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PART |
Item 1. BUSINESS

General

New York Mortgage Trust, Inc. together with its sofidated subsidiaries (“NYMT”, the “Company”, “we"our”, and “us”) is a self-
advised residential mortgage finance company ttgiees and invests in adjustable rate mortgag®WA) assets. We earn net interest
income from residential mortgage-backed securéieb adjustable-rate mortgage loans and secuflitied. March 31, 2007, the Company
originated mortgages throught its wholly-owned sdibsy, The New York Mortgage Company, LLC (“NYMC")n this discontinued
operation, we earned gain on sale income and texest income by originating a variety of residaitnortgage loan products. This
discontinued operation also originated residemtiaitgage loans as a broker for the purpose of mibgibroker fee income.

As of December 31, 2006, we had approximately $biipn of total assets as compared to $1.79dillat December 31, 2005 (see
our consolidated financial statements and relatédsbeginning on page F-1).

Recent Event- Sale of Mortgage Lending Business and Change inr@usiness Strategy

On February 7, 2007, we announced that, as a paurgreviously announced exploration of stratediernatives for the Company,
we had entered into a definitive agreement tossdiktantially all of the retail mortgage lendingtfisrm of NYMC to IndyMac Bank, F.S.B.,
(“Indymac”), a wholly owned subsidiary of Indymaeforp, Inc, for an estimated purchase price of$t8llion in cash and the assumption
of certain of our liabilities by Indymac. On Mar8hi, 2007, Indymac purchased substantially all efdherating assets related to NYMC'’s
retail mortgage lending platform, including, amatbger things, assuming leases held by NYMC for egipnately 20 full service and
approximately 10 satellite retail mortgage lendifiices (excluding the lease for the Company’s ooae headquarters, which is being
assigned, as previously announced, under a se@aya@ement to Lehman Brothers Holding, Inc.), érgible personal property located in
those approximately 30 retail mortgage bankingcefi NYMC's pipeline of residential mortgage logplécations (the “Pipeline Loans”),
escrowed deposits related to the Pipeline Loarstpmer lists and intellectual property and inforimatechnology systems used by NYMC
the conduct of its retail mortgage banking platfonglymac assumed the obligations of NYMC underRlpeline Loans and substantially all
of NYMC'’s liabilities under the purchased contraatsl purchased assets arising after the closimg btymac has also agreed to pay (i) the
first $500,000 in severance expenses with respéttansferred employees” (as defined in the ageathase agreement filed as Exhibit 10.62
to this Annual Report on Form 10-K) and (ii) seware expenses in excess of $1.1 million arisirey &fie closing with respect to transferred
employees. As part of the Indymac transactionQbmpany has agreed, for a period of 18 monthstoncdmpete with Indymac other than in
the purchase, sale, or retention of mortgage ldadgmac has hired substantially all of our brapafiployees and loan officers and a majority
of NYMC employees based out of our corporate headqts. As of April 1, 2007, the Company has appnexely 40 employees.

On February 14, 2007, we entered into a defindigeeement with Tribeca Lending Corp., a subsididdyranklin Credit
Management Corporation (“Tribeca Lending”) to sl wholesale lending business for an estimatedhase price of $485,000. This
transaction closed on February 22, 2007. Togetherclosing of the sale of our retail mortgage aglplatform to Indymac and the sale of
our wholesale lending business to Tribeca Lendasgriesulted in gross proceeds to NYMT of approxatye14.0 million before fees and
expenses, and before deduction of approximately ®#lion, which will be held in escrow to suppevarranties and indemnifications
provided to Indymac by NYMC as well as other pusghprice adjustments. NYMC will record a one timeable gain on the sale of these
assets. NYMC's deferred tax asset will absorb amgltle gain from the sale.

We expect to redeploy the net proceeds from thedfabur retail mortgage banking platform in highatity mortgage loan securitie
We will liquidate the remaining inventory of loahsld for sale in the ordinary course of business. Bbard of Directors, together with our
management, will continue to consider strategigomgtfor NYMT, including a possible sale or mergeraising capital under a passive REIT
business model.
We believe that the disposition of our mortgagealieg business will allow us to meet the followingsiness objectives:
» reduce, and ultimately eliminate, our taxable RElibsidiary’s operating losses;

« enable NYMC to retain the economic value of itsuewsalated net operating losses;

» increase NYMT's investable capital and financiakfbility;






« lower NYMT'’s executive management compensation agps;
« significantly reduce our potential severance oltiayes; and

« enable our management to focus on our mortgagdofiormanagement operations, which consisted ofld $illion
portfolio of investment securities as of DecemhkrZ)06.

Upon consummation of the transaction with Indymadviarch 31, 2007, Steven B. Schnall, our ChairnRaasident and Co-Chief
Executive Officer, and Joseph V. Fierro, the Cldekrating Officer of NYMC, resigned from their ex¢ige positions with us and assumed
roles with Indymac. Concurrent with Mr. Schnallesignation, Steven R. Mumma, presently our Chie&kcial Officer, will also assume the
roles of President and Co-Chief Executive Offidédr. Schnall continues to serve our Board of Direxias its non-executive Chairman, and
David A. Akre continues to serve as Vice Chairmad &o-Chief Executive Officer.

In connection with the sale of our wholesale magtgarigination platform assets on February 22, 20X the transaction with
Indymac, during the fourth quarter of 2006, we sifEsd substantially all of the assets, liabiliteasd operations of our Mortgage Lending
segment as a discontinued operation in accordaithetve provisions of Statement of Financial Accting Standards No. 144, “Accounting
for the Impairment or Disposal of Long-Lived AsSet'SFAS No. 144"). As a result, we have reportestenues and expenses related to the
segment as a discontinued operation and the redateets and liabilities as assets and liabiligésted to a discontinued operation for all
periods presented in the accompanying consolidatadcial statements . Certain assets, such adefeered tax asset, and certain liabilities,
such as subordinated debt and liabilities relatdddsed facilities not assigned to Indymac wiltdree part of the ongoing operations of
NYMT and accordingly, we have not classified asseahtinued in accordance with the provisions cASMo. 144.See Note 12 in the notes
of our consolidated financial statements.

Following our exit from the mortgage lending busisewe will exclusively focus our resources andmdfon the business that we
refer to as our Mortgage Portfolio Management sednwehich will primarily involve investing, on averaged basis, in residential mortgage
backed securities, and our revenues will be denpredarily from the difference between the intei@sbme we earn on our mortgage assets
and the costs of our borrowings (net of hedgingeasps). Because the mortgage lending businessespee a significant part of our
operations, our historic operations (since comgfetif our initial public offering) may not be nesasly comparable to our financial
operations following consummation of the transatidescribed above.

Our Mortgage Portfolio Management Business

Our residential mortgage investments are compia$é&RM loans, ARM securities and floating rate etdiralized mortgage
obligations (“CMO Floaters”). The ARM loans and seties have interest rates that reset in a yetess, and “hybrid” ARM loans and
securities have a fixed interest rate for an ihpiexiod of two to seven years before converting/®M loans and securities whose rates will
reset each year or shorter. ARM securities reptés@rests in pools of ARM loans. The ARM secestare rated by at least one of two
nationally recognized rating agencies, Standarc&B, Inc. or Moody’s Investors Service, Inc. (tfRating Agencies”)pr issued by Fredd
Mac (“FHLMC"), Fannie Mae (“FNMA”) or Ginnie Mae BGNMA"). The securitizations result in a series afed mortgage securities backed
by the ARM loans. The CMO Floaters are mortgageisies backed by a pool of FNMA, FHLMC or GNMA fixl rate mortgage loans the
cash flows from which have interest rates that stdjuonthly. As an investor in residential mortgageets, our net income is generated
primarily from the difference between the inteiesbme we earn on our mortgage assets and thefcost borrowings (net of hedging
expenses), commonly referred to as the “Net Spr€aut. goal is to maximize the long-term sustainatiféerence between the yield on our
investments and the cost of financing these afisetagh the following strategies:

« earning net interest spread between the yield ofgage assets we own and the cost to finance ssetsa

« focusing on purchasing high credit quality resigmortgage loans through third parties that wigelse can be retained in ¢
portfolio;




« using hedging instruments to better match asseliapitity durations;

« leveraging our portfolio to increase its size witle intent to enhance our returns while at the séme managing the increas
risk of loss associated with this leverage; and

« utilizing hedging strategies that we consider appete to minimize exposure to interest rate change

We finance the purchases of ARM loans, ARM seasgitind CMO Floaters (collectively “ARM Assets”) witquity capital,
unsecured debt and short-term borrowings suchpasaiease agreements, securitizations resultingpatifig-rate longerm collateralized de
obligations (“CDOs") and other collateralized fircémgs. For hedging purposes, and to the exteneekid necessary, we enter into swap
agreements whereby we receive floating rate paysriaréxchange for fixed rate payments, effectiwelgverting the borrowings to a fixed
rate. We believe our exposure and risks relatethémges in interest rates can be prudently marntagedgh holding ARM Assets and
attempting to match the duration of our liabilitiggh the duration of our ARM Assets. From a cretik perspective, we retain high quality
assets and follow strict credit underwriting standda

Our Mortgage Lending Business (Discontinued Opeiat)

Until March 31, 2007, we originated mortgage lodmsugh NYMC. Licensed or exempt from licensingi#h states and the District
of Columbia and through a network of 25 full seevliranch loan origination locations and 22 sageltian origination locations that were
licensed or pending state license approval as cébéer 31, 2006, NYMC offered a broad range oflergial mortgage products, with a
primary focus on prime, or high credit quality, idestial mortgage loans . We sell the fixed-ratenie that we originated to third parties and
retain and either finance in our portfolio selecagifustable-rate and hybrid mortgage loans thabnggnated or we sell them to third parties.
As of March 2006, we began to sell all loans orgga by NYMC in an effort to increase gain on salenue in current periods due to
decreased spreads available by holding the loapsrifolio. Our portfolio of loans is held at theat estate investment trust (“REIT”) level or
by a qualified REIT subsidiary (“QRS”). We relied our own underwriting criteria with respect to thertgage loans we retained and relied
on the underwriting criteria of the institutionsvtdiich we sell our loans with respect to the loamsintend to sell. In either case, we directly
performed the underwriting of such loans with ownaexperienced underwriters.

Our Tax Status

Unlike banks, savings and loans or most mortgamgnaitors, we are structured as a REIT for fedm@dme tax purposes. We have
elected to be taxed as a REIT under Sections 88&GBthe Internal Revenue Code (IRC) of 1986, asradad, commencing with our taxable
year ended December 31, 2004, and we operateteajaslify as a real estate investment tr*REIT") for federal income tax purposes. We
hold our investment in ARM Assets directly or iIQRS. Accordingly, the net interest income we earmar ARM Assets is generally not
subject to federal income tax as long as we distieilat least 90% of our REIT taxable income infdren of a dividend to our stockholders
each year and comply with various other requiresidrailure to qualify as a REIT would subject tr@r(@any to federal income tax
(including any applicable minimum tax) on its tabelmcome at regular corporate rates and distiimgtito its stockholders in any such year
would not be deductible by the Company.

NYMC is our taxable REIT subsidiary (“TRS"). Thetaities we conduct through NYMC, including purcirgmortgage loans
from and selling mortgage loans sold to third gartare subject to federal and state corporateriadax. We may elect to retain any after tax
income generated by NYMC, and, as a result, magase our consolidated capital and grow our busittgeugh retained earnings or
distribute all or a portion of our after-tax NYM@maings to our stockholders.

Access to our Periodic SEC Reports and Other Corpate Information

Our internet website address is www.nymtrust.core.iéke available free of charge, through our itewebsite, our annual report
on Form 10-K, our quarterly reports on Form 10-@yent reports on Form 8-K and any amendmentstihénat we file or furnish pursuant
to Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 as soon as reasonably practicabde aft electronically file such material
with, or furnish it to, the Securities and Excha@mmmission (the “SEC”). Our Corporate Governancé&€élines and Code of Business
Conduct and Ethics and the charters of our Audithn@ensation and Nominating and Corporate Govern@ooamittees are also available on
our website and are available in print to any stottter upon request in writing to New York Mortgabeist, Inc., c/o Chief Financial Officer
and Secretary, 1301 Avenue of the Americas, 7ir fllew York, New York 10019. Information on ourlvgite is neither part of nor
incorporated into this annual report on Form 10-K.






Corporate Governance

We operate our business with a focus on high stdsda business practices and professional condiet following are some of the
highlights relating to our corporate governance:

» Our board of directors is composed of a supeajerity of independent directors. As per guiddirestablished by the SEC
NYSE, the Audit, Nominating/Governance and Compgosa&ommittees are composed exclusively of indepandirectors

« We have adopted a Code of Business Conduct andskahid Corporate Governance Guidelines that appdl pfficers, directol
and employees (as well as a supplemental CodehidsHor Senior Financial Officers) to promote tiighest standard of cond
and ethics in our dealings with our customers,kdtoltlers, vendors, the public and our employees.

« Our Insider Trading Policy prohibits any of theatitors, officers or employees of the Company frayirg or selling our stock «
the basis of material nonpublic information, anccamjunction with our Regulation FD policy, prohiicommunicating mater
nonpublic information to others. Trading of our weiies by directors, officers or employees is akal only during a discre
narrow open period after our quarterly report omi@0-Q or annual report on Form 10-K is filed witle SEC.

« We have established a formal internal audit fumctm monitor and test the efficiency of our intdroantrols and procedures
well as the implementation of Section 404 of theb8aes-Oxley Act of 2002.

« We have made publicly available, through our websitvw.nymtrust.com, the charters of the independentmittees of our Boa
of Directors (Audit Committee, Compensation ComedttNominating and Corporate Governance Committad)other corpora
governance materials, including our Code of Busin€snduct and Ethics, our Corporate Governance eéBnab, our Inside
Trading Policy, and other corporate governancecjasli

Company History

We were formed as a Maryland corporation in Septsrgb03. On January 9, 2004, we capitalized NevkYbortgage Funding,
LLC (“NYMF") as a wholly-owned subsidiary of our ngpany. NYMF is a qualified REIT subsidiary (“QRSI), which we accumulate
mortgage loans that the Company intends to sereuritih June 2004, we sold 15 million shares ofammmon stock in an IPO at a price to
public of $9.00 per share, for net proceeds of axprately $122 million after deducting the undeters’ discount and other offering
expenses. Concurrent with our IPO, we issued 200B0shares of common stock in exchange for theiborion to us of 100% of the equity
interests of NYMC. Prior to the IPO, we did not baecurring business operations.

Prior to being acquired by us, NYMC'’s businesstsetyg was to sell or broker all of the loans it araged to third parties and the
largest component of NYMC's net income was generatethe gain on sale of such loans. For accoumimgoses and reporting purposes,
the combination of our company and NYMC is accodrite as a reverse merger and the related trangfeans originated by NYMC to us
accounted for as a transfer of assets betweernesriitder common control. Accordingly, we have rded assets and liabilities transferred
from NYMC at their carrying amounts in the accounttNYMC at the date of transfer. The consoliddiadncial statements include the
accounts of our Company subsequent to the IPO landreclude the accounts of NYMC and NYMF priorthe IPO. As a result, our
historical financial results prior to the IPO refiehe financial operations of this prior businesategy of selling virtually all of the loans
originated by NYMC to third parties. Furthermoitee tARM loans we originated and securitized in theusitizations completed in 2005 were
recorded at cost with no gain on sale recognizeeyauld be the case if sold to third parties. SioaelPO, our business strategy has been to
invest in ARM loans and securitize them to genenateinterest income. As a result, our historicrafiens prior to the IPO and current
financial operations are not necessarily comparable

Our Industry

With the closing of the transaction under whichseéd substantially all of the assets of the retaltgage lending platform to
Indymac, we are now principally a residential paitf manager. Our portfolio is comprised of resitiradjustable rate mortgage loans and
securities. As of December 31, 2006 approximat8ht ®f our assets are rated either “AA” or “AAA” Ither Standard & Poor’s or
Moody'’s, or are obligations issued by either Faviae or Freddie Mac. Besides continuing to manageeristing portfolio, our future
strategy will most likely involve the purchase dghhquality residential mortgage loans in bulk, éinel securitization of same.




Operating Policies, Strategies and Business Segment

Until March 31, 2007, the Company operated two sgs) the Mortgage Portfolio Management segmenttamilortgage Lending
segment. Upon the sale of substantially all ofritetgage lending operating assets to Indymac daoth 31, 2007, the Company exited the
mortgage lending business and accordingly willar@kr report segment information.

Mortgage Portfolio Managemen

Prior to the completion of our IPO on June 29, 2@Q# operations were limited to the mortgage djp@na described in the section
below entitled “Mortgage Lending.” Beginning in yi004, we began to implement our business planvefsting in high quality, adjustable
rate mortgage loan securities. Our portfolio manag® strategy is to acquire ARM Assets from thiadities to hold in our portfolio, fund
them using equity capital and borrowings and toegate net interest income from the difference,edrspread, between the yield on these
assets and our cost of financing. Prior to Marcb&2@ve invested in ARM Assets originated by NYM@t bave since ceased this activity in
an effort to increase gain on sale revenue dua¢daction in spreads available by holding loangartfolio. In order to accomplish this, our:

Acquired ARM Assets are replaced with highality mortgage securities ARM loans acquired fritrind parties, (and in the p:
acquired ARM Assets were replaced with ARM loariginated by NYMC).

