE TRANSITION PERIOD FROM TO

Commission File Number: 001-35107

APOLLO GLOBAL MANAGEMENT, LLC
(Exact name of Registrant as specified in its charter)

Delaware 20-8880053
(State or other jurisdiction of incorporation or
organization)

9 West 57th Street, 43rd Floor

New York, New York 10019

(Address of principal executive offices) (Zip Code)
(212) 515-3200

(Registrant’s telephone number, including area code)

(I.R.S. Employer Identification No.)

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. Yesx No ~

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

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 T Accelerated filer
Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes” No T

As of August 8, 2014 there were 156,771,918 Class A shares and 1 Class B share outstanding.
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Forward-Looking Statements
This quarterly report may contain forward-looking statements that are within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). These statements include, but are not limited to, discussions related to Apollo’s
expectations regarding the performance of its business, liquidity and capital resources and the other non-historical
statements in the discussion and analysis. These forward-looking statements are based on management’s beliefs, as
well as assumptions made by, and information currently available to, management. When used in this quarterly report,
the words “believe,” “anticipate,” “estimate,” “expect,” “intend” and similar expressions are intended to identify forward-looki
statements. Although management believes that the expectations reflected in these forward-looking statements are
reasonable, it can give no assurance that these expectations will prove to have been correct. These statements are
subject to certain risks, uncertainties and assumptions, including risks relating to our dependence on certain key
personnel, our ability to raise new private equity, credit or real estate funds, market conditions generally, our ability to
manage our growth, fund performance, changes in our regulatory environment and tax status, the variability of our
revenues, net income and cash flow, our use of leverage to finance our businesses and investments by our funds and
litigation risks, among others. We believe these factors include but are not limited to those described under the section
entitled “Risk Factors” in the Company's Annual Report on Form 10-K filed with the United States Securities and
Exchange Commission ("SEC") on March 3, 2014 (the "2013 Annual Report"); as such factors may be updated from
time to time in our periodic filings with the SEC, which are accessible on the SEC’s website at www.sec.gov. These
factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements
that are included in this quarterly report and in our other filings. We undertake no obligation to publicly update or
review any forward-looking statements, whether as a result of new information, future developments or otherwise,
except as required by applicable law.
Terms Used in This Report
In this quarterly report, references to “Apollo,” “we,” “us,” “our” and the “Company” refer collectively to Apollo Global
Management, LL.C, a Delaware limited liability company, and its subsidiaries, including the Apollo Operating Group
and all of its subsidiaries;
“AMH” refers to Apollo Management Holdings, L.P., a Delaware limited partnership, that is an indirect subsidiary of
Apollo Global Management, LLC;
“Apollo funds” and “our funds” refer to the funds, alternative asset companies and other entities that are managed by the
Apollo Operating Group;
“Apollo Operating Group” refers to (i) the limited partnerships through which our Managing Partners currently operate
our businesses and (ii) one or more limited partnerships formed for the purpose of, among other activities, holding
certain of our gains or losses on our principal investments in the funds, which we refer to as our “principal investments”;
“Assets Under Management,” or “AUM,” refers to the assets we manage for the funds, partnerships and accounts to which
we provide investment management services, including, without limitation capital that such funds, partnerships and
accounts have the right to call from investors pursuant to capital commitments. Our AUM equals the sum of:
Q) the fair value of the investments of the private equity funds, partnerships and accounts we manage plus the capital
that such funds, partnerships and accounts are entitled to call from investors pursuant to capital commitments;

the net asset value, or “NAV,” of the credit funds, partnerships and accounts for which we provide investment
management services, other than certain collateralized loan obligations (“CLOs”) and collateralized debt obligations
(“CDOs”), which have a fee generating basis other than the mark-to-market value of the underlying assets, plus used
or available leverage and/or capital commitments;

the gross asset value or net asset value of the real estate funds, partnerships and accounts we manage, and
(iii) the structured portfolio company investments of the funds, partnerships and accounts we manage, which

includes the leverage used by such structured portfolio company investments;
the incremental value associated with the reinsurance investments of the portfolio company assets that we manage;
and

9 ¢ 99 ¢

(i)

(iv)
(v)
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investment management services, plus unused credit facilities, including capital commitments to such funds,
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that may require pre-qualification before investment plus any other capital commitments to such funds, partnerships

and accounts available for investment that are not otherwise included in the clauses above.