» Mortgage portfolio management operates with a l@rg: investment outlook.

» Short-term financing of ARM loans to be securitizegrovided by secured warehouse and aggregaties. |

Ultimate financing for ARM loans is provided byt issuing collateralized debt obligations or gurchase financing facilities.

We seek to have a portfolio consisting of high guahortgage-backed securities and loans. We belibat retaining high quality
assets in our portfolio helps us mitigate riskasged with market disruptions. Our investmentglines define the following classifications
for securities we own:

» Category | investments are mortgdupgeeked securities that are either rated withinafrtee two highest rating categories by at |
one of the Rating Agencies, or have their repayrgaatanteed by FHLMC, FNMA or GNMA.

» Category Il investments are mortgdgeked securities with an investment grade ratiigBB/Baa or better by at least one of
Rating Agencies.

« Category lll investments are mortgagaeked securities that have no rating from, orrated below investment grade by at |
one of the Rating Agencies.




The investment policy adopted by our Board of Diives provides, among other things, that:

 no investment shall be made which would cause €sltto qualify as a REIT;

» no investment shall be made which would cause be tegulated as an investment company;

 at least 70% of our assets will be Category | itmesits or loans that back or will back such investts; and
« no more than 7.5% of our assets will be Categdnynllestments.

Our Board of Directors may amend or waive compkawith this investment policy at any time witholn¢ tconsent of our
stockholders.

To achieve our portfolio strategy and mitigate risk:

» attempt to maintain a net duration, or duration,gspone year or less on our ARM portfolio, relateoirowings and hedgi
instruments;

« structure our liabilities to mitigate potential meige effects of changes in the relationship betws®ort- and longeterm interes
rates;

» focus on holding ARM loans rather than fixeate loans, as we believe we will be adverselycadii to a lesser extent by e:
repayments due to falling interest rates or a réginién our net interest income due to rising iestrates.

Our Board of Directors has also established ansitiwent and leverage committee for the purpose mfosng certain investment
transactions and the incurrence of indebtedness.cBmmittee is comprised of our co-chief executifficers, and our chief financial officer.
The committee has the authority to approve, withbatneed of further approval of our board of dives;, the following transactions from til
to time, any of which may be entered into by uamy of our subsidiaries:

the purchase and sale of agency and private labefage-backed securities, subject to the limitetidescribed above;

securitizations of our mortgage loan portfolio;

the purchase and sale of agency debt;

the purchase and sale of U.S. Treasury securities;

the purchase and sale of overnight investments;

the purchase and sale of money market funds;

» hedging arrangements using:

. interest rate swaps and Eurodollar contracts;
. caps, floors and collars;

. financial futures; and

. options on any of the above; and

« the incurrence of indebtedness using:
. repurchase agreements;

. bank loans, up to an aggregate of $100 millzog



term repurchase agreements.




Initially, the loans held for investment are fundbtbugh warehouse facilities and repurchase aggatsmWe ultimately finance the
loans that we retain in our portfolio through sé@zation transactions. Upon securitization, we eptpthat a vast majority of the resulting
mortgage-backed securities will become eligibleifictusion in Category |I.

The only subordinate classes of mortgage-backadtises that we will hold (Category Il investmeptye subordinate classes that
result from securitizations of the mortgage loanelir portfolio. We do not seek to acquire subaatid mortgage-backed securities as
investments but instead acquire them only in cotimeevith our mortgage loan securitizations or ider to help us meet our asset tests as a
REIT.

Our liabilities are primarily termed repurchaseemgnents with maturities ranging from one to twehanths. A significant risk to
our operations, relating to our portfolio managetisrthe risk that interest rates on our asseltsnai adjust at the same times or amounts
rates on our liabilities adjust. Even though weéheatained and invested in ARM loans, many of tterid ARM loans in our portfolio have
fixed rates of interest for a period of time rarggfrom two to seven years. We use interest rat@suwmextend the duration of our liabilities
attempt to match the duration of our assets andsedgermed repurchase agreements with laddereditiestio reduce the risk of a disruption
in the repurchase market. Since we hold primariRMAAssets rated AAA and agency securities (FHLME&NMA), we believe we are less
susceptible to a disruption in the repurchase niaké¢hese types of securities have typically tadigible for repurchase market financing
even when repurchase financing was not availalletfer classes of mortgage assets or asset bhokeld.

Mortgage Lending (Discontinued Operatiot
The origination of mortgage loans through NYMC hasignificant impact on our financial results iatth
» Loans we originate and sell generate gain on salmie at the TRS.

Certain ARM loans may be held in portfolio rathiearn be sold, thus reducing current period gainad@iscome.

A majority of the Company’s overhead is associatétl the mortgage lending segment.
« Any early payment defaults and resulting loss i@@®&ill come from our mortgage lending segment

Until March 31, 2007, through NYMC, we originatedmparily first mortgages on one-to-four family dwegs through our retail
loan production offices and supplemented this nation production through our internet channel (whtortgageLine.con). On February
22, 2007 we closed an asset sale transaction witteda Lending for our wholesale origination busseand as of that date, no longer
originate loans in a wholesale capacity. As of Ma3d, 2007, we closed an asset sale transactibnindyymac for substantially all of the
operating assets of the Company ' s mortgage lgnliisiness and as of that date exited the mortgagiéng business.




The following table details the payment streamnlparpose and documentation type of our mortgagje dwiginations for the year
ended December 31, 2006:

MORTGAGE LOAN ORIGINATION SUMMARY
For the fiscal year ended December 31, 2006

Dollar
Number Value (in %
of Loans thousands) of Total

Payment Stream
Fixed Rate
FHA/VA A77 78,89¢ 3.1%
Conventional

Conforming 5,94 1,044,53 41.1%

Conventional Jumbo 50& 318,34t 12.50%
Total Fixed Rate 6,92¢ 1,441,78. 56.7%
ARMs
FHA/VA 12 3,42 0.1%
Conventional 3,38¢ 1,098,79: 43.2%
Total ARMs 3,39¢ 1,102,22 43.2%
Annual Total 10,32: 2,544,00: 100.(%
Loan Purpose
Conventional 9,83: 2,461,68 96.8%
FHA/VA 48¢ 82,32: 3.2%
Total 10,32: 2,544,00: 100.(%
Documentation Type
Full Documentation 5,317 1,265,45. 49.7%
Stated Income 2,167 610,23! 24.(%
Stated Income/Stated Assets 1,25¢ 293,45: 11.5%
No Documentatiol 92t 231,24« 9.1%
No Ratio 44k 101,86¢ 4.C%
Stated Assets 15 2,32¢ 0.1%
Other 194 39,42( 1.6%
Total 10,32: 2,544,00: 100.0%

Retail Loan Origination

Our loan origination strategy is predominantly fletaferral-based, mortgage banking. Our loanceffs rely primarily on the various
relationships they have established with theimté&e, realtors, attorneys and others who routiimgBract with those who may need mortgage
financing. Retail loan origination allows us to pige a variety of attractive and innovative mortgggoducts at competitive rates. Unlike
many banks and financial institutions which focakely on loan products to retain in their portfaljove offer a wide range of products —
products that we have retained in the past andratain in portfolio in the future, and productstthee will sell to third parties if such loans
not meet our investment parameters.

Because we are predominately referral-based, airafsourcing potential retail clients, we belieigeless than an organization that
relies heavily on concentrated broadcast, printt@rnet media advertising. By eliminating interrizgtes between the borrower and us, we
can both originate high quality mortgage loansré&ention in our portfolio at attractive yieldsaffer loans that may be sold to third parties,
while at the same time offering our customers &waof mortgage products at competitive rates faed.

On March 31, 2007, we closed an asset sale traosagith Indymac for substantially all of the opting assets of our retail
mortgage lending business and as of that date we drdted the mortgage lending business.

Wholesale Loan Origination



Our wholesale lending strategy has historicallyrb@&emall component of our loan origination opersi Our wholesale lending
business was driven by a network of non-affiliatdtblesale loan brokers and mortgage lenders whmstda loans to us. We maintained
relationships with these wholesale brokers angyitisretail loan originations, underwrote, proceksand funded wholesale loans through our
centralized facilities and processing systemsrdteoto further diversify our origination networdkring 2005, we expanded our wholesale
loan origination capacity with the creation of &islion specifically for wholesale loan originations

On February 22, 2007, we closed an asset saleatrttims with Tribeca Lending for our wholesale on@fion business, and as of that
date, no longer originate loans in a wholesale cijpa




Correspondent Lending

Until March 31, 2007, through our correspondentlieg channels, from time to time we acquired butirtgage loan packages from
Company-approved correspondent lenders. To dase fhierchases have been to supplement loans puiungecuritizations. We reviewed
our correspondents for the soundness of their irs@anortgage lending procedures and their abdifylfill their representations and
warranties to us. Generally, loans acquired fromespondents were originated according to the spamedents’ product specifications and
underwriting guidelines that we have approved awpted.

A full loan collateral review of each loan file, ssperformed to assess note and mortgage docunoensatificiency and compliance,
to verify product quality and compliance with oawéstment guidelines, we performed a full revieveubstantially all moderate to high cre
risk loans.

Underwriting

Historically, NYMC'’s underwriting philosophy has d&®to underwrite loans according to the guidelisablished by the available
purchasers of its loans. However, the Company wwites to its own guidelines select ARM loans tares for its investment portfolio. We
believe that proper underwriting for such loans w#itscal to managing the credit risk inherent itban portfolio.

Typically, mortgage underwriting guidelines proviaéamework for determining whether a proposedtgawe loan to a potential
borrower will be approved. The key points in thisniework are the borrower’s credit scores and dtitications of the borrower’s ability
and willingness to repay the loan, such as theolr's employment and income, the amount of thedvegr’'s equity in and the value of the
borrower’s property securing the loan, the borrdsvdebt to income and other debt ratios, the loaveiue (“LTV") of the loan, the amount
funds available to the borrower for closing andliberower’s post-closing liquidity.

Until March 31, 2007 when the Company exited thetgage lending business, they Company followedutiderwriting guidelines
established by available purchasers with respettietdoans we intend to sell. Furthermore, for gage loans we have retained in the pas
Company followed a specific underwriting methodgldgsed on the following philosophy — first evaki#tie borrower’s ability and
willingness to repay the loan, and then evaluatevtilue of the property securing the loan. Outtagnahas been to only retain mortgage loans
that we believed had low risk of default and remtlioss. As underwriting basically seeks to prefuiture borrower payment patterns and
ability based on the borrower’s history and curf@rdncial information and the lender’s abilitylte made whole in the future through
foreclosure in the event a default does occur,sso@nce can be made that every loan originatpdrahased will perform as anticipated. In
March 2006, we ceased our practice of retainingdamiginated by NYMC to hold in our portfolio aad of March 31, 2007 we exited the
mortgage lending business.

The key aspects of our underwriting guidelines varéollows:

Borrower—In evaluating the borrower’s ability and willingrset® repay a loan, we reviewed and analyzed thewoig aspects of
the borrower: credit score, income and its sougngyloyment history, debt levels in revolving, inisteent and other mortgage loans, credit
history and use of credit in the past, and fintily ability and/or willingness to provide verifigat for the above. Credit scores, credit history,
use of credit in the past and information as ta tekels can be typically obtained from a thirdtparredit report through a credit repository.
Those sources were used in all cases, as availaldertain cases, borrowers had little or no dreiitory that can be tracked by one of the
primary credit repositories. In these cases, thear for the lack of history was considered andrakto account. In our experience, more
than 95% of prospective borrowers have accessiblditchistories. In other cases borrowers are eqtired, per the loan program, to provide
proof of either their stated incomes and or stategkts as found on their mortgage applicationssd lwan types can make assessment of the
borrower's credit profile more difficult.

Property—In evaluating a potential property to be used digtewal for a mortgage loan, we consider all & tbllowing aspects of
the property: the loan balance versus the propaitye, or LTV, the property type, how the propexfil be occupied (a primary residence,
second home or investment property), if the propeepparent value is supported by recent salegufar properties in the same or a nearby
area, any unique characteristics of the propentlycam confidence in the above data and their ssurce




Other Considerations-Other considerations that impact our decision r@iggra borrower’s loan application include the borer's
purpose in requesting the loan (purchase of a rasypposed to cashing equity out of the home thiraugefinancing for example), the loan
type (adjustable-rate, including adjustment periamad loan life rate caps, or fixed-rate), and aegns unique to a loan that we believe could
affect credit performance.

In addition, we worked with nationally recognizemyiders of appraisal, credit, and title insurant& oversaw the activities of the
service providers through on-site visits, repornitaring, customer service surveys, post-closinglityjacontrol, and periodic direct
participation and conversations with our customArsignificant amount of our settlement serviceseygerformed by in-house professionals.
We maintained an extensive quality control revieacpss that was contracted with a third party deoto verify that selected loans were
properly underwritten, executed and documentedloalhs retained in portfolio and a selection ofeotloans sold to third parties were
reviewed for quality control.

Our Loan Origination Financing Strategy

We financed our loan originations utilizing wareBewagreements as well as other similar financirangements. The agreements
are each renewable annually, but are not committedning that the counterparties to the agreenmeayswithdraw access to the credit
facilities at any time.

Warehouse Facilities-Non-depository mortgage lenders, such as NYMCgcslpi rely on credit facilities for capital neededfund
new mortgage loans. These facilities are typidallgs of credit or master repurchase agreements fither financial institutions that the
mortgage banker can draw from in order to fund nemtgage loans. These facilities are referred twaghouse lines or warehouse facilit

Warehouse lines are typically collateralized loarale to mortgage bankers that in turn pledge thdtmeg loans to the warehouse
lender. Third-party mortgage custodians, usualigdebanks, typically hold the mortgage loans, idicig the notes, mortgages and other
important loan documentation, for the benefit @& thortgage lender who is deemed to own the loaniftigre is a default under the
warehouse line, for the benefit of the warehourdde.

As of December 31, 2006 we had a $250 million wausk facility with Greenwich Capital Financial Puats, Inc, a $200 million
warehouse facility with Credit Suisse First Boskartgage Capital, LLC, and a $300 million mastgruehase agreement with Deutsche
Bank Structured Products, Inc. The Deutsche Baciktiabecame operational in January 2006 and kpged on March 26, 2007. The
Greenwich Capital facility has expired as of Febyuh 2007.

Loan Servicing

Loan servicing is the administration function ahartgage loan whereby an entity collects monthlynpants from a mortgage
borrower and disburses those funds to the appteppirties. The servicer has to account for alhpants, maintain balances in certain
accounts for each loan, maintain escrow accounte#d estate taxes and insurance, remit the daaraount of principal and interest monthly
to the holder of the loan and handle foreclosusazquired.

Any loans that we originated and retained for contfplio have their servicing handled by Cenlar &ed Savings Bank (“Cenlar”), a
wholesale bank specializing in mortgage sub-samgidiationwide. Under this arrangement, Cenlar astan intermediary between us and the
borrower. It collects payments from borrowers, Has@ccounting and remittance of the payments, lbarbcrow accounts and does certain
tax reporting. As our retained loans are secudtifzenlar continues to service those loans andtepmthe securities trustee or master
servicer, as appropriate.

For a loan originated and sold to third parties,gBrvicing rights are sold upon the sale of tla@ldVe may choose to own in
NYMC, for periods usually not more than 90 daystaia loans designated as held for sale to thirtigsin order to increase earnings
these cases, we believe there is a large enoughdspetween the mortgage loan interest rate andtdrest rate paid on the applicable
warehouse line to make any additional risk in dagyhose loans on our balance sheet worthwhiléhése cases, and during the interim
period between the time we fund (and subsequenth) @ loan and sell the loan to a third party, eevige loans through Cenlar as well.

Loan servicing provided by Cenlar is provided qori@ate label basis, meaning that Cenlar employekédentify themselves as
being our representatives and correspondence fiagdoéns is on our letterhead. The benefit tofuthis arrangement is that we pay for loan
services as we use them, without a significantstrment in personnel, systems and equipment. Irtiaddsince Cenlar sub-services on our
behalf and reports directly to us, we are quickBde aware of any customer wishing for an early fiafaheir loan through refinancing or
sale of their home. As a result, we can quicklypoesl to customer needs and make immediate effegtstablishing customer contact in order
to capture the potential payoff of a customer'siladth another loan product (potential refinancimmdification or new purchase mortgage)



that suits their needs.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Annual Report on Form 10-K contains certaimfard-looking statements. Forward looking statermemé those which are not
historical in nature. They can often be identifisdtheir inclusion of words such as “will,” “antjate,” “estimate,” “should,” “expect,”
“believe,” “intend” and similar expressions. Anyojection of revenues, earnings or losses, capiamditures, distributions, capital structure

or other financial terms is a forward-looking staént. Certain statements regarding the followingi@alarly are forward-looking in nature:

(LT ”ou

» our business strategy;

the potential consummation of the disposition afreaf our retail and wholesale mortgage lendingriesses;

» our consideration of strategic options, includihg tpossible sale or merger of NYMT or raising calpitnder a passive RE
business model;

future performance, developments, market foreaastsojected dividends; and

projected capital expenditures.

It is important to note that the description of business in general and our investment in morté@ayes and mortgage-backed
securities holdings in particular, is a statemduiueh our operations as of a specific point in tihés not meant to be construed as an
investment policy, and the types of assets we tibklamount of leverage we use, the liabilitiesveair and other characteristics of our assets
and liabilities are subject to reevaluation andngfeawithout notice.

Our forward-looking statements are based upon @mragement’s beliefs, assumptions and expectatfomsrduture operations and
economic performance, taking into account the mfation currently available to us. Forward-lookitgtements involve risks and
uncertainties, some of which are not currently kndavus that might cause our actual results, perdioice or financial condition to be
materially different from the expectations of fieuesults, performance or financial condition wpress or imply in any forward-looking
statements. Some of the important factors thatdcoailise our actual results, performance or finaooiadition to differ materially from
expectations are:

» our proposed portfolio strategy may be changed adified by our management without advance noticstéckholders, and tt
we may suffer losses as a result of such modibaator changes;

« risks associated with the availability of liquidity

« risks associated with the use of leverage;

« risks associated with non-performing assets;

« interest rate mismatches between our mortgage-tasgeurities and our borrowings used to fund suchhases;
» changes in interest rates and mortgage prepayas; r

- effects of interest rate caps on our adjustablerairtgage-backed securities;

« the degree to which our hedging strategies mayay mot protect us from interest rate volatility;

» potential impacts of our leveraging policies on pat income and cash available for distribution;

» our board’s ability to change our operating pobcand strategies without notice to you or stockeiolpproval;
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« the other important factors described in this AdriRaport on Form 10-K, including those under thetians “Management’
Discussion and Analysis of Financial Condition &Results of Operations,” “Risk Factors,” an@Quantitative and Qualitati
Disclosures about Market Risk.”

We undertake no obligation to publicly update atige any forward-looking statements, whether assalt of new information,
future events or otherwise. In light of these rjskscertainties and assumptions, the events deskthip our forward-looking events might not
occur. We qualify any and all of our forward-loogistatements by these cautionary factors. In additiou should carefully review the risk
factors described in other documents we file frometto time with the Securities and Exchange Corminiis including the Company’s
registration statement on Form S-3 (File No. 33341D).

This Annual Report on Form 10-K contains markeadatdustry statistics and other data that have bégained from, or compiled
from, information made available by third partiége have not independently verified their data.

Competition

When we invest in mortgage-backed securities, mgedoans and other investment assets, we comjitbta wariety of institutional
investors, including other REITS, insurance comganinutual funds, hedge funds, pension funds, imarg banking firms, banks and other
financial institutions that invest in the same tyjpé assets. As we seek to expand our businesgose greater number of competitors, many
of whom are well-established in the markets we seglenetrate. Many of these investors have gréiagencial resources and access to lower
costs of capital than we do. The existence of tcesepetitive entities, as well as the possibilityadditional entities forming in the future,
may increase the competition for the acquisitiomoftgage assets, resulting in higher prices awdigields on assets.
Personnel

As of December 31, 2006, we employed 616 peopléhi®@number, 327 were loan officers dedicatedrigimating loans.

As part of the sale of the wholesale lending bussn@&ribeca Lending hired approximately 62 empleyee

Upon the sale of the retail mortgage lending ptatfand related assets to Indymac, substantiallsetdil mortgage lending related
employees were hired by Indymac.

As of the completion of these two transactionswiteemploy approximately 40 people.
Certain Federal Income Tax Considerations and Our gtus as a REIT
We have elected to be taxed as a REIT under tregdbohcome tax laws. As such, we operate in sutia@aner as to qualify for

taxation as a REIT under the federal income tax)amd we intend to continue to operate in suclkaanmr, but no assurance can be giver
we will operate in a manner so as to qualify oraengualified as a REIT.
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As a REIT, we generally will not be subject to feléncome tax on the REIT taxable income that vegrithute to our stockholders,
but taxable income generated by NYMC, our taxal##¢TRsubsidiary, is subject to regular corporateme tax. The benefit of REIT tax
status is a tax treatment that avoids “double tamdtor taxation at both the corporate and stodttéiolevels, that generally applies to
distributions by a corporation to its stockholders.

Summary Requirements for Qualification

Organizational Requirements

A REIT is a corporation, trust, or association timetets each of the following requirements:
1) It is managed by one or more trustees or dirscto
2) Its beneficial ownership is evidenced by traredfée shares, or by transferable certificates akkeial interest.
3) It would be taxable as a domestic corporatian for the REIT provisions of the federal income laws.

4) It is neither a financial institution nor an imance company subject to special provisions oféleral income tax law

5) At least 100 persons are beneficial ownerssodlilares or ownership certificates.

6) Not more than 50% in value of its outstandingrek or ownership certificates is owned, directlindirectly, by five o
fewer individuals, which the federal income tax $aglefine to include certain entities, during thet laalf of any taxable year.

7) It elects to be a REIT, or has made such eledtioa previous taxable year, and satisfies #&hvamnt filing and other
administrative requirements established by theti®$must be met to elect and maintain REIT status.

8) It meets certain other qualification tests, diése below, regarding the nature of its income asgkts.

We must meet requirements 1 through 4 during otirectaxable year and must meet requirement 5 duatrieast 335 days of a
taxable year of 12 months, or during a proportienmrt of a taxable year of less than 12 months.

Qualified REITSubsidiaries. A corporation that is a “qualifiedIREubsidiary”is not treated as a corporation separate fronmaitsrg
REIT. All assets, liabilities, and items of incongeduction, and credit of a “qualified REIT subaigi’ are treated as assets, liabilities, and
items of income, deduction, and credit of the REATqualified REIT subsidiary” is a corporation| af the capital stock of which is owned
by the REIT. Thus, in applying the requirementscdegd herein, any “qualified REIT subsidiary” tiveé own will be ignored, and all assets,
liabilities, and items of income, deduction, anddit of such subsidiary will be treated as our &sdiabilities, and items of income, deducti
and credit.

Taxable REIT SubsidiarieA REIT is permitted to own up to 100% of the &t@ one or more “taxable REIT subsidiaries,” or
TRSs. A TRS is a fully taxable corporation that neayn income that would not be qualifying incomeafned directly by the parent REIT.
Overall, no more than 20% of the value of a REHASsets may consist of stock or securities of omaare TRSs.

A TRS will pay income tax at regular corporate sat@ any income that it earns. In addition, the T&8s limit the deductibility of
interest paid or accrued by a TRS to its parenflR&lassure that the TRS is subject to an apprepleael of corporate taxation. We have
elected for NYMC to be treated as a TRS. NYMC isject to corporate income tax on its taxable incowtgch is its net income from loan
originations and sales.

Qualified REIT Assets

On the last day of each calendar quarter, at &4t of the value of our assets (which includesassets held through a qualified
REIT subsidiary) must consist of qualified REIT etss— primarily, real estate, mortgage loans sethyereal estate, and certain mortgage-
backed securities (“Qualified REIT Assetsjpvernment securities, cash, and cash items. VWWeveahat substantially all of our assets are
will continue to be Qualified REIT Assets. On tlstlday of each calendar quarter, of the asseisciotled in the foregoing 75% asset test,
the value of securities that we hold issued bya@myissuer may not exceed 5% in value of our aaéts and we may not own more than
10% of the voting power or value of any one isssietitstanding securities (with an exception fousiées of a qualified REIT subsidiary or



of a taxable REIT subsidiary). In addition, the @ggate value of our securities in taxable REIT &liages cannot exceed 20% of
total assets. We monitor the purchase and holdilngioassets for purposes of the above assetardtseek to manage our portfolio to con
at all times with such tests.
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We intend to limit substantially all of the assttat we acquire to Qualified REIT Assets. Our giggtto maintain REIT status may
limit the type of assets, including hedging consaand other assets that we otherwise might acquire

We may from time to time hold, through one or miaveable REIT subsidiaries, assets that, if we tieddn directly, could generate
income that would have an adverse effect on oulifipadion as a REIT or on certain classes of dockholders.

Gross Income Tests
We must meet the following separate income-basstd &ach year:

1. The 75% Test. At least 75% of our gross incéon¢he taxable year must be derived from QualifREIT Assets.
Such income includes interest (other than intdyaséd in whole or in part on the income or prafftany person) on obligations
secured by mortgages on real property, rents feahproperty, gain from the sale of Qualified RRA3sets, and qualified
temporary investment income or interests in reaperty. The investments that we have made anddrttenontinue to make
will give rise primarily to mortgage interest quigihg under the 75% income test.

2. The 95% Test. At least 95% of our gross incéon¢he taxable year must be derived from the aesithat are
qualifying for purposes of the 75% test, and framidends, interest or gains from the sale or digmwsof stock or other assets
that are not dealer property.

Distributions

We must distribute to our stockholders on a pra batsis each year an amount equal to at leas1%)® our taxable income before
deduction of dividends paid and excluding net @gjain, plus (ii) 90% of the excess of the nebime from foreclosure property over the tax
imposed on such income by the Internal Revenue Jesi (iii) any “excess non-cash incom@/e have made and intend to continue to nt
distributions to our stockholders in sufficient amts to meet the distribution requirement for RL&lification.

Item 1A. RISK FACTORS

An investment in our securities involves variousks. You should carefully consider the followingsk factors and the various
other factors identified in or incorporated by refence into any other documents filed by us with t8ecurities and Exchange Commission
before making an investment decision involving osecurities. The risks discussed herein can adversdfect our business, liquidity,
operating results, prospects, and financial conditi. This could cause the market price of our sedig$ to decline and could cause you to
lose all or part of your investment. The risk factodescribed below are not the only risks that nafect us. Additional risks and
uncertainties not presently known to us also mayedsely affect our business, liquidity, operatingsults, prospects, and financial
condition.
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Holding loans for sale or securitization requiressagnificant amount of cash or warehouse faciligpacity which if not available, cot
cause our business and financial performance teigpaificantly harmed.

By holding loans pending sale or securitization, way also require cash in the event our warehoasiéities elect to not fund tl
entire principal balance of our loans, or if ousrts are financed past the permitted term undewatehouse lines, or decline in value, we
need cash to reduce our borrowings under the wasehfacilities to the permitted level. We also neash to fund or satisfy, as the case
be, our working capital, financial covenants in aarehouse facilities and other needs. We finaheentajority of the loans we hold for s
or securitization by borrowing from our warehouaeilities and pledging the loans made as collatéfrshe value of the loans we pledge
collateral declines, we may need cash to offsetdamjine in value.

Our primary sources of cash consist of:
» borrowings, including under our warehouse factitie
 our net interest income;
« the proceeds from the sale of our loans; and
» net proceeds from the sale of our securities.

It is possible that our warehouse lenders couldeg&pce changes in their ability to advance funmsus$, independent of c
performance or the performance of our loans. Intaald if the regulatory capital requirements impdson our lenders change, our len
may be required to increase significantly the odshe lines of credit that they provide to us.

As of December 31, 2006, we financed substantalllyof our loan originations through warehouse Ifaes. Each of these faciliti
may be terminated by the lender upon an event f#utte subject in some cases to cure periods. ABexfember 31, 2006, the aggres
balance outstanding under these facilities was cxamately $173.0 million. As of April 1, 2007, we have exited the rtgage lendin
business and accordingly have terminated two otlmee warehouse facilities. If we are not ablestrew this remaining warehouse facility
arrange for new financing on terms acceptable toousf we default on our covenants or are otheswisable to access funds under
facility, we may not be able to continue to finamertgage loans held for sale, which would haveatenml adverse effect on our busin
financial condition, liquidity and results of op&oams. During the year ended December 31, 2006,determined that we were not
compliance with certain of these financial covesafrimarily profitability and total net worth conants). We received waivers from
lenders concerning such neompliance. If we fail to comply with financial cemnants in any of our warehouse facility in the fatand ar
not able to cure the non-compliance or obtain #messary waivers, this facility may be terminatedhe lender.

We generally fund less than 100% of a loan balavitte warehouse debt, requiring us to invest caghacextent the originated bala
is not funded by the warehouse facility. This furgdshortfall ranges from 0% to 2% on loans finangeder warehouse facilities. The lon
loans remain funded by a warehouse facility the emour warehouse lenders require us to advance sigtie loans. In addition, ¢
warehouse lenders will require us to have on déposash margin against funded loans based updodhé&s estimated market value.

The market for any senior or subordinate secuntiedssue through securitizations could become tearpy illiquid or trade at stee
discounts, thereby reducing the cash flow we receier time from our loans subject to the secwitia addition, our operating cash fl
could be reduced if we sell more loans at a distthan at a premium or at lower premiums. Cash $lémwm principal repayments could
reduced should prepayments slow or should credilityurends deteriorate (in the latter case sificecertain of our assets, credit tests r
be met for us to receive cash flows).

In the event that our liquidity needs exceed oweas to liquidity, we may need to sell assets ahepportune time, thus reducing
earnings. Adverse cash flow could threaten ourinoat ability to satisfy the income and asset tesisessary to maintain our status
REIT or our solvency.

Risks Related to Our Business and Our Company
Our common stock could be delisted by the New Stmék Exchange if we do not comply with its comihlisting standards.
Our common stock is listed on the New York Stocklange, or NYSE. Under the NYSEurrent listing standards, we are require

have market capitalization or shareholders' equiitsnore than $25 million in order to maintain corapte with continued listing standai
As of March 28, 2007, our market capitalization \aaproximately $42.7 million. We cannot assure gtat we can continue to comply w



the listing procedures and that the NYSE will maimtour listing in the future. In the event that @@mmon stock is delisted by -
NYSE, or if it becomes apparent to us that we bélunable to meet the NY’s continued listing criteria in the foreseeableufat we wil
seek to have our stock listed or quoted on anatatonal securities exchange or quotation systeowever, we cannot assure you that, if
common stock is listed or quoted on such other axgh or system, the market for our common stockheilas liquid as it has been on
NYSE. As a result, if we are delisted by the NYSBransfer our listing to another exchange or gtimtasystem, the market price for
common stock may become more volatile than it lenthistorically.
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Delisting of our common stock would likely causeeguction in the liquidity of an investment in ocmmmon stock. Delisting al
could reduce the ability of holders of our commtock to purchase or sell our securities as quieklg inexpensively as they would have t
able to do had our common stock remained listeds [Biek of liquidity also could make it more diffilt for us to raise capital in the future.

We may experience a decline in the market valoeiofssets

The market value of the interest-bearing assetsitbdave acquired and intend to continue to aeguiost notably mortgage-backed
securities and originated or purchased residemtiatgage loans and any related hedging instrumergg,move inversely with changes in
interest rates. We anticipate that increases arést rates will tend to decrease our net incomgedine in the market value of our
investments may limit our ability to borrow or rétsn lenders requiring additional collateral oitiating margin calls under our repurchase
agreements. As a result, we could be requiredlts@®e of our investments under adverse markeditons in order to maintain liquidity. If
such sales are made at prices lower than the a@drtiosts of such investments, we will incur losgedefault under our repurchase
agreements could also result in the liquidatiothefunderlying investments used as collateral ardltin a loss equal to the difference
between the value of the collateral and the amoweid under our repurchase agreements.

If we are unable to leverage our equity to the mixtee currently anticipate, the returns on our folib could be diminished, which may lir
or eliminate our ability to make distributions tarostockholders.

If we are limited in our ability to leverage oursass, the returns on our portfolio may be harmekieyAelement of our strategy is our
use of leverage to increase the size of our paotfolan attempt to enhance our returns. As of Ddasr 31, 2006, our leverage ratio, defined
as total financing facilities less subordinatedetdbres outstanding divided by total stockholdegsiity plus subordinated debentures at
December 31, 2006 was 10 to 1. Our repurchase ragrée are not currently committed facilities, megrthat the counterparties to these
agreements may at any time choose to restricirirelte our future access to the facilities anchaee no other committed credit facilities
through which we may leverage our equity. If we @amable to leverage our equity to the extent weetily anticipate, the returns on our
portfolio could be diminished, which may limit direinate our ability to make distributions to odoskholders.

We currently leverage our equity, which will exdzse any losses we incur on our current and fuiurestments and may reduce ¢
available for distribution to our stockholders.

We currently leverage our equity through borrowingenerally through the use of repurchase agreaméaink credit facilitie
securitizations, including the issuance of collalieged debt securities, which are obligations igsire multiple classes secured by
underlying portfolio of securities, and other bavings. The amount of leverage we incur varies ddjpgnon our ability to obtain cre:
facilities and our lenders’ estimates of the vadfi@ur portfolio’s cash flow. The return on our investments and easliable for distributio
to our stockholders may be reduced to the extaitadhanges in market conditions cause the costiofimancing to increase relative to
income that can be derived from the assets weihaddr portfolio. Further, the leverage on our égunay exacerbate any losses we incur.