Our AUM measure includes Assets Under Management for which we charge either no or nominal fees. Our definition

of AUM is not based on any definition of Assets Under Management contained in our operating agreement or in any

of our Apollo fund management agreements. We consider multiple factors for determining what should be included in

our definition of AUM. Such factors include but are not limited to (1) our ability to influence the investment decisions

for existing and available assets; (2) our ability to generate income from the underlying assets in our funds; and (3) the

AUM measures that we use internally or believe are used by other investment managers. Given the differences in the

investment strategies and structures among other alternative investment managers, our calculation of AUM may differ

from the calculations employed by other investment managers and, as a result, this measure may not be directly

comparable to similar measures presented by other investment managers;

Fee-generating AUM consists of assets we manage for the funds, partnerships and accounts to which we provide

investment management services and on which we earn management fees or, monitoring fees pursuant to management

or other fee agreements on a basis that varies among the Apollo funds, partnerships and accounts we manage.

Management fees are normally based on “net asset value,” “gross assets,” “adjusted par asset value,” “adjusted cost of all

unrealized portfolio investments,” “capital commitments,” “adjusted assets,” “stockholders’ equity,” “invested capital” or “cap

contributions,” each as defined in the applicable management agreement. Monitoring fees, also referred to as advisory

fees, with respect to investments of the funds, partnerships and accounts we manage are generally based on the total

value of such structured portfolio investments, which normally include leverage, less any portion of such total value

that is already considered in fee-generating AUM.

Non-fee generating AUM consists of assets that do not produce management fees or monitoring fees. These assets

generally consist of the following:

(i) fair value above invested capital for those funds that earn management fees based on invested capital;

(ii) net asset values related to general partner and co-investment ownership;

(iii) unused credit facilities;

(iv)available commitments on those funds that generate management fees on invested capital;

(v)structured portfolio company investments that do not generate monitoring fees; and

vi) the difference between gross asset and net asset value for those funds that earn management fees based on net
asset value.

Carry Eligible AUM refers to the AUM that may eventually produce carried interest income. All funds for which we

are

entitled to receive a carried interest income allocation are included in Carry Eligible AUM, which consists of the

following:

99 ¢ LR INT3

29 ¢

(i) Carry Generating AUM refers to funds' invested capital that is currently above its hurdle rate or preferred return,
and the funds' profit is allocated to the general partner in accordance with the applicable limited partnership
agreements or other governing agreements;

(i) AUM Not Currently Generating Carry refers to funds' invested capital that is currently below its hurdle rate or
preferred return; and

Uninvested Carry Eligible AUM refers to available capital for investment or reinvestment subject to the

provisions of applicable limited partnership agreements or other governing agreements that are not currently part

of the NAV or fair value of investments that may eventually produce carried interest income, which would be

allocated to the general partner.

(iii)

AUM with Future Management Fee Potential refers to the committed uninvested capital portion of total AUM not
currently earning management fees. The amount depends on the specific terms and conditions of each fund.



Edgar Filing: Apollo Global Management LLC - Form 10-Q




Edgar Filing: Apollo Global Management LLC - Form 10-Q

Table of Contents

We use non-fee generating AUM combined with fee-generating AUM as a performance measure of our investment
activities, as well as to monitor fund size in relation to professional resource and infrastructure needs. Non-fee
generating AUM includes assets on which we could earn carried interest income;

“carried interest,” “carried interest income,” and “incentive income” refer to interests granted to Apollo by an Apollo fund
that entitle Apollo to receive allocations, distributions or fees which are based on the performance of such fund or its
underlying investments;

“Contributing Partners” refer to those of our partners and their related parties (other than our Managing Partners) who
indirectly beneficially own (through Holdings) Apollo Operating Group units;

“feeder funds” refer to funds that operate by placing substantially all of their assets in, and conducting substantially all
of their investment and trading activities through, a master fund, which is designed to facilitate collective investment
by the participating feeder funds. With respect to certain of our funds that are organized in a master-feeder structure,
the feeder funds are permitted to make investments outside the master fund when deemed appropriate by the fund’s
investment manager;

“gross IRR” of a private equity fund represents the cumulative investment-related cash flows for all of the investors in
the fund on the basis of the actual timing of investment inflows and outflows (for unrealized investments assuming
disposition on June 30, 2014 or other date specified) aggregated on a gross basis quarterly, and the return is
annualized and compounded before management fees, carried interest and certain other fund expenses (including
interest incurred by the fund itself) and measures the returns on the fund’s investments as a whole without regard to
whether all of the returns would, if distributed, be payable to the fund’s investors;

“Holdings” means AP Professional Holdings, L.P., a Cayman Islands exempted limited partnership through which our
Managing Partners and Contributing Partners indirectly beneficially own their interests in the Apollo Operating Group
units;