Our debt service payments will reduce the net ireanailable for distributions to our stockholdéi& may not be able to meet our
debt service obligations and, to the extent thatarmeot, we risk the loss of some or all of ouetsto foreclosure or sale to satisfy our debt
obligations. We currently leverage through repusehagreements. A decrease in the value of thesassgtlead to margin calls which we \
have to satisfy. While we have experienced normaftse of business margin calls primarily relatetheochanging interest rate environment,
significant decreases in asset valuation could feadcreased margin calls. We may not have thddwavailable to satisfy any such margin
calls. We have a target overall leverage amousttof12 times our equity, but there is no establislimitation, other than may be required
our financing arrangements, on our leverage rationathe aggregate amount of our borrowings.
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Interest rate fluctuations may cause los:

We believe our primary interest rate exposure esl& our mortgage loans, mortgage-backed secusitid variable-rate debt, as well
as the interest rate swaps and caps that we uidlizésk management purposes. Changes in inteaitest may affect our net interest income,
which is the difference between the interest incavaesarn on our interest-earning assets and taeesttexpense we incur in financing these
assets. Changes in the level of interest ratescals@ffect our ability to acquire mortgage loansortgagebacked securities, the value of
assets and our ability to realize gains from the shsuch assets. In a period of rising interasts, our interest expense could increase while
the interest we earn on our assets would not chasgapidly. This would adversely affect our patfitity.

Our operating results depend in large part on wiffees between income received from our assetspfnetedit losses, and ¢
financing costs. We anticipate that in most cakesany period during which our assets are not méitoded, the income from such as:
will adjust more slowly to interest rate fluctuat®than the cost of our borrowings. Consequenkignges in interest rates, particularly short-
term interest rates, may significantly influence oet income. We anticipate that increases in @sterates will tend to decrease our
income. Interest rate fluctuations resulting in mterest expense exceeding our interest incomddu@sult in operating losses for us
may limit or eliminate our ability to make distritions to our stockholders.

We have a limited operating history with respect¢ouritizing mortgage loans or managing a portf@f mortgage securities and we may
be able to complete loan securitizations in theriton favorable terms, or at all, the result ofisthwould have a material adverse effec
our results of operations and limit our ability teake cash available for distribution to our stocklsss.

Historically, NYMC's business has consisted of thigiination and sale of mortgage loans of all typggh a particular focus on prime
adjustable- and fixed-rate, first lien, resideniatchase mortgage loans. Our strategy includddibgia leveraged portfolio of residential
mortgage loans comprised of prime adjustable-ratggage loans, including hybrid adjustable-rateotihat have an initial fixed-rate period,
and other qualifying loans or securities. We halim@ed history with respect to securitizing matge loans or managing a portfolio of
mortgage securities, having completed just fouusgzations and having managed an investment glastbf mortgages and mortgage
securities commencing only after the completionwfinitial public offering in June 2004. Our abjlto complete securitizations in the future
on favorable terms will depend upon a number afofag including the experience and ability of olamagement team, conditions in the
securities markets generally, conditions in thetgaaye-backed securities market specifically, thréopeance of our portfolio of securitized
loans and our ability to obtain leverage. In additipoor performance of any pool of loans we dausgze could increase the expense of any
subsequent securitization we bring to market. Adicgly, a decline in the securitization market ahange in the market’'s demand for our
shares of common stock could have a material aeaffect on our results of operations, financialdibon and business prospects. If we are
unable to securitize efficiently the adjustablesrand hybrid mortgage loans that we acquire, themevenues for the duration of our
investment in those loans would decline, which widalver our earnings for the time the loans renmaiour portfolio. We cannot assure you
that we will be able to complete loan securitizasién the future on favorable terms, or at all.

Excessive supply of or reduced demand for mor-backed securities in the market for these seasitay cause the market to require a
higher yield on our mortgage-backed securities Hedeby cause a decline in the value of our pddfol

The mortgage-backed securities we own, or will oane, also subject to spread risk. The majoritthebe securities are, or will be,
adjustable-rate securities valued based on a marieéit spread to U.S. Treasury security yieldsother words, their value is dependent on
the yield demanded on such securities by the madstd on their credit relative to U.S. Treasuoustes. Excessive supply of such
securities combined with reduced demand will gdhecause the market to require a higher yield ochssecurities, resulting in the use of a
higher or wider spread over the benchmark ratealiysthe applicable U.S. Treasury security yielyalue such securities. Under such
conditions, the value of our securities portfolidl ¥end to decline. Conversely, if the spread usedalue such securities were to decrease or
tighten, the value of our securities portfolio wéhd to increase. Such changes in the market wélaer portfolio could adversely affect our
net equity, net income or cash flow directly thrbulyeir impact on unrealized gains or losses oilaha-for-sale securities, and therefore
ability to realize gains on such securities, oiractly through their impact on our ability to bow and access capital, all of which could
adversely affect our results of operations andtghid make cash distributions to our stockholders.
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In addition, upward shifts in the U.S. Treasurylgieurve, which represents the market’'s expectatadrfuture interest rates, would
generally cause investors to demand a higher gieldur mortgage-backed securities. Such eventsdaagtéct our portfolio, financial
position and results of operations in a mannerlamhd those described above.

Loan prepayment rates may increase, adverselytaftpgields on our planned investmer

The value of the assets we have acquired and intecohtinue to acquire may be affected by prepamrates on mortgage loans.
Prepayment rates on mortgage loans are influengetidnges in current interest rates and a varietg@nomic, geographic and other factors
beyond our control, and consequently, such prepayna¢es cannot be predicted with certainty. Inqukr of declining mortgage loan interest
rates, prepayments on mortgage loans generallgaser If general interest rates decline as wellptbceeds of such prepayments received
during such periods are likely to be reinvestedibyn assets with lower yields than the yieldstendssets that were prepaid. In addition, the
market value of any mortgage assets may, becaube ofk of prepayment, benefit less than othexdiincome securities from declining
interest rates. Conversely, in periods of risingiiest rates, prepayments on mortgage loans gbnéegkease, in which case we would not
have the prepayment proceeds available to investsets with higher yields. Under certain interatt and prepayment scenarios, we may
to recoup fully our cost of acquisition of cert@iwestments.

Our hedging transactions may limit our gains oruks$n losses.

We use derivatives, primarily interest rate swamps @ps, to hedge our liabilities and this hasagerisks, including the risk that losses
on a hedging transaction will reduce the amoumiash available for distribution to our stockholdansl that such losses may exceed the
amount invested in such instruments. Our boardrettbrs has adopted a general policy with resgettie use of derivatives, and which
generally allows us to use derivatives when we dappropriate for risk management purposes, but doeset forth specific guidelines. To
the extent consistent with maintaining our statia &EIT, we may use derivatives, including interate swaps and caps, options, term
repurchase contracts, forward contracts and fumagacts, in our risk management strategy tat fihe effects of changes in interest rate:
our operations. However, a hedge may not be effeati eliminating the risks inherent in any park&yosition. Our profitability may be
adversely affected during any period as a resuh@fuse of derivatives in a hedging transaction.

The mortgage loans we typically invest in and tloetgage loans underlying the mortgage-backed séesrive typically invest in are subject
to risks of delinquency, foreclosure and loss, Witiculd result in losses to us.

Residential mortgage loans are secured by resalgmbperties and are subject to risks of delingyeand foreclosure, and risks of Ic
The ability of a borrower to repay a loan securgdasidential property typically is dependent priityaupon the income or assets of the
borrower, but also may be affected by propertytiocaand condition, competition and demand for caraple properties, changes in zoning
laws, environmental contamination, changes in natiaegional or local economic conditions, dediireregional or local real estate values,
increases in interest rates, real estate tax rett@sges in governmental rules and regulationsaatglof God, terrorism, social unrest and civil
disturbances.

In the event of any default under a mortgage Iagd Hirectly by us, we will bear a risk of lossmfncipal to the extent of any
deficiency between the value of the collateral thatcan realize upon foreclosure and sale andriheipal and accrued interest of the
mortgage loan. In the event of the bankruptcy wfaatgage loan borrower, the mortgage loan to sactolwver will be deemed to be secured
only to the extent of the value of the underlyindlateral at the time of bankruptcy (as determibgdhe bankruptcy court), and the lien
securing the mortgage loan will be subject to tmidance powers of the bankruptcy trustee or delbtpossession to the extent the lien is
unenforceable under state law. Foreclosure of agage loan can be an expensive and lengthy protkesccurrence of an event of default
or foreclosure could have a material adverse effeaur cash flow from operations and could lirhé¢ amount we have available for payment
of our debt obligations and distribution to ourcktioolders. In addition, residential mortgage-backecurities evidence interests in or are
secured by pools of residential mortgage loansoAtingly, the mortgagéacked securities we typically invest in are sutfeall of the risk:
of the underlying mortgage loans.

Our directors have approved broad investment ginéslfor us and do not approve each investment akem

Our board of directors has given us substantiareisn to invest in accordance with our broad streent guidelines. Our board of
directors periodically reviews our investment gliitkees and our portfolio. However, our board of dices does not review each proposed
investment. In addition, in conducting periodicieavs, our directors rely primarily on informationopided to them by our executive officers.
Furthermore, transactions entered into by us magiffieult or impossible to unwind by the time thaye reviewed by our directors. We have
substantial discretion within our broad investmguntielines in determining the types of assets wg degide are proper investments for us.
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We may be required to repurchase mortgage loanswiehave sold or to indemnify holders of our magerbacked securities.

If any of the mortgage loans that we originated swoid, or that we pledge or pledged to secure ragagacked securities that we is¢
in our securitizations, do not comply with the eg@ntations and warranties that we make abouhtmacteristics of the loans, the borrowers
and the properties securing the loans, we maydpgresl to repurchase those loans in the case db#ms that we have sold, or replace them
with substitute loans or cash in the case of stzed loans. If this occurs, we may have to begramsociated losses directly. In addition, in
the case of loans that we have sold, we may bereshto indemnify the purchasers of such loanddsses or expenses incurred as a result of
a breach of a representation or warranty made bReysurchased loans typically require an allocadbworking capital to carry on our
books, and our ability to borrow against such asiselimited, which could limit the amount by whiake can leverage our equity. Any

significant repurchases or indemnification paymewotgld significantly harm our cash flow and reswait®perations and limit our ability to
make distributions to our stockholders.
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Risks Related to Our Company, Structure and Chang@ Control Provisions

Our executive officers have agreements that protide with benefits in the event their employmetériminated following a change in
control.

We have entered into agreements with the membeargrafenior management team, Messrs. Akre, Mumrdadianve that provides
them with severance benefits if their employmemtsemnder specified circumstances following a chang®ntrol. These benefits could
increase the cost to a potential acquirer of ustaekby prevent or discourage a change in cotitedimight involve a premium price for yc
shares or otherwise be in your best interest.

The stock ownership limit imposed by our chartey imhibit market activity in our common stock andymestrict our business combinat
opportunities.

In order for us to maintain our qualification aRRIT under the Internal Revenue Code, not more & in value of the issued ¢
outstanding shares of our capital stock may be dwaetually or constructively, by five or fewer imluals (as defined in the Inter
Revenue Code to include certain entities) at amg tiluring the last half of each taxable year (othen our first year as a REIT). Attributi
rules in the Internal Revenue Code apply to deteerifiany individual or entity actually or consttively owns our capital stock for purpo
of this requirement. Additionally, at least 100 gmrs must beneficially own our capital stock duratdeast 335 days of each taxable
(other than our first year as a REIT). To help eaghat we meet these tests, our charter resthietacquisition and ownership of shares o
capital stock. Our charter, with certain exceptjaughorizes our directors to take such actionaramecessary and desirable to preserv
qualification as a REIT and provides that, unlessngpted by our board of directors, no person othen Mr. Schnall may own more tt
9.4% in value of the outstanding shares of ourtahptock. Our charter provides that Mr. Schnalyman up to 12.0% of our outstand
common stock. Our board of directors may grant xemgption from that ownership limit in its sole distion, subject to such conditio
representations and undertakings as it may deterriiimis ownership limit could delay or prevent ansaction or a change in control of
company under circumstances that otherwise coudige our stockholders with the opportunity to izala premium over the then cur
market price for our common stock or would othesnli® in the best interests of our stockholders.

Certain provisions of Maryland law and our charterd bylaws could hinder, delay or prevent a chaingeontrol which could have an
adverse effect on the value of our securities.

Certain provisions of Maryland law, our charter and bylaws may have the effect of delaying, défigror preventing transactions
that involve an actual or threatened change inrobrEhese provisions include the following, amanibers:

« our charter provides that, subject to the rightomé or more classes or series of preferred stmekect one or more directors
director may be removed with or without cause dnhthe affirmative vote of holders of at least tthirds of all votes entitled to
cast by our stockholders generally in the electibdirectors;

« our bylaws provide that only our board of directsihgll have the authority to amend our bylaws;

« under our charter, our board of directors has aitthto issue preferred stock from time to timepime or more series and to estalt
the terms, preferences;

« and rights of any such series, all without the apal of our stockholders;

» the Maryland Business Combination Act; and

the Maryland Control Share Acquisition Act.

Although our board of directors has adopted aluti®m exempting us from application of the MarydaBusiness Combination Act a
our bylaws provide that we are not subject to treWand Control Share Acquisition Act, our boarddokctors may elect to make the
“business combination” statute and “control shatatute applicable to us at any time and may deigmwut stockholder approval.

Maintenance of our Investment Company Act exemptipnses limits on our operatior
We have conducted and intend to continue to conalwrcbperations so as not to become regulated ams/astment company under the

Investment Company Act of 1940, as amended. We\xlhat there are a number of exemptions unddntfestment Company Act that are
applicable to us. To maintain the exemption, theetssthat we acquire are limited by the provisiofithe Investment Company Act and the



rules and regulations promulgated under the Investr@ompany Act. In addition, we could, among othérgs, be required either (a)
to change the manner in which we conduct our ojgrato avoid being required to register as anstment company or (b) to register as an
investment company, either of which could have careese effect on our operations and the markeé goicour securities.
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Tax Risks Related to Our Business and Structure
Failure to qualify as a REIT would adversely affeat operations and ability to make distributiol

We have operated and intend to continue to opsmte qualify as a REIT for federal income tax msgs. Our continued qualification
as a REIT will depend on our ability to meet vas@aquirements concerning, among other thingspwheership of our outstanding stock, the
nature of our assets, the sources of our incontketr@namount of our distributions to our stockhotde

If we fail to qualify as a REIT in any taxable yeare would be subject to federal income tax (ingigdany applicable alternati
minimum tax) on our taxable income at regular coap® rates. In addition, if we do not qualify fagrtain statutory relief provisions 1
generally would be disqualified from treatment aREIT for the four taxable years following the ya@arwhich we lost our REIT statt
Losing our REIT status would reduce our net eamiagailable for investment or distribution to steckders because of the additional
liability, and we would no longer be required tokaalistributions to stockholders. Additionally, w&ght be required to borrow funds
liquidate some investments in order to pay theiapple tax.

REIT distribution requirements could adversely effaur liquidity.

In order to qualify as a REIT, we generally areuiegd each year to distribute to our stockholdérieast 90% of our REIT taxat
income, excluding any net capital gain. To the eixtkat we distribute at least 90%, but less tha®P4 of our REIT taxable income, we v
be subject to corporate income tax on our undisteith REIT taxable income. In addition, we will hébgect to a 4% nondeductible excise
on the amount, if any, by which certain distribngopaid by us with respect to any calendar yealem® than the sum of (i) 85% of
ordinary REIT income for that year, (ii) 95% of oREIT capital gain net income for that year, ang (i00% of our undistributed RE
taxable income from prior years.

We have made and intend to continue to make digtoibs to our stockholders to comply with the 90Rtribution requirement and
avoid corporate income tax and the nondeductibbésextax. However, differences in timing betwees iacognition of REIT taxable incol
and the actual receipt of cash could require getioassets or to borrow funds on a shertn basis to meet the 90% distribution require!
and to avoid corporate income tax and the nondédeaxcise tax.

Certain of our assets may generate substantial abires between REIT taxable income and availatdb. cduch assets could inch
mortgagebacked securities we hold that have been issuaddacount and require the accrual of taxable ircomadvance of the receipt
cash. As a result, our taxable income may exceedash available for distribution and the requiratrte distribute a substantial portior
our net taxable income could cause us to:

» sell assets in adverse market conditions,

« borrow on unfavorable terms or

« distribute amounts that would otherwise be invegiddture acquisitions, capital expenditures grayment of debt
in order to comply with the REIT distribution reggmments.

Further, amounts distributed will not be availatiefund investment activities. We expect to fund mvestments generally throu
borrowings from financial institutions, along wigkecuritization financings. If we fail to obtain dedy equity capital in the future, it could lir
our ability to grow, which could have a materiavarse effect on the value of our common stock.

Dividends payable by REITs do not qualify for teduced tax rates on dividend income from regulapaomtions.

The maximum U.S. federal income tax rate for dinidie payable to domestic shareholders that areithdils, trust and estates is 15%
(through 2008). Dividends payable by REITs, howeaes generally not eligible for the reduced rafdthough the reduced U.S. federal
income tax rate applicable to dividend income fr@gular corporate dividends does not adverselycaffe taxation of REITs or dividends
paid by REITs, the more favorable rate applicableegular corporate dividends could cause investtus are individuals, trusts and estate
perceive investments in REITS to be relatively $sactive than investments in the stocks of n&iTRcorporations that pay dividends,

which could adversely affect the value of the shafeREITs, including our common shares.

Risks Related to an Investment in Our Common Stock



Our common stock trades in a limited market whighld hinder your ability to sell our common stock.

Our equity market capitalization places us at tw kend of market capitalization among all public IRE Our common stot
experiences limited trading volume, and many inwessinay not be interested in owning our commonksbarause of the inability to acqt
or sell a substantial block of our common stockra time. This illiquidity could have an adverséef on the market price of our comn
stock. A substantial sale, or series of salespoftcommon stock could have a material adverse teffethe market price of our common stc
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The market price and trading volume of our comnionksmay be volatile.

The market price of our common stock may becomhblyigolatile and subject to wide fluctuations. ledition, the trading volume in
our common stock may fluctuate and cause signifipgine variations to occur. Some of the factoeg #ould result in fluctuations in the pr
or trading volume of our common stock include, amother things: actual or anticipated changes mcawent or future financial
performance; changes in market interest rates andrgl market and economic conditions. We canrsatras/ou that the market price of our
common stock will not fluctuate or decline signéitly.

Iltem 1B. UNRESOLVED STAFF COMMENTS
None.
Iltem 2. PROPERTIES

As of March 31, 2007, our principal executive addhinistrative offices are located at 1301 Avenu¢hef Americas, 7th floor, New York,
New York 10019. On November 13, 2006, we enterémlan Assignment and Assumption of Sublease witimian Brothers Holdings In
(“Lehman”). Under the agreement, we assigned théease for this space to Lehman. We intend to atéoour corporate headquarters to a
smaller facility at a location that is yet to beetenined.

Until March 31, 2007 we also operated retail loagination sales offices at 47 (25 branches antirach satellite) locations in 14
states. All of our facilities were leased. The aggite annual rent for these locations was apprdgign®4.8 million. Upon consummation of
the sale of our retail mortgage origination platicessets to Indymac, we assigned substantialbf #tle leases for the branch offices to
Indymac.

Further details of our facilities are as follows:

Location Business Activity Business Segment
New York City Corporate Headquarters and Mortgage Portfolio
Mortgage Origination Management and

Mortgage Lending

Bridgewater, New Jersey(1) Wholesale Lending Mortgage Lending

Various-47 locations in 14 states(2) Retail Mortgage Origination Mortgage Lending

(1) This lease was assigned to and assumed bycaribending effective February 22, 2007 in connectidth the sale of the wholesale
mortgage origination platform described furthenate 22 of the consolidated financial statements.

(2) Substantially all of these leases were assigmeldassumed by Indymac effective March 31, 20@bimection with the sale of
substantially all of the operating assets of otairenortgage lending platform described furthenate 22 of the consolidated financial
statements.
Item 3. LEGAL PROCEEDINGS

The Company is at times subject to various legat@edings arising in the ordinary course of businéke Company does not believe
that any of its current legal proceedings, indialtijuor in the aggregate, will have a material adeesffect on its operations or financial
condition.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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PART Il

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STORHOLDER MATTERS AND ISSUER PURCHASES
OF EQUITY SECURITIES

Market Price of and Dividends on the Regist's Common Equity and Related Stockholder Matters
Our common stock is traded on the New York StockHaxge under the trading symbol “NTR”. As of Mafd&) 2007, we had
18,077,880 shares of common stock outstandingaared March 5, 2007, there were 87 holders adnac This figure does not reflect the

beneficial ownership of shares held in nominee name

The following table sets forth, for the periodsigaded, the high, low and quarter end closing satees per share of our common
stock on the NYSE and the cash dividends paid palpla per share of common stock.

Common Stock Prices Cash Dividends
Paid or Amount
High Low Close Declared Payable per Share
Year Ended December 31, 2006
Fourth quarter $ 404 $ 26C $ 3.0t 12/18/0¢ 1/26/07 $ 0.0t
Third quarter 4.8t 3.6t 3.8¢ 9/18/0¢ 10/26/0¢ 0.14
Second quarter 5.5€ 3.8C 4.0C 6/15/0¢ 7/26/0¢ 0.14
First quarter 6.8¢ 4.1t 5.4C 3/6/0€ 4/26/0¢ 0.14
Common Stock Prices Cash Dividends
Paid or Amount
High Low Close Declared Payable per Share
Year Ended December 31, 2005
Fourth quarter $ 75C $ 5,51 $ 6.62 12/09/0¢ 1/26/0¢ $ 0.21
Third quarter 9.2(C 7.0C 7.47 9/26/0¢ 10/26/0* 0.21
Second quarter 10.2: 9.04 9.07 6/02/0¢ 07/26/0¢ 0.2t
First quarter 11.3C 9.9C 10.2z 03/11/0¢ 04/26/0¢ 0.2t

In order to qualify for the tax benefits accordectREIT under the Code, we intend to pay quartdirlidends such that all or
substantially all of our taxable income each ysabject to certain adjustments) is distributeduosiockholders. All of the distributions that
we make will be at the discretion of our Board @fedtors and will depend on our earnings and firgroondition, maintenance of REIT
status and any other factors that the Board ofdbirs deems relevant.

During 2006, taxable dividend distributions for thiempany’s common stock were $0.63 per share. Cdmepany’s common stock is
currently listed under the CUSIP #649604-10-5 aadds under the NYSE ticker symbol NTR. For tgoréng purposes, the 2006 taxable
dividend distributions will be classified as follew$0.02401 as ordinary income and $0.60599 awmref capital. The following table
contains this information on a quarterly basis.

Total Taxable
Cash Distribution Short-term Ordinary
Declaration Date Record Date Payment Date per share Income Dividends Capital Gain Dividend Return of Capital

12/09/05 1/6/06 1/26/06  $ 021 $ 0.0000( $ 0.0000( $ 0.0000( $ 0.2100(
3/6/06 4/6/06 4/26/06  $ 014 $ 0.0000( $ 0.0000( $ 0.0000( $ 0.1400(
6/15/06 7/6/06 7/26/06  $ 0.14 $ 0.0000( $ 0.0240: $ 0.0240: $ 0.1159¢
9/18/06 10/6/06 10/26/06 $ 014 $ 0.0000( $ 0.0000( $ 0.0000( $ 0.1400(
$

Total 2006 Cash Distributions 0.6 $ 0.0000( $ 0.0240: $ 0.0240: $ 0.6059¢

Purchases of Equity Securities by the Issuer affiiad¢d Purchaser:



During the year ended December 31, 2006 the Comparghased and retired a total of 67,000 sharés obmmon stock in open market
transactions as part of the share repurchase pnogmaounced on November 10, 2005.
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The shares were repurchased though a broker aptremarket. The plan, funded from available capgit@vides that the Company,
at management’s discretion, is authorized to rdpsge shares of Company common stock from timerte, in the open market or through
privately negotiated transactions through Decemdfie£015. The plan may be temporarily or permagenutspended or discontinued at any

time. The Company has not repurchased any shares Biarch 2006.

Total Number of
Shares Purchased as

Part of Publicly Average Price Paid

Maximum Number o
Shares that May yet

Period Announced Plan Per Share Purchased Under Pl
1/1/06 to 1/31/06 O O 10,000,000
2/1/06 to 2/28/06 O O 10,000,00
3/1/06 to 3/31/06 67,000 $ 4.4z 9,933,001
Total/Weighted Avg. 67,00 $ 4.4: 9,933,001

Securities Authorized for Issuance Under Equity @ensation Plans

The following table sets forth information as ofd@enber 31, 2006 with respect to compensation pladsr which equity securities of

the Company are authorized for issuance. The Coynipas no such plans that were not approved by isgetiders.

Number of Securities to
be Issued upon Exercise

Weighted Average
Exercise Price of

Number of Securities
Remaining Available for
Future Issuance under

of Outstanding Options, Outstanding Options, Equity
Plan Category Warrants and Rights Warrants and Rights Compensation Plans
Equity compensation plans approved by security drsld 466,50( $ 9.52 878,49t

Performance Grapt



COMPARISON OF 30 MONTH CUMULATIVE TOTAL RETURN"

Among Mew Y ork Mottgage Trust, Inc, The NYSE Composite Index
And The MAREIT Mortgane Index
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* 3100 invested on 624004 in gock or on 205104 in index-ncluding reinvestment of dvidends.
Fizcal year ending December 31 .

The foregoing graph and chart shall not be deemedrporated by reference by any general statemmerarporating by reference this Annt
Report on Form 1-K into any filing under the Securities Act of 1383under the Securities Exchange Act of 1934, gbtoethe extent we
specifically incorporate this information by refaee, and shall not otherwise be deemed filed utidese acts.
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Item 6. SELECTED FINANCIAL DATA

The following selected consolidated financial datderived from our audited consolidated finanstatements and the notes thereto
for the periods presented and should be read ijucotion with the more detailed information theraimd “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems” included elsewhere in this annual repopefating results are not necessarily
indicative of future performance.

In connection with the sale of the Company's whalesnortgage origination platform assets on Felpr@adr 2007 and the sale of its
retail mortgage origination platform assets on Mas&, 2007, we are required to classify our Morghgnding segment as a discontinued
operation in accordance with Statement of Finanstaiounting Standards No. 144 (see note 12 in titesto our consolidated financial
statements). In connection with this reclassifmatiwe have presented selected financial data beléwo different formats. Table 1 provides
summary level data for the continuing and discardthbusiness segments of our company (after gefiiegt to the reclassification of the
Mortgage Lending segment). Table 2 provides salefitancial data in greater detail in a form ofg@etation that is consistent with our prior
disclosures under this Item 6.

The selected financial data as of and for the yeaded December 31, 2006, December 31, 2005 anehiter 31, 2004, include the
operations of NYMT and its consolidated subsidmrlacluded in the selected financial data forytear ended December 31, 2004 are the
results of NYMT for the period beginning June 2002 (the closing date of our IPO) and NYMC for ftear-to-date period beginning
January 1, 2004. Prior to our IPO, NYMT had no agiens and, as a result, for all years prior to2@Be financial data presented is for
NYMC only.

Table 1:

For the Year Ended December 31,

2006 2005 2004 2003 2002

(Dollar amounts in thousands, except per share data

Operating Data:

Revenues

Net interest incom $ 4,78, $ 12,87: $ 7,92¢ $ — $ =
Income from continuing operations 2,16¢ 3,322 6,89¢ — —
(Loss)/income from discontinued operation-net af ta (17,199 (8,662) (1,959 13,72¢ 3,75(
Net (loss)/incom (15,03) (5,340 4,947 13,72¢ 3,75(
Basic (loss)/income per share EPS (0.89) (0.30 0.2¢ — —
Total assets continuing operations 1,107,98 1,542,42. 1,413,72! — —
Total assets discontinued operation 214,92! 248,87 201,03: 110,08: 83,00:
Total liabilities continuing operations 1,063,34 1,458,41 1,306,18! — —
Total liabilities discontinued operation $ 187,98 $ 231,92 $ 189,09 $ 90,42F $ 73,01¢
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Table 2:

Operating Data:
Revenues
Interest income
Interest expense

Net Interest Income

Gains on sales of mortgage loans
Brokered loan fees
(Loss)/gain on sale of securities and related hed
Loss on sale of current period securitized loans
Loan/impairment loss on investment securities
Miscellaneous

Total other income

Expenses

Salaries and benefits

Brokered loan expenses

General and administrative expenses

Total expenses

(Loss)/income before income tax benefit
Income tax benefit
Net (loss)/incom

Basic (loss)/income per share

Diluted (loss)/income per share

Balance Sheet Data:

Cash and cash equivalents

Mortgage loans held in securitization trusts odhe
for investment

Investment securities available for sale

Mortgage loans held for sale

Due from loan purchasers and escrow deposits
pending loan closings

Total assets

Financing arrangements

Collateralized debt obligations

Subordinated debentures

Subordinated notes due to members

Total liabilities

Equity/(deficit)

Investment Portfolio Data:

Average yield on investment portfolio

Net duration of interest earning assets to liabgi
Originations Data:

Purchase originations

Refinancing originations

Total originations
Fixed-rate originations

For the Year Ended December 31,

2006 2005 2004 2003 2002
(Dollar amounts in thousands, except per share dafa
$ 81,247 $ 77,47¢  $ 27,29¢ % 7,60¢ $ 2,98¢
72,94( 60,10 16,01 3,26¢ 1,67:
8,307 17,37 11,28¢ 4,34: 1,31%
17,98’ 26,78 20,83t 23,03: 9,85¢
10,937 9,991 6,89t 6,68: 5,241
(52€) 2,207 774 — —
(747) — — — —
(8,285) (7,440) — _ _
45¢ 232 227 45 15
19,81¢ 31,77 28,73: 29,75¢ 15,11
22,42°¢ 30,97¢ 17,11¢ 9,241 5,78¢
8,271 7,545 5,27¢ 3,73¢ 2,992
20,94¢ 24,51: 13,93¢ 7,39¢ 3,891
51,64¢ 63,03 36,32¢ 20,37¢ 12,67
(23,525 (13,889 3,68¢ 13,72¢ 3,75(
8,49¢ 8,54¢ 1,25¢ — —
$ (1503) $ (5,340 $ 4947 $ 13,72¢ $ 3,75(
$ (089 $ 030 $ 0.2¢ — —
$ 0.89) $ (030 $ 0.27 — —
$ %< $ 9,05¢ $ 761 % 4,047 $ 2,74¢
588,16( 780,67( 190,15: — —
488,96: 716,48 1,204,74! — —
106,90( 108,27 85,38¢ 36,16¢ 34,03¢
88,35! 123,24° 96,14( 58,86: 40,62
1,322,90: 1,791,29. 1,614,76. 110,08: 83,00¢
088,28! 1,391,68! 1,470,59 90,42t 73,01¢
197,44 228,22¢ — — —
45,00( 45,00( — — —
— — — 14,70° —
1,251,33! 1,690,33! 1,495,28! 110,55! 76,50+
$ 7157: % 100,95¢ $ 119,48. $ 479 $ 6,50(
5.1(% 4.05% 3.9(% — —
yrs yrs yrs

0.52 0.91 0.4z — —
$ 148396 $ 198565 $ 1,089,449 $ 803,44t $ 469,40:
1,060,03 1,451,721 756,00t 796,87¢ 407,82°
$ 2,544,000 $ 3,437,377 $ 1,84550! $ 1,600,32! $ 877,23:
$ 144178 $ 1562,15 $ 878,74¢ $ 890,17: $ 518,38



Adjustable-rate originations 1,102,22. 1,875,22! 966,75( 710,15: 358,84¢

Total originations $ 2,544,000 $ 3,437,37 $ 184550 $ 1,600,32 $ 877,23:
Total mortgage sales $ 1,841,010 $ 2,87528 $ 143534 $ 1,234,84 $ 633,22!
Brokered originations 702,99: 562,08 410,16 365,47 244,00
Total originations $ 2,544,000 $ 3,437,377 $ 1,84550 $ 1,600,322 $ 877,23:
Originated Mortgage Loans Retained for

Investment:
Par amount $ 69.7 $ 5552 % 95.1 n/e n/e
Weighted average middle credit score 73€ 734 743 n/e n/e
Weighted average LTV 68.02% 69.62% 66.5¢% n/e n/e
Mortgage Loans Sold:
Weighted average whole loan sales price over p

all mortgage loans sold 1.45% 1.52% 2.02% 1.7%% 1.52%
Weighted average middle credit score all mortge

loans sold 707 69€ 703 71¢ 71€
Weighted average LTV n-FHA @ 73.88% 74.5¢% 71.9%% 68.41% 67.2%
Weighted average LTV FH® 93.81% 92.7€¢% 92.12% 88.82% 91.7¢%
Weighted average LTV all mortgage loans sold 74.5% 76.65% 75.8t% 68.671% 67.42%
Operational/Performance Data:
Salaries, general and administrative expense as

percentage of total loans originated 1.7C% 1.61% 1.6€% 1.04% 1.1(%
Number of states licensed in or exempt fr

licensing at period end 44 43 40 15 13
Number of locations at period e 47 54 66 15 13
Number of employees at period € 61€ 802 782 33t 184
Dividends declared per common share $ 047 $ 09z $ 0.4C — —

(1) Beginning near the end of the first quarter of 2604 volume of FHA loans increased; prior to stiote the volume of FHA loan
originations was immaterial. Generally, FHA loarsé lower average balances and FICO scores whicteflected in the statistics
above. All FHA loans are currently and will be iretfuture sold or brokered to third parties.
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ltem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
General

New York Mortgage Trust, Inc. (“NYMT,” the “Compariy'we,” “our” and “us”) is a self-advised residéalt mortgage finance
company that acquires, retains and securitizesgage loans and mortgappecked securities. Until March 31, 2007, the Comppthrnough its
wholly-owned subsidiary, its taxable REIT subsididf TRS”), The New York Mortgage Company, LLC (“NWC”), was a residential
mortgage banking company that originated a widgeaf mortgage loans, with a particular focus ampradjustable- and fixed-rate, first
lien, residential purchase mortgage loans. Theodistued operation also originated residential gege loans as a broker for the purpose of
obtaining broker fee income.