“Managing Partners” refer to Messrs. Leon Black, Joshua Harris and Marc Rowan collectively and, when used in
reference to holdings of interests in Apollo or Holdings, includes certain related parties of such individuals;

“net IRR” of a private equity fund means the gross IRR applicable to all investors, including related parties which may
not pay fees, net of management fees, organizational expenses, transaction costs, and certain other fund expenses
(including interest incurred by the fund itself). The realized and the estimated unrealized value is adjusted such that up
to 20.0% of the unrealized gain is allocated to the general partner, thereby reducing the balance attributable to fund
investors’ carried interest all offset to the extent of interest income, and measures returns based on amounts that, if
distributed, would be paid to investors of the fund, to the extent that a private equity fund exceeds all requirements
detailed within the applicable fund agreement;

“net return” represents the calculated return that is based on month-to-month changes in net assets and is calculated
using the returns that have been geometrically linked based on capital contributions, distributions and dividend
reinvestments, as applicable;

“our manager” means AGM Management, LL.C, a Delaware limited liability company that is controlled by our
Managing Partners;

“permanent capital” means capital of publicly traded vehicles that do not have redemption provisions or a requirement to
return capital to investors upon exiting the investments made with such capital, except as required by applicable law,
such as AP Alternative Assets, L.P. ("AAA"), Apollo Investment Corporation ("AINV"), Apollo Commercial Real
Estate Finance, Inc. ("ARI"), Apollo Residential Mortgage, Inc. ("AMTG"), Apollo Tactical Income Fund Inc.
("AIF"), and Apollo Senior Floating Rate Fund Inc. ("AFT"); such publicly traded vehicles may be required, or elect,
to return all or a portion of capital gains and investment income;

“private equity investments” refer to (i) direct or indirect investments in existing and future private equity funds
managed or sponsored by Apollo, (ii) direct or indirect co-investments with existing and future private equity funds
managed or sponsored by Apollo, (iii) direct or indirect investments in securities which are not immediately capable
of resale in a public market that Apollo identifies but does not pursue through its private equity funds, and

(iv) investments of the type described in (i) through (iii) above made by Apollo funds; and

“Strategic Investors” refer to the California Public Employees’ Retirement System, or “CalPERS,” and an affiliate of the
Abu Dhabi Investment Authority, or “ADIA.”
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APOLLO GLOBAL MANAGEMENT, LLC

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION (UNAUDITED)
JUNE 30, 2014 AND DECEMBER 31, 2013

(dollars in thousands, except share data)

June 30, December 31,

2014 2013
Assets:
Cash and cash equivalents $1,093,657 $1,078,120
Cash and cash equivalents held at consolidated funds 1,989 1,417
Restricted cash 7,646 9,199
Investments 2,882,683 2,393,883
Assets of consolidated variable interest entities:
Cash and cash equivalents 1,189,378 1,095,170
Investments, at fair value 13,692,172 14,126,362
Other assets 445,705 280,718
Carried interest receivable 1,988,073 2,287,075
Due from affiliates 247,797 317,247
Fixed assets, net 37,781 40,251
Deferred tax assets 665,120 660,199
Other assets 68,925 44,170
Goodwill 49,243 49,243
Intangible assets, net 77,222 94,927
Total Assets $22,447,391 $22,477,981
Liabilities and Shareholders’ Equity
Liabilities:
Accounts payable and accrued expenses $61,359 $38,159
Accrued compensation and benefits 85,409 41,711
Deferred revenue 272,727 279,479
Due to affiliates 574,272 595,371
Profit sharing payable 963,922 992,240
Debt 999,008 750,000
Liabilities of consolidated variable interest entities:
Debt, at fair value 12,179,012 12,423,962
Other liabilities 607,141 605,063
Other liabilities 37,363 63,274
Total Liabilities 15,780,213 15,789,259

Commitments and Contingencies (see note 13)

Shareholders’ Equity:

Apollo Global Management, LL.C shareholders’ equity:

Class A shares, no par value, unlimited shares authorized, 156,296,748 and 146,280,784
shares issued and outstanding at June 30, 2014 and December 31, 2013, respectively o
Class B shares, no par value, unlimited shares authorized, 1 share issued and

outstanding at June 30, 2014 and December 31, 2013

Additional paid in capital 2,413,115 2,624,582
Accumulated deficit (1,425,244 ) (1,568,487 )
Appropriated partners’ capital 1,405,064 1,581,079
Accumulated other comprehensive (loss) income (952 ) 95

Total Apollo Global Management, LL.C shareholders’ equity 2,391,983 2,637,269
Non-Controlling Interests in consolidated entities 3,134,473 2,669,730

11
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Non-Controlling Interests in Apollo Operating Group

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

See accompanying notes to condensed consolidated financial statements.