Recent Event- Sale of Mortgage Lending Business and Change inr@usiness Strategy

On February 7, 2007, we announced that, as a paur@reviously announced exploration of strategternatives for the Company,
we had entered into a definitive agreement tossdibtantially all of the retail mortgage lendingtfdrm of NYMC to IndyMac Bank, F.S.B.,
(“Indymac™), a wholly owned subsidiary of Indymaaorp, Inc, for an estimated purchase price of38llion in cash and the assumption
of certain of our liabilities by Indymac. On Mar8hi, 2007, Indymac purchased substantially all efdherating assets related to NYMC'’s
retail mortgage lending platform, including, amantger things, assuming leases held by NYMC for exipnately 20 full service and
approximately 10 satellite retail mortgage lendirfiices (excluding the lease for the Company’s ooape headquarters, which is being
assigned, as previously announced, under a seay@ement to Lehman Brothers Holding, Inc.), tryible personal property located in
those approximately 30 retail mortgage bankingcei NYMC's pipeline of residential mortgage logplications (the “Pipeline Loans”),
escrowed deposits related to the Pipeline Loarstpmer lists and intellectual property and inforimratechnology systems used by NYMC
the conduct of its retail mortgage banking platfoglymac assumed the obligations of NYMC underRlpeline Loans and substantially all
of NYMC'’s liabilities under the purchased contraatsl purchased assets arising after the closirg btetymac has also agreed to pay (i) the
first $500,000 in severance expenses with respéittansferred employees” (as defined in the agaathase agreement filed as Exhibit 10.62
to this Annual Report on Form 10-K) and (ii) seuware expenses in excess of $1.1 million arisirey &fie closing with respect to transferred
employees. As part of the Indymac transactionQbmpany has agreed, for a period of 18 monthstoncdmpete with Indymac other than in
the purchase, sale, or retention of mortgage ldadgmac has hired substantially all of our brapaofployees and loan officers and a majority
of NYMC employees based out of our corporate headqrs. As of April 1, 2007, the Company has apjmnaexely 40 employees.

On February 14, 2007, we entered into a defindigeeement with Tribeca Lending Corp., a subsidérdyranklin Credit
Management Corporation (“Tribeca Lending”) to selt wholesale lending business for an estimatedhase price of $485,000. This
transaction closed on February 22, 2007. Togetherglosing of the sale of our retail mortgage laglplatform to Indymac and the sale of
our wholesale lending business to Tribeca Lendasgriesulted in gross proceeds to NYMT of approxatye14.0 million before fees and
expenses, and before deduction of approximately $@lion, which will be held in escrow to suppevarranties and indemnifications
provided to Indymac by NYMC as well as other pusghprice adjustments. NYMC will record a one timeable gain on the sale of these
assets. NYMC's deferred tax asset will absorb amgltle gain from the sale.

We expect to redeploy the net proceeds from theafabur retail mortgage banking platform in highality mortgage loan securitie
We will liquidate the remaining inventory of loaheld for sale in the ordinary course of busineas. Bbard of Directors, together with our
management, will continue to consider strategi¢omstfor NYMT, including a possible sale or mergeraising capital under a passive REIT
business model.

We believe that the disposition of our mortgagelieg business will allow us to meet the followingsiness objectives:

» reduce, and ultimately eliminate, our taxable RElibsidiary’s operating loses;

enable NYMC to retain the economic value of itsumsualated net operating losses;

increase NYMT's investable capital and financiakfbility;

lower NYMT's executive management compensation BEps;

significantly reduce our potential severance obiges;
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« enable our management to focus on our mortgagdofiormanagement operations, which consisted ofla $illion
portfolio of investment securities as of DecemhbkrZ)06; and

« enable us to continue to acquire loans for seeatitin.
Note Regarding Discontinued Operation

In connection with the sale of our wholesale magtgkending platform assets on February 22, 2007ttamdale of our retail
mortgage lending platform assets to Indymac on K&t 2007, during the fourth quarter of 2006, Vessified our Mortgage Lending
segment as a discontinued operation in accordaitheive provisions of Statement of Financial Accting Standards No. 144. As a result,
we have reported revenues and expenses relatkd segment as a discontinued operation and thededasets and liabilities as assets and
liabilities related to a discontinued operation dirperiods presented in the accompanying cons@difinancial statements. Certain assets,
such as the deferred tax asset, and certain tiabjlsuch as subordinated debt and liabilitiesteel to leased facilities not assigned to Indy
will become part of the ongoing operations of NYMiid accordingly, we have not classified as a di&goed operation in accordance with
the provisions of Statement of Financial AccountBtgndards No. 144. See note 12 in the notes toangolidated financial statements.

Strategic Overview

Our operations were conducted in 2006 such thareeonsidered an “active” mortgage REIT in thatvNY, our TRS, originated
loans that may either be held in portfolio, aggtedaand subsequently securitized for long-termstment, or sold to third parties for gain on
sale revenue. The leveraged portfolio is compriaggkly of prime adjustablete mortgage loans that we either originate oumedrom thirc
parties. Starting in March of 2006, we began tbalkloans originated by NYMC in an effort to ir@se gain on sale income in current
periods. On March 31, 2007, we concluded the dadelostantialy all of the operating assets of NYB(&tail mortgage lending platform and
exited the mortgage lending business.

We aggregate a portfolio comprised mainly of higkdé quality, adjustable-rate mortgage loans uhgl portfolio reaches a size
sufficient for us to securitize such loans. Histaliy, we obtained the loans we securitize frorhegibur TRS or from third parties. As of Aj
1, 2007, we obtain the loans we securitize excélgifrom third parties. Our first securitizationaaered on February 25, 2005 and we
completed our second and third loan securitizatmnguly 28, 2005 and December 20, 2005, respégtiVeese securitization transactions,
through which we financed the adjustable-rate arimil mortgage loans that we retained, were stradtas financings for both tax and
financial accounting purposes. Therefore, we doempect to generate a gain or loss on sales fresethctivities, and, following the
securitizations, the loans are classified on omsotidated balance sheet as loans held in seaiiitiztrusts. For our first two securitizations,
we retained all of the resultant securities andrfirted such securities with repurchase agreementsuf third securitization we issued
investment grade securities to third parties asdnded the securitization debt is recorded ashditia On March 30, 2006 we completed our
fourth securitization, New York Mortgage Trust 20D6This securitization was structured as a sal@aéoounting purposes. The Company
holds certain AAA tranches as well as all the sdbate interests in this transaction.

We earn net interest income from purchased resalenbrigage-backed securities and adjustaéile-mortgage loans and securiti
loans. We have acquired and increasingly seekdoigcadditional assets that will produce compatitieturns, taking into consideration the
amount and nature of the anticipated returns fioenrtvestment, our ability to pledge the investnfensecured, collateralized borrowings
and the costs associated with originating, finagicmanaging, securitizing and reserving for thesestments.

Funding Diversification We strive to maintain and achieve a balanceddaretse funding mix to finance our investment palitf
and assets. Until March 31, 2007 when we exiteditbggage lending business, we relied primarilyseoured warehouse lines of credit for
our funding needs on loans held for sale to thadies. Since our IPO in June 2004, we rely prilpam repurchase agreements in order to
finance our investment portfolio of residentialiigaand mortgage-backed securities. As of Decemhe2(®6, we have $5.1 billion of
commitments to provide repurchase agreement fingrttirough 23 different counterparties with appneadiely $0.8 billion outstanding as of
December 31, 2006. During 2005, we further divadibur sources of financing with the issuance4$ illion of trust preferred securities
classified as subordinated debentures.
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On our first two securitizations (collateralizecbtebligations, or "CDO”) of mortgage loans, weaieed 100% of the issued
securities and financed such securities with rdpase agreements. The creation of mortgage-backedtses from self-originated mortgage
loans in this manner provides an asset with bétfeidity and longer-term financing at better ratssopposed to financing whole loans
through warehouse lines. In December, 2005 we categlour third securitization of $235.0 millions#lf-originated ARM loans and sold t
majority of the securities to third parties. Beaause did not retain all of the resultant securitissn prior CDOs, this securitization elimina
the risk of short-term financing and the mark-torked pricing risk inherent in financing through tephase agreements or warehouse lines of
credit; as a result of this permanent financinganenot subject to margin calls on the assetsi®f@bO.

Risk ManagementAs a manager of mortgage loan investments, we miligate key risks inherent in these businegsescipally
credit risk and interest rate risk.

Investment Portfolio Credit Quality We retain in our portfolio only selected, high-dtyaloans that we originated or may acquire
from third parties. As a result, our investmenttfmdio consists of high-quality loans that we haither securitized for our own portfolio or
that collateralize our CDO financings. High cregliality creates improved portfolio liquidity andopides for financing opportunities that are
available on generally favorable terms. When waindbans for investment, either whole loans beiggregated for securitization or CDO«
which we retain all resultant securities or belowated tranches, we retain the risk of potentiatitrlosses relative to the agency or higher
rated securities we may purchase from time-to-ti&iece we began our portfolio investment operatisresshave experienced approximately
$57,000 to date of credit losses in our portfolio.

We believe that our credit performance is reflextif the high credit quality of the loans we oragied or acquire for securitization,
our prudent in-house underwriting, property valortnethods and review, our overall investment pediand prudent management of our
delinquent loan portfolio. We believe that our dgliencies of $6.8 million, or 1.16% of the total palance of our investment portfolio of
residential loans at December 31, 2006, refleohsticredit characteristics and the credit cultdreus underwriting and investment
philosophy. The weighted average seasoning of lsaaar investment portfolio of mortgage loans wagproximately 19 months at Decem
31, 2006.

Interest Rate Risk Managemefihother primary risk to our investment portfoliormbrtgage loans and mortgabaeked securities
interest rate risk. We use hedging instrumentsxtorfcap the interest rates on our short-term, Gi@ other financing arrangements that
finance our investment portfolio of mortgage loans securities. We hedge our financing costs iatempt to maintain a net duration gap of
less than one year; as of December 31, 2006, dutunation gap was approximately 6 months.

As we acquire mortgage-backed securities or loaasseek to hedge interest rate risk in order toilsta net asset values and
earnings during periods of rising interest ratesdd so, we use hedging instruments in conjundtitim our borrowings to approximate the
repricing characteristics of such assets. The Comptlizes a model based risk analysis systenssistiin projecting portfolio performances
over a scenario of different interest rates andketastresses. The model incorporates shifts imésteates, changes in prepayments and other
factors impacting the valuations of our financiaturities, including mortgage-backed securitiesurehase agreements, interest rate swaps
and interest rate caps. However, given the prepayoreertainties on our mortgage assets, it ipossible to definitively lock-in a spread
between the earnings yield on our investment plioténd the related cost of borrowings. Nonethelds®ugh active management and the
of evaluative stress scenarios of the portfoliob@keve that we can mitigate a significant amafritoth value and earnings volatility. See
further discussion of interest rate risk at the &Qiitative And Qualitative Disclosures About Markiask - Interest Rate Risk” section of this
document.

Other Risk Consideration®ur business is affected by a variety of economitiadustry factors. Management periodically re\s
and assesses these factors and their potentiatirapaur business. The most significant risk fexctnanagement considers while managing
the business and which could have a material a€\edfect on our financial condition and result®pérations are

« adecline in the market value of our assets duisittg interest rates;
« increasing or decreasing levels of prepaymenthemiortgages underlying our mortgage-backed sezsrit

« our ability to obtain financing to hold mortgageuhs prior to their sale or securitization;

« the overall leverage of our portfolio and the apitd obtain financing to leverage our equity;
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« the potential for increased borrowing costs anéhifzact on net income;

« the concentration of our mortgage loans in speg#iegraphic regions;

« our ability to use hedging instruments to mitigate interest rate and prepayment risks;

« a prolonged economic slow down, a lengthy or sexeression or declining real estate values coulohtoar operations;

« if our assets are insufficient to meet the colkteequirements of our lenders, we might be conegetb liquidate particul:
assets at inopportune times and at disadvantageines;

- if we are disqualified as a REIT, we will be sultjertax as a regular corporation and face sulistaak liability; and
« compliance with REIT requirements might cause ustgo otherwise attractive opportunities.
Financial Overview

Revenues Our primary sources of income are net interestrime on our loans and residential investment sggesiand gain on sale
of mortgage loans. Net interest income is the hffiee between interest income, which is the inctiraewe earn on our loans and residential
investment securities and interest expense, whitihei interest we pay on borrowings and subordihaébt. Net interest income is also ea
on the banked loan origination production of ourSTi&r the period of time from when a loan is closethe sale of such loan to a third party.

Income from the gain on sale of mortgage loangitd parties is the difference between the salee @nd the adjusted cost basis of
originated loans when title transfers. The adjustest basis of the loans includes the originalgpial amount adjusted for deferrals of
origination and commitment fees received, net oéatiloan origination costs (including commissiansl salaries for employees directly
responsible for such originations) paid.

Other Income (Expense).oan losses include reserves for, or actual costsried with respect to, the disposition of nonf@ening
or early payment default loans we have originatepuochased from third parties.

Other significant sources of other income (expesdlide fees received on brokered loans and indoome the sale of securities &
related hedges.

Expenses Non-interest expenses we incur in operating ogiress consist primarily of salary and employeeehts, brokered loan
expenses, occupancy and equipment expenses, marketl promotion expenses, and other general anthtrative expenses.

Salary and employee benefits consist primarilyhefdalaries and wages paid to our employees (éxelassalaries and wages
allocated to net gain on sale of mortgage loars)iqll taxes and expenses for health insurancegmgnt plans and other employee benefits.

Brokered loan expenses are primarily direct comimissand other costs associated with brokered ladues such loans are closed
with the borrower. Costs associated with brokeozah$é are expensed when incurred.

Occupancy and equipment expenses, which are thd &rd variable costs of buildings and equipmemntsist of building lease
expenses, furniture and equipment expenses, maimtenreal estate taxes and other associatedofastsupancy.

Marketing and promotion expenses include the cbgtiot, radio and internet advertisements, proori third-party marketing
services, public relations and sponsorships.

Other general and administrative expenses inclugereses for professional fees, office suppliestguesand shipping, telephone,
insurance, travel and entertainment and other rifes@®uUs operating expenses.

Many of our expenses are variable in nature andedagive to our loan origination production volwsn&ariable expenses include
commissions on loan originations, brokered loarniscard, to a lesser degree, office supplies, magend promotion and other
miscellaneous expenses. Fixed expenses are pgroadlpancy and equipment lease expenses andrdaesping and communications
expenses.

Loss from discontinued operatiort:oss from discontinued operation includes all rexenand expenses related to our mortgage



lending segment excluding those costs that willdieined by the ongoing Company. Primarily, expsmetated rent expense for
locations not being purchased and certain allocaégdoll expenses for employees remaining withGbenpany.
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Description of Business
Mortgage Lending (Discontinued Operatiot

Until March 31, 2007, our mortgage lending opemationtributed to our financial results as it eithevduced the loans that
ultimately collateralized the mortgage securitieest tve hold in our portfolio or it provided us thexibility to sell the loans for gain on sale
revenue. We primarily originated prime, first-ligmsidential mortgage loans and, to a lesser gxdenbnd lien mortgage loans, home equity
lines of credit, and bridge loans. We originategide range of mortgage loan products including stdjole-rate mortgage (“ARM”) loans
which may have an initial fixed rate period, andfi-rate mortgages. Historically, we sold or ret¢diand aggregated our self-originated,
high-quality, shorter-term ARM loans in order toopthem into mortgage securities. Due to markeddans, starting in March, 2006,
NYMC increased the number of loans originated hipat it would sell to third parties for gain orleseevenue rather than aggregating lo
cost assets. For the years ended December 31 a2@0B005, we originated $2.5 billion and $2.9 biilin mortgage loans for sale to third
parties, respectively. We recognized gains on s#lesortgage loans totaling $18.0 million and $2@&ilion for the years ended December
31, 2006 and 2005, respectively.

Subsequent to our IPO in June 2004, we have saletained for our portfolio the high quality, adjalslerate mortgage loans that
originated. For the years ended December 31, 200@@05, we originated and retained $69.7 millinod $555.2 million of such loans,
respectively. When we retain mortgage loans thabmginated, we record such assets at historicgtl icoaccordance with GAAP (“GAAP”
means generally accepted accounting principles).chst of each loan is then amortized on the éfieatterest method over the estimated
lives of the retained loans. Furthermore, whenetain loans that we originated, we are not ablet¢ognize a gain on sale of these loans
thus higher GAAP net income) as we would have ¢hsiwans were sold to third parties. Instead, tileesof the gain on sale revenue inure
the benefit of our investment portfolio in the fooha lower cost asset and thus incrementally highedd during the lives of retained loans.
We estimate that the foregone premium we would lnalverwise received had retained loans been sdhirtbparties is approximately $0.4
million and $7.5 million for the years ended DecemB1, 2006 and 2005, respectively. On March 3072¢he Company sold substantially
all of the operating assets of the mortgage lentimginess to Indymac and exited the mortgage lgnolisiness.

Our wholesale lending strategy has been a smalpooent of our loan origination operations. We havetwork of non-affiliated
wholesale loan brokers and mortgage lenders whmilbans to us. We maintain relationships withstagvholesale brokers and, as with
retail loan originations, will underwrite, processid fund wholesale loans through our centralizeilifies and processing systems. On
February 22, 2007, we sold all of the assets ofahalesale operations to Tribeca Lending. We atdd Broker loans to third party mortgage
lenders for which we receive a broker fee. Forytbars ended December 31, 2006 and 2005, we orgi$t03.0 million and $562.1 million
in brokered loans, respectively. We recognizedongitering income totaling $2.7 million and $2.4 lioih during the years ended December
31, 2006 and 2005, respectively.

A significant risk to our mortgage lending operagas liquidity risk - the risk that we will not @ financing facilities and cash
available to fund and hold loans prior to theilesal securitization. We maintain lending facilitiegh large banking and investment
institutions to reduce this risk. On a short-terasib, we finance mortgage loans using warehouss bhcredit and repurchase agreements.
Details regarding available financing arrangemants amounts outstanding under those arrangemeniscimded in “Liquidity and Capital
Resources” below.

Mortgage Portfolio Managemen

Prior to the completion of our IPO on June 29, 2@# operations were limited to the mortgage opama described in the
preceding section. Beginning in July 2004, we bagamplement our business plan of investing irhkigiality, adjustable rate mortgage
related securities and residential loans. Our nagiegportfolio, consisting primarily of residentiabrtgage-backed securities and mortgage
loans held for investment, currently generateshstsuntial portion of our earnings. In managing iovestment in a mortgage portfolio, we:

invest in mortgagdacked securities originated by others, includingMA securities and collateralized mortgage obligz
floaters (“CMO Floaters”);

generally operate as a long-term portfolio investor

« finance our portfolio by entering into repurchaggeements, warehouse facilities for loan aggregatioissue collateral de
obligations relating to our securitizations; and

« generate earnings from the return on our mortgagergies and spread income from our mortgage paatfolio.
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A significant risk to our operations, relating tergortfolio management, is the risk that interases on our assets will not adjust at
the same times or amounts that rates on our liigsiladjust. Even though we retain and invest inM&Rmany of the hybrid ARM loans in o
portfolio have fixed rates of interest for a perafdime ranging from two to seven years. Our fungdtosts are variable and the maturities are
short term in nature. As a result, we use derieatigtruments (interest rate swaps and interesicegis) to mitigate, but not eliminate, the risk
of our cost of funding increasing or decreasing tster rate than the interest on our investmeseta.

As of December 31, 2006, our mortgage securitiesgio consisted of 98% AAA- rated or Fannie M&eeddie Mac or Ginnie
Mae-guaranteed (“FNMA/FHLMC/GNMA”) mortgage secigft as compared to financing rates or lower ragedrities. The loans held in
securitization trusts and mortgage loans heldrfeestment consisted of high-credit quality primguathble rate mortgages with initial reset
periods of no greater than five years or less. gautfolio strategy for ARM loan originations is &zquire high-credit quality ARM loans for
our securitization process thereby limiting futprgential losses.

Such assets are evaluated for impairment on agqlyabiasis or, if events or changes in circumstariedicate that these assets or the
underlying collateral may be impaired, on a moegjfrent basis. We evaluate whether these assatsraielered impaired, whether the
impairment is other-than-temporary and, if the impant is other-than-temporary, recognize an impairt loss equal to the difference
between the asset’s amortized cost basis andritgadlae. We recorded an impairment loss of $7ilian in the fourth quarter of 2005
because we concluded that we no longer had thetitdéiold certain lower-yielding mortgage-backedgities until their values recovered.
This impairment was not due to any underlying itrisdues but was related to our intent to no lorged identified lower-yield securities
and to re-position our portfolio by selling sucltséties and replacing them with higher yield sétes with similar credit characteristics in
order to earn higher net interest spread in thaéufThe securities were disposed of during ttst §uarter of 2006 resulting in an additional
loss of $1.0 million.

Known Material Trends and Commentary
For the year ended December 31, 2006, our originatdbf residential mortgage loans totaled $2.%0billThe following chart

summarizes the our loan origination volume andattaristics for each of the four quarters of 20€létive to our 2005 historical origination
production:

2005 & 2006 Origination Yolume by Quarter
[#billions)

M2

02005 Total: $3.4
%1 .0 -HE 2006 Taotal; 2.5
f0.8
0.6 T
0.4 —
02 +—
$0.0 ; : :

For the year ended December 31, 2006, NY#MBtal loan originations decreased to $2.5 bilfimm $3.4 billion in 2005, a decree
of 26%. This compares to total originations for ith@ustry as a whole of $2.5 trillion in 2006 vesskB.0 trillion in 2005, a decrease of 17%,
as reported by the MBA’s Mortgage Finance Forecdtst. reason for this larger than industry decréapeimarily due to a meaningful
number of our seasoned loan officers being reattel hired by other large lenders in the first b&R006.
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In the February 12, 2007 forecast, the MBA projé¢letg mortgage loan volumes will decrease to $2libh in 2007 from $2.5
trillion in 2006, primarily due to an expected dontd decline in the volume of loan refinancingse Wélieve that the market for mortgage
loans for home purchases is less susceptible Hearefinance market to downturns during periodsafeasing interest rates, because
borrowers seeking to purchase a home do not géneese their decision to purchase on changedeéndst rates alone, while borrowers that
refinance their mortgage loans often make theiisitat as a direct result of changes in interegistatonsequently, we are hopeful that our
referral-based marketing strategy and a conceotrath purchase loan originations will help mitightgher origination decreases relative to
the industry.

State and local governing bodies are focused daingrractices engaged in by certain participamthé mortgage lending business
relating to fees borrowers incur in obtaining a tgage loan - generally termed “predatory lendinghim the mortgage industry. In several
instances, states or local governing bodies hapesed strict laws on lenders to curb such practibeslate, these laws have had an
insignificant impact on our business. We have cdgpe structures consistent with those adoptectgral mortgage agencies and have
implemented rigid processes to ensure that ouiingnaractices are not predatory in nature.

Results of OperationsWe expect that our revenues will derive primafiitym the difference between the interest incomesam on
our mortgage assets and the costs of our borrowimegf hedging expenses). We expect that ourabipgrexpenses will reduce in the future
due to the elimination of compensation expenséattble to our mortgage origination platform. Tdade of each of our retail and wholesale
mortgage banking platforms, has resulted in grossgeds to NYMT of approximately $14.0 million befdees and expenses, and before
deduction of approximately $2.3 million, which wilé held in escrow to support warranties and indiications provided to Indymac by
NYMC as well as other purchase price adjustmen¥MR expects to record a one time taxable gain erstle of its assets to Indym
NYMC's deferred tax asset will absorb any taxable ¢raim sale.

Liquidity . We depend on the capital markets to finance mowestments in mortgage-backed securities and ngetlpans held for
sale. We finance our mortgage loans held for ssilegu‘'warehousefacilities provided by commercial or investment k&nAs it relates to ol
investment portfolio, we have either issued bomdsifour loan securitizations and will either owmrlsionds or sell them to institutional
investors via intermediaries, or use repurchaseeamgents for short term financing. The providerwfwarehouse facilities are well
capitalized investment or commercial banks. Commakand investment banks have provided signifidgpidity to finance our operations,
and while management cannot predict the futuradiguenvironment, we are currently unaware of amterial reason to prevent continued
liquidity support in the capital markets for oursiness. See “Liquidity and Capital Resources” beflowfurther discussion of liquidity risks
and resources available to us.

Loan Loss Reserves on Mortgage LoarGurrently, conditions in the mortgage market rencdiallenging due a significant increase
in demands for indemnification and loan repurchégea third party loan investors. A large portioftieese demands come as a result of
borrowers failing to timely make their first threesix mortgage loan payments, commonly known &y @ayment defaults (“EPDs”). This is
evident throughout the mortgage industry as maoglJaegional and national mortgage lenders hawewamced plans to exit the mortgage
lending business in part or in whole. Many of theasaouncements come as a result of liquidity probleaused by a significant increase in
repurchase demands due to EPDs.

With respect to the loans originated by our discrgd operations, in 2006, we repurchased a t6%B28.9 million of mortgage
loans that were originated in both 2005 and 2006 majority of which were due to EPDs. Of the repased loans originated in 2006, most
were Alternative-A (“Alt-A”), as sub-prime compridenly approximately 10% of our 2006 originations2006, the percentage of Alt-A
loans we originated was approximately 26%.

Generally, under the terms of the agreements Wwathirtvestors to whom we sell our loans, we areireduo repurchase loans if the
borrower misses one of his or her first three paynerhe increased use of limited documentatiorenmdting associated with Alt-A loans,
as offered by many investor programs under whiclorginate loans, in concert with reduced amouftdown payments required under
many of those same programs, have made it easiardoy borrowers to obtain mortgage financing.

As with any mortgage loan asset in either NYMT ofNAC, we have policies and procedures in place terd&ne the appropriate
levels of reserves relative to non-performing aseelosses associated with indemnifications ourgpase demands. Our approach looks at
individual loans for which we have received indeficakion or repurchase demands, rather than usmgael based macro approach base
historic performance. Note however that in voldiitlees such as these, a historical based approaaldwiot likely result in adequate reser
And while we feel that we are using a prudent apginado reserving for EPDs and non-performing loapnsassurance can be made as to the
adequacies of those reserves.

In determining reserves we generally rely on mamege’s judgment and estimates of credit lossesrértien each individual non-
performing loan held for sale and each mortgage kad in securitization trusts. Estimation invaythe consideration of various credit-



related factors including but not limited to, therent housing market conditions, loan-to-valu@satdelinquency status, historical
credit loss severity rates, purchased mortgageanse, the borrower’s credit and other factors dmkto warrant consideration. Additionally,
we look at the balance of any delinquent loan amdgare that to the value of the property. As mdny® loans involved in current reserve
process were funded in the past six to twelve mgntie typically rely on the original appraised \&abf the property, unless there is evidence
that the original appraisal should not be reliedrugf there is a doubt to the objectivity of thégnal property value assessment, we either
utilize various internet based property data sesto look at comparable properties in the sane areconsult with a realtor in the propesty’
area.

Comparing the current loan balance to the origimmaperty value determines the current loan-to-vélL&V") ratio of the loan.
Generally we estimate that any first lien loan tha¢s through a foreclosure process and resuRgah Estate Owned (“REO”) results is the
property being disposed of at approximately 68%hefproperty’s original value. That number is bagseananagemert’long term experien
in similar market conditions in past difficult reedtate markets. Thus, for a first lien loan teatélinquent, we will adjust the property value
down to approximately 68% of the original and comepthat to the current balance of the loan. Thiedifice, plus an estimate of past interest
due, determines the base reserve taken for that Toas base reserve for a particular loan maydpested if we are aware of specific
circumstances that may affect the outcome of the ibitigation process for that loan. Predominatebyyever, we use the base reserve
number for our reserve.

Reserves for second liens are larger than thdiréddiens as second liens are in a junior positamd only receive proceeds after the
claims of the first lien holder are satisfied. Aghnfirst liens, we may occasionally alter the besserve calculation but that is in a minority of
the cases and only if we are aware of specificiarstances that pertain to that specific loan.

While we feel these policies are prudent, we cakemep assurance that this policy will be adequatter future losses.
Significance of Estimates and Critical Accounting Blicies

We prepare our consolidated financial statement®imiormity with accounting principles generallycapted in the United States of
America, or GAAP, many of which require the usestimates, judgments and assumptions that affpotterl amounts. These estimates are
based, in part, on our judgment and assumptioregdetry various economic conditions that we beliarereasonable based on facts and
circumstances existing at the time of reportinge Tésults of these estimates affect reported area@irassets, liabilities and accumulated
other comprehensive income at the date of the didiased financial statements and the reported atsoofincome, expenses and other
comprehensive income during the periods presented.

Changes in the estimates and assumptions couldehanaterial effect on these financial statementsofinting policies and
estimates related to specific components of ousaliiated financial statements are disclosed imtites to our consolidated financial
statements. In accordance with SEC guidance, timagerial accounting policies and estimates thabeleve are most critical to an investor’
understanding of our financial results and condiiad which require complex management judgmendiaceissed below.

Revenue Recognitiarinterest income on our residential mortgage l@ams mortgage-backed securities is a combinatidheof
interest earned based on the outstanding prinbgdahce of the underlying loan/security, the casitral terms of the assets and the
amortization of yield adjustments, principally piems and discounts, using generally accepted isttenethods. The net GAAP cost over the
par balance of self-originated loans held for itres1t and premium and discount associated witlptinehase of mortgage-backed securities
and loans are amortized into interest income dwetives of the underlying assets using the effecgield method as adjusted for the effects
of estimated prepayments. Estimating prepaymemtgtenremaining term of our interest yield investtseequire management judgment,
which involves, among other things, consideratibpassible future interest rate environments andsiimate of how borrowers will react to
those environments, historical trends and perfoomafhe actual prepayment speed and actual liudd b@ more or less than the amount
estimated by management at the time of originatiopurchase of the assets or at each financiattieggeriod.

Fair Value. Generally, the financial instruments we utilize widely traded and there is a ready and liquidketain which these
financial instruments are traded. The fair valu@sstich financial instruments are generally basetharket prices provided by five to seven
dealers who make markets in these financial inggntm If the fair value of a financial instrumesiot reasonably available from a dealer,
management estimates the fair value based on d¢bastics of the security that the Company recefvas the issuer and on available market
information.
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In the normal course of our discontinued mortgageling business, we enter into contractual intesgstlock commitments, or
(“IRLCs"), to extend credit to finance residentiabrtgages. Mark-to-market adjustments on IRLCg@cerded from the inception of the
interest rate lock through the date the underlYaag is funded. The fair value of the IRLCs is detimed by an estimate of the ultimate gain
on sale of the loans net of estimated net costsiginate the loan. To mitigate the effect of theerest rate risk inherent in issuing an IRLC
from the lock-in date to the funding date of a loar generally enter into forward sale loan congaar (“FSLCs”). Since the FSLCs are
committed prior to mortgage loan funding and tthes¢ is no owned asset to hedge, the FSLCs in plameto the funding of a loan are
undesignated derivatives under SFAS No. 133 andharked to market with changes in fair value reedrtb current earnings.

Impairment of and Basis Adjustments on Securitiziedncial Assets As previously described herein, we regularly si¢ize our
mortgage loans and retain the beneficial interegiated. Such assets are evaluated for impairnmeatquarterly basis or, if events or changes
in circumstances indicate that these assets arrttierlying collateral may be impaired, on a moegjfrent basis. We evaluate whether these
assets are considered impaired, whether the impairia other-than-temporary and, if the impairmsmither-than-temporary, recognize an
impairment loss equal to the difference betweeratizet’'s amortized cost basis and its fair valles& evaluations require management to
make estimates and judgments based on changesketrirderest rates, credit ratings, credit andndglency data and other information to
determine whether unrealized losses are reflecfiweedit deterioration and our ability and intémhold the investment to maturity or
recovery. This other-than-temporary impairment gsialrequires significant management judgment aadi@em this to be a critical
accounting estimate. We recorded an impairmentd6$3.4 million during 2005, because we conclutted we no longer had the intent to
hold certain lower-yielding mortgage-backed se@sitntil their values recovered. At December D& we have an unrealized loss of
$3.85 million on the remaining securities in ourtfmio, which we do not consider to represent #reothan temporary impairment.

Loan Loss Reserves on Mortgage LoaWe evaluate a reserve for loan losses based oageaent’s judgment and estimate of
credit losses inherent in our portfolio of residaihmortgage loans held for sale and mortgage |baidin securitization trusts. The estima
involves the consideration of various credit-refaf@ctors including loans held for investment, bat limited to, current economic conditions,
loan-to-value ratios, delinquency status, histdricadit losses, purchased mortgage insurance ted factors deemed to warrant
consideration. If the credit performance of anypwof mortgage loans deviates from expectationsalibevance for loan losses is adjusted to a
level deemed appropriate by management to prowidestimated probable losses in the portfolio. Ofte critical assumptions used in
estimating the loan loss reserve is severity. Sgvepresents the expected rate of realized lps® ulisposition/resolution of the collateral
that has gone into foreclosure.

Securitizations We create securitization entities as a meamstioér:

« creating securities backed by mortgage loans wivietwill continue to hold and finance that will beora liquid than holdin
whole loan assets; or

» securing longerm collateralized financing for our residentiabmgage loan portfolio and matching the income edror
residential mortgage loans with the cost of relditgallities, otherwise referred to a match fundog balance sheet.

Residential mortgage loans are transferred to aragpbankruptcy-remote legal entity from whictvate-label multi-class mortgage-
backed notes are issued. On a consolidated Isasigtitizations are accounted for as secured finga@s defined by SFAS No. 140,
“Accounting for Transfers and Servicing of Finahdasets and Extinguishments of Liabilities”, atttkrefore, no gain or loss is recorded in
connection with the securitizations. Each se@aiion entity is evaluated in accordance with FaianAccounting Standards Board
Interpretation, or FIN, 46(R), “Consolidation of Nable Interest Entities”, and we have determirteat tve are the primary beneficiary of the
securitization entities. As such, the securitmatntities are consolidated into our consolid&t@dnce sheet subsequent to securitization.
Residential mortgage loans transferred to seeatitin entities collateralize the mortgage-backet@sissued, and, as a result, those
investments are not available to us, our crediborstockholders. All discussions relating to sé@ations are on a consolidated basis and do
not necessarily reflect the separate legal ownershihe loans by the related bankruptcy-remotallegtity.