- 6-

1,140,722
6,667,178
$22,447,391

1,381,723
6,688,722
$22,477,981

12
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APOLLO GLOBAL MANAGEMENT, LLC

CONDENSED CONSOLIDATED STATEMENTS

OF OPERATIONS (UNAUDITED)

THREE AND SIX MONTHS ENDED JUNE 30, 2014 AND 2013

(dollars in thousands, except share data)

Revenues:

Adpvisory and transaction fees from affiliates, net
Management fees from affiliates

Carried interest income from affiliates

Total Revenues

Expenses:

Compensation and benefits:

Equity-based compensation

Salary, bonus and benefits

Profit sharing expense

Total Compensation and Benefits

Interest expense

Professional fees

General, administrative and other
Placement fees

Occupancy

Depreciation and amortization

Total Expenses

Other Income (Loss):

Net (losses) gains from investment activities

Net gains (losses) from investment activities of consolidated

variable interest entities

Income from equity method investments
Interest income

Other income, net

Total Other Income (Loss)

Income before income tax provision
Income tax provision

Net Income

Net income attributable to Non-controlling Interests

Net Income Attributable to Apollo Global Management, LLC $71,668

Net Income Per Class A Share:
Net Income Available to Class A Share — Basic
Net Income Available to Class A Share —Diluted

Weighted Average Number of Class A Shares — Basic
Weighted Average Number of Class A Shares — Diluted

Three Months Ended
June 30,
2014 2013
$60,786 $65,085
226,420 155,070
284,946 277,106
572,152 497,261
28,711 43,501
89,832 69,282
160,778 127,244
279,321 240,027
4,524 7,594
20,211 21,665
25,291 26,037
3,489 3,120
10,418 10,149
11,115 14,195
354,369 322,787
(9,534 ) 1,116
43,425 (35,198 )
30,701 20,090
2,726 3,049
2,238 2,778
69,556 (8,165 )
287,339 166,309
(35,037 ) (18,139 )
252,302 148,170
(180,634 ) (89,433 )
$58,737
$0.33 $0.32
$0.33 $0.32
152,852,427 137,289,147
152,852,427 137,289,147

See accompanying notes to condensed consolidated financial statements.

-7

Six Months Ended

June 30,

2014 2013
$176,851 $112,504
436,211 305,517
450,490 1,388,313
1,063,552 1,806,334
87,689 88,787
170,362 142,678
264,737 550,864
522,788 782,329
7,638 15,112
39,663 37,725
49,969 48,978
5,275 12,478
20,321 19,954
22,834 28,813
668,488 945,389
213,874 53,249
91,160 12,663
53,611 47,880
6,054 6,140
19,769 4,076
384,468 124,008
779,532 984,953
(67,586 ) (36,718 )
711,946 948,235
(568,109 ) (640,520 )
$143,837 $307,715
$0.64 $1.94

$0.64 $1.93
150,328,495 134,285,776
150,328,495 138,104,463

13
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APOLLO GLOBAL MANAGEMENT, LLC

CONDENSED CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (UNAUDITED)

THREE AND SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(dollars in thousands, except share data)

Three Months Ended
June 30,
2014 2013
Net Income $252,302 $148,170
Other Comprehensive Loss, net of tax:
Net loss from change in fair value of cash flow hedge instruments (1,043 ) —
Net loss on available-for-sale securities (from equity method o 3 )
investment)
Total Other Comprehensive Loss, net of tax (1,043 ) @3 )
Comprehensive Income 251,259 148,167
Comprehensive Income attributable to Non-Controlling Interests (146,166 ) (129,676 )
Eﬁrélprehensive Income Attributable to Apollo Global Management, $105.093 $18.491

See accompanying notes to condensed consolidated financial statements.

8-

Six Months Ended
June 30,
2014 2013

$711,946 $948,235

(1,043 ) —
4 ) (5 )
(1,047 ) 5 )

710,899 948,230
(508,818 ) (642,521 )

$202,081 $305,709

15
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APOLLO GLOBAL MANAGEMENT, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES
IN SHAREHOLDERS’ EQUITY (UNAUDITED)
SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(dollars in thousands, except share data)
Apollo Global Management, LLC Shareholders

Total
Accumulapedlo Non-
Class A CIA% 'Fional Accumulated ApproprjatedOther Glol?al Controllipg
Shares gphadin Deficit Partpers CompreMnmment,Interest.s in
&rapltal Capital Income LLC Total Consolidated
(Loss) Shareholders’Entities

Equity
Balance at
January 1, 2013
Dilution impact
of issuance of — —4,545 — — — 4,545
Class A shares
Capital increase
related to
equity-based
compensation
Capital
contributions
Distributions — —(258,816 ) — (95906 ) — (354,722
Distributions
related to
deliveries of 2,899,114 —10,911 (41,763 ) — — (30,852
Class A shares for
RSUs
Purchase of AAA
units o o o o o o
Net transfers of
AAA ownership
interest to (from)
Non-Controlling — —(1,921 ) — — — (1,921
Interests in
consolidated
entities
Satisfaction of
liability related to — —1,027 — — — 1,027
AAA RDUs
Exchange of
AOG Units for 8,769,364 —64,631 — — — 64,631
Class A shares
Net income (loss) — —_ 307,715 (2,001 ) — 305,714
Net loss on — —_ — — (5 ) (5
available-for-sale
securities (from

— —68,058 — — — 68,058

444,678
) (78,927

)_

(62,326

) 1,921

30,792

Non-
Controlling
Interests in
pollo
Operating
Group

130,053,993 1 $3,043,334 $(2,142,020) $1,765,360 $144 $2,666,818 $1,893,212 $1,143,353

19,163

) (439,017

(50,819

611,729

16
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equity method
investment)
Balance at June
30, 2013

Balance at
January 1, 2014
Dilution impact
of issuance of
Class A shares
Capital increase
related to
equity-based
compensation
Capital
contributions
Distributions
Distributions
related to
deliveries of
Class A shares for
RSUs

Purchase of AAA
units o
Net transfers of
AAA ownership
interest to (from)
Non-Controlling —
Interests in
consolidated

entities

Satisfaction of
liability related to —
AAA RDUs
Exchange of
AOG Units for
Class A shares
Net income
Change in cash
flow hedge
instruments

Net loss on
available-for-sale
securities (from
equity method
investment)
Balance at June
30, 2014

3,797,843

6,218,121

141,722,471 1 $2,931,769

146,280,784 1 $2,624,582

—3,184

—72,590

—(337,282 )

—17,108

—(3,423 )

—1,183

—45,173

156,296,748 1 $2,413,115

$(1,876,068) $1,667,453

$(1,568,487) $1,581,079

135,356
(370,662 )

(594 )

143,837 59,291

$(1,425,244) $1,405,064

See accompanying notes to condensed consolidated financial statements.

_9.

$139

$95

(1,043) (1,043

4

$(952) $2,391,983 $3,134,473

) (4

$2,723,293  $2,229,350 $1,284,409 $¢

$2,637,269 $2,669,730 $1,381,723 $¢

3,184 — — 3,
72,590 — — 7-
135,356 432,804 — 5¢
(707,944 ) (172,895 ) (513,741 ) (1
6,514 — — 6,
— (312 ) — (3
(3,423 ) 3,423 — —
1,183 — — 1,
45,173 — (34,355 ) I
203,128 201,723 307,095 71

) — — a

) — — ¢

$1,140,722  $¢

17
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APOLLO GLOBAL MANAGEMENT, LLC

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(dollars in thousands, except share data)

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Equity-based compensation
Non-cash management fees
Depreciation and amortization
Amortization of intangible assets
Amortization of debt issuance costs

Unrealized (gains) losses from investment in HFA and other investments

Non-cash interest income
Income from equity awards received for directors’ fees

Distribution of earnings from equity method investments

Income from equity method investments
Change in market value on derivatives
Change in fair value of contingent obligations

Excess tax benefits from share-based payment arrangements

Deferred taxes, net

Net loss on disposal of assets

Changes in assets and liabilities:

Carried interest receivable

Due from affiliates

Other assets

Accounts payable and accrued expenses
Accrued compensation and benefits
Deferred revenue

Due to affiliates

Profit sharing payable

Other liabilities

Apollo Funds related:

Net realized gains from investment activities
Net unrealized (gains) losses from investment activities
Net realized gains on debt

Net unrealized losses on debt

2014
$711,946

87,689
(14,946
5,129
17,705
2,655
(8,833
(1,725
(242
29,878
(53,611
(14,039
4,793
(7,108
19,687
38

299,002
(119,833
(14,697
30,308
43,763
(6,752
(70,636
(8,028
4,134

(16,876
(214,042
(357
6,528

2013
$948,235

88,787
5,766
23,047
320
2,092
(1,656
(516
49,556
(47,880
(284
9,919
31,509
29

(136,488
(34,517
(16,938
5,044
19,778
44,298
(37,598
40,550
501

(84,326
58,505

(83,397
156,249

18