Derivative Financial InstrumentsThe Company has developed risk management prograchprocesses, which include investm
in derivative financial instruments designed to agammarket risk associated with its mortgage banéird its mortgage-backed securities
investment activities.

All derivative financial instruments are reportesiegther assets or liabilities in the consoliddiathnce sheet at fair value. The gains
and losses associated with changes in the faievaflderivatives not designated as hedges aretsgpior current earnings. If the derivative is
designated as a fair value hedge and is highlgtftein achieving offsetting changes in the faitue of the asset or liability hedged, the
recorded value of the hedged item is adjustedsbgtiainge in fair value attributable to the hedggd If the derivative is designated as a cash
flow hedge, the effective portion of change in fhie value of the derivative is recorded in OCI asdecognized in the income statement
when the hedged item affects earnings. The Comgpalcylates the effectiveness of these hedges ongwing basis, and, to date, has



calculated effectiveness of approximately 100%fféntive portions, if any, of changes in the fa@we or cash flow hedges are
recognized in earnings.
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New Accounting Pronouncements +ebruary 2007, the FASB issued SFAS No. 15Be Fair Value Option for Financial
Assets and Financial Liabiliti” (“SFAS No. 159"), which provides companies withaption to report selected financial assets and
liabilities at fair value. The objective of SFAS NIB9 is to reduce both complexity in accountingfiieancial instruments and the
volatility in earnings caused by measuring relassets and liabilities differently. SFAS No. 158blshes presentation and disclosure
requirements and requires companies to providdiaddl information that will help investors and ettusers of financial statements to
more easily understand the effect of the comparhgsce to use fair value on its earnings. SFAS1¥®. also requires entities to display
the fair value of those assets and liabilitiesvibich the company has chosen to use fair valudeffiace of the balance sheet. SFAS No.
159 is effective for financial statements issuetfifizal years beginning after November 15, 200d @axly adoption is permitted for
fiscal years beginning on or before November 1B;72frovided that the entity makes that choice @fitst 120 days of the fiscal year,
has not issued financial statements for any int@eémiod of the fiscal year of adoption and als@sléo apply the provisions of SFAS No.
157. The Company is in the process of analyzingrtipact of SFAS No. 159 on its consolidated finahstatements.

In September 2006, the FASB issued SFAS No. 150y Value Measurements” (“SFAS No0.157"). SFAS N@.H&fines fair
value, establishes a framework for measuring faiue in generally accepted accounting principlesexpands disclosures about fair
value measurements. SFAS No.157 will be appliecunther accounting principles that require or pefair value measurements, as
this is a relevant measurement attribute. Thigstaht does not require any new fair value measuremé/e will adopt the provisions of
SFAS No0.157 beginning January 1, 2008. We are etlyrevaluating the impact of this statement on @ansolidated financial
statements.

In September 2006, the SEC issued SAB No. 108nsidering the Effects of Prior Year Misstatenswhen Quantifying
Misstatements in Current Year Financial Stater’ (“SAB 108”), on quantifying financial statement rsigtements. In summary, SAB
108 was issued to address the diversity in pracfievaluating and quantifying financial statemerigstatements and the related
accumulation of such misstatements. SAB 108 sthtgshoth a balance sheet approach and an incatesr&nt approach should be used
when quantifying and evaluating the materialityagfotential misstatement and contains guidancedioecting errors under this dual
perspective. SAB 108 is effective for financialtstaents issued for fiscal years ending after Novamib, 2006. The adoption of SAB
108 did not have a material effect on the Compatgrsolidated financial statements.

In June 2006, FASB issued FASB Interpretation N&.“Accounting for Uncertainty in Income Taxes —iaterpretation of
FASB Statement No. 109” (“FIN 48”). This interpréten increases the relevancy and comparabilityrafricial reporting by clarifying
the way companies account for uncertainty in inceaxes. FIN 48 prescribes a consistent recogniticeshold and measurement
attribute, as well as clear criteria for subsedya®icognizing, derecognizing and measuring suglptssitions for financial statement
purposes. The interpretation also requires expadidetbsure with respect to the uncertainty in meataxes. FIN 48 is effective for us on
January 1, 2007. The Company does not expect thgtiad of FIN 48 to have a material effect on th@pany’s consolidated financial
statements.

In March 2006, the FASB issued SFAS No. 156, “Actmg for Servicing of Financial Assets an amendnuéirASB
Statement No. 140.” Effective at the beginninghf first quarter of 2006, the Company early adogitechewly issued statement and
elected the fair value option to subsequently mesissi mortgage servicing rights (“MSRs”). Undee flair value option, all changes in
the fair value of MSRs are reported in the statdéro&pperations. The initial implementation of SFAS6 did not have a material impact
on the Company’s financial statements.

In February 2006, the FASB issued SFAS No.155, teting for Certain Hybrid Financial Instrument&ey provisions of
SFAS No.155 include: (1) a broad fair value measarg option for certain hybrid financial instrumetthat contain an embedded
derivative that would otherwise require bifurcati¢?) clarification that only the simplest sepavas of interest payments and principal
payments qualify for the exception afforded to iagt-only strips and principal-only strips from idative accounting under paragraph 14
of FAS No0.133 (thereby narrowing such exceptioB);q requirement that beneficial interests in séizad financial assets be analyzed to
determine whether they are freestanding derivativeghether they are hybrid instruments that conémnbedded derivatives requiring
bifurcation; (4) clarification that concentratioofcredit risk in the form of subordination are eotbedded derivatives; and (5)
elimination of the prohibition on a QSPE holdinggiae derivative financial instruments that pertaibeneficial interests that are or
contain a derivative financial instrument. In gextethese changes will reduce the operational cexityl associated with bifurcating
embedded derivatives, and increase the numbemefisél interests in securitization transactiansjuding interest-only strips and
principal-only strips, required to be accountedifoaccordance with FAS No0.133. Management doebealave that SFAS No.155 will
have a material effect on the Company’s consol@lfitencial statements.

Overview of Performance

For the year ended December 31, 2006, we reponted lass of $15.0 million, as compared to a nes lof $5.3 million for the year



ended December 31, 2005. The increase in netdatributed to a decrease in gain on sale reveamsiet interest income from «
investment portfolio. Our revenues were drivenddydrom increases in interest income on investménmortgage loans and mortgage
securities (our “mortgage portfolio managemesgfiment). In addition, the Company incurred a $8lon charge attributable to loan loss

For the year ended December 31, 2006, total nead@riginations, including brokered loans, w85 billion as compared to $3.4
billion and $1.8 billion for the same period of Z08nd 2004, respectively. The decrease in our doigmation levels for the year ended
December 31, 2006 as compared to the same peri2@Défis the result of the loss of experienced lofficers to competitors as well as an
overall market decline. Total employees decreas&d 6 at December 31, 2006 from 802 at Decembe2@®15; full-service loan origination
locations decreased to 25 offices and 22 satddiéte origination locations at December 31, 2006128 full service locations and 26 satellite
loan origination locations at December 31, 2005.

Summary of Operations and Key Performance Measurenrds

For the year ended December 31, 2006, our net iaawas dependent upon our mortgage portfolio manageaperations and the net
interest (interest income on portfolio assets Mé¢h® interest expense and hedging costs assodidtiedhe financing of such assets) gener.
from our portfolio of mortgage loans held for intragnt, mortgage loans held in the securitizatiostr and residential mortgage-backed
securities in our portfolio management segment.fohewing table presents the components of ourimerest income from our investment
portfolio of mortgage securities and loans forykar ended December 31, 2006:

Average
Outstanding Effective
Amount Balance Rate

(Dollars in Millions)
Net Interest Income Components:
Interest Income

Investment securities and loans held in the sézatibn trusts $ 66,97: $ 1,266.¢ 5.2%
Amortization of premium (2,092) 5.¢ (0.16%
Total interest income $ 64,88. $ 1,272.: 5.12%
Interest Expense

Repurchase agreements $ 62,437 $ 1,201.: 5.12%
Interest rate swaps and caps (5,884 — (0.49)%
Total interest expense $ 56,550 $ 1,201.: 4.64%

Net Interest Income $ 8,32¢ 0.4%

The key performance measures for our portfolio gangnt activities are:
 net interest spread on the portfolio;

» characteristics of the investments and the undeglypiool of mortgage loans including but not limitedcredit quality, coupc
and prepayment rates; and

 return on our mortgage asset investments and kedemanagement of interest rate risk.

For the year ended December 31, 2006, our net iacoas also dependent upon our mortgage lendingitipes and originations
from our mortgage lending segment, which includerttortgage loan sales (“mortgage banking”) and gagi brokering activities on
residential mortgages sold or brokered to thirdipsr Our mortgage banking activities generaterraes in the form of gains on sales of
mortgage loans to third parties and ancillary femime and interest income from borrowers. Our naggbrokering operations generate
brokering fee revenues from third party buyers. Wiwve retain a portion of our loan originations émr investment portfolio, we do not
realize the gain on sale premiums we would haveratise recognized had these loans been sold thghities and such loans retained on
balance sheet at cost. As a result, revenues imougage banking segment are lower and the bolole v these assets on our balance sheet,
which are accounted for on a cost basis, will diffem their fair market value.

A breakdown of our loan originations for the yeaded December 31, 2006 follows:

Aggregate Weighted
Principal Percentage Average
Number Balance of Total Interest Average



Description of Loans ($000's) Principal Rate Loan Size

Purchase mortgages 6,48t $ 1,484.( 58.2% 7.15% $ 228,83
Refinancings 3,837 1,060.( 41.7% 6.9% 276,26"
Total 10,327 $ 2,544 ( 100.(% 7.08% 246,46«
Adjustable rate or hybrid 3,39¢ $ 1,102.: 43.2% 6.94% 324,37
Fixed rate 6,92¢ 1,441.¢ 56.7% 7.1€% 208,23(
Total 10,32 $ 2,544 ( 100.(% 7.08% 246,46«
Banked 8,01¢ $ 1,841.( 72.4% 7.16% 229,61(
Brokered 2,30¢ 703.C 27 .% 6.8t% 305,11¢
Total 10,327 $ 2,544 ( 100.(% 7.08% $ 246,46:

The key performance measures for our originatidivities are:
« dollar volume of mortgage loans originated;
« relative cost of the loans originated;

« characteristics of the loans, including but notitéd to the coupon and credit quality of the loatich will indicate their
expected yield;

« return on our mortgage asset investments and edemanagement of interest rate risk; and

» frequency of early payment defaults which resulbam losses.
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Management’s discussion and analysis of finan@abion and results of operations, along with ofertions of this report, are
designed to provide information regarding our pemfance and these key performance measures.

Year Ended December 31, 2006 Financial Highlights

» Net income for the Compa’s Mortgage Portfolio Management segment totale@ #éllion for the year ended December
2006.

» Consolidated net loss totaled $15.0 million for ylear ended December 31, 2006.

« Discontinued operations net loss totaled $17.2onilhet of tax for the year ended December 31, 2006
Financial Condition
Balance Sheet Analysis - Asset Quality

Investment Portfolio Related Assets

Mortgage Loans Held in Securitization Trusts and Mgage Loans Held for Investmentincluded in our portfolio are adjustable-
rate mortgage loans that we originated or purchasbdlk from third parties that meet our investineriteria and portfolio requirements.
These loans are classified as “mortgage loansfbeidvestment” during a period of aggregation amdil the portfolio reaches a size
sufficient for us to securitize such loans. If #eeuritization qualifies as a financing for SFAS. M40 purposes the loans are classified as
“mortgage loans held in securitization trusts.”

The NYMT 2006-1 securitization qualifies as a saadeer SFAS No. 140, which resulted in the recoradihgesidual assets and mortgage
servicing rights. The residual assets total $2laniand are included in investment securitiesilatée for sale (see note 2 in our consolidi
financial statements).

There were no Mortgage Loans Held for Investmemextember 31, 2006.

The following table details Mortgage Loans Held fiavestment at December 31, 2005 (dollar amountsansands):

Category Par Value Coupon Carrying Value Yield
Mortgage Loans Held for Investment $ 4,054 5.84% $ 4,06( 5.56%

The following table details Mortgage Loans Heldiecuritization Trusts (dollar amounts in thousands)

Par Value Coupon Carrying Value Yield
December 31, 2006 $ 584,358 5.56% $ 588,160 5.56%
December 31, 2005 $ 771,451 5.17% $ 776,610 5.49%

At December 31, 2006 mortgage loans held in sezatibn trusts totaled $588.2 million, or 45% ofaicassets. Of this mortgage
loan investment portfolio 100% are traditional gbhid ARMs and 75.9% are ARM loans that are inteogdy. On our hybrid ARMs, interest
rate reset periods are predominately seven yedes®and the interest-only/amortization periotypgcally 10 years, which mitigates the
“payment shock” at the time of interest rate relSetloans in our investment portfolio of mortgagans are option-ARMs or ARMs with
negative amortization.

Characteristics of Our Mortgage Loans Held in Secutization Trusts and Retained Interest in Securitiation:

The following table sets forth the composition af ébans held for investment and in securitizatimsts as of December 31, 2006
(dollar amounts in thousands):

# of Loans Par Value Carrying Value

Loan Characteristics:
Mortgage loans held in securitization trusts 1,25¢ $ 584,35¢ $ 588,16(



Retained interest in securitization (included imdstment securities
available for sale) 45¢ 249,62 23,93(

Total Loans Held 1,717 % 833,98 $ 612,09(
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General Loan Characteristics:
Original Loan Balance
Coupon Rate

Gross Margin

Lifetime Cap

Original Term (Months)
Remaining Term (Months)

The following table sets forth the composition af toans held for investment and in securitizatists as of December 31, 2005 (dollar

amounts in thousands):

Loan Characteristics:
Mortgage loans held in securitization trusts
Mortgage loans held for investment

Total Loans Held

General Loan Characteristics:
Original Loan Balance
Coupon Rate

Gross Margin

Lifetime Cap

Original Term (Months)
Remaining Term (Months)

Arm Loan Type

Traditional ARMs
2/1 Hybrid ARMs
3/1 Hybrid ARMs
5/1 Hybrid ARMs
7/1 Hybrid ARMs

Total
Percent of ARM loans that are Interest Only

Weighted average length of interest only period
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Average High Low
501 $ 350 $ 25
5.67% 8.1%% 3.88%
2.3t% 6.5(% 1.1%%
11.1%% 13.7*% 9.00(%
36C 36C 36C
341 351 307

# of Loans Par Value Carrying Value
1,60¢ 771,45: 776,61(
11 4,054 4,06(
1,62( 775,50! 780,67(
Average High Low
48¢ $ 3,50 $ 25
5.2¢% 7.7%% 3.0(%
2.4(% 7.01% 1.13%
11.0¢% 13.7%% 9.0(%
36C 36C 35¢
34¢ 36C 31¢
December 31, 2006 December 31, 2005
Percentage Percentage
2.% 4.7%
3.8% 5.3%
16.€% 32.%%
74.5% 57.2%
2.C% 0.2%
100.(% 100.(%
75.% 74.%
8.0 year 8.2 year




Traditional ARMs - Periodic Caps
None

1%

Over 1%

Total

Hybrid ARMs- Initial Cap
3.00% or less
3.01%-4.00%
4.01%-5.00%
5.01%-6.00%

Total

FICO Scores
650 or less
651 to 700
701 to 750
751 to 800
801 and over

Total
Average FICO Score

Loan to Value (LTV)
50% or less
50.01%-60.00%
60.01%-70.00%
70.01%-80.00%
80.01% and over

Total
Average LTV

Property Type

Single Family
Condominium

Cooperative

Planned Unit Development
Two to Four Family

December 31, 2006

December 31, 2005

Percentage Percentage
%
61.¢ 64.5%
%
8.8 19.2%
%
29.: 16.1%
%
100.( 100.(%
December 31, 2006 December 31, 2005
Percentage Percentage
14.€% 29.€%
7.5% 10.7%
76.€% 58.2%
1.1% 1.5%
100.(% 100.(%
December 31, 2006 December 31, 2005
Percentage Percentage
3.8% 5.C%
16.9% 18.(%
34.(% 35.4%
41.5% 38.2%
3.8% 3.4%
100.(% 100.(%
737 733
December 31, 2006 December 31, 200
Percentage Percentage
9.8% 9.5%
8.8% 9.4%
28.1% 28.€%
51.1% 49.7%
2.2% 2.8%
100.(% 100.(%
69.4% 69.5%
December 31, 2006 December 31, 2005
Percentage Percentage
52.2% 53.7%
22.% 23.1%
8.8% 10.1%
13.(% 9.2%
3.0% 3.9%




Total

Occupancy Status
Primary
Secondary
Investor

Total

100.(%

100.(%

December 31, 2006

December 31, 2005

Percentage Percentage
85.2% 84.2%
10.7% 10.7%
4.C% 5.1%
100.(% 100.(%
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Documentation Type

Full Documentation

Stated Income

Stated Income/ Stated Assets
No Documentatiol

No Ratio

Total

Loan Purpose
Purchase

Cash out refinance
Rate & term refinance

Total

Geographic Distribution: 5% or more in any one stat

NY
MA

CA
NJ
FL

Other (less than 5% individually)

Total

Delinquency Statu

December 31, 2006

December 31, 2005

Percentage Percentage
70.1% 61.8%
21.2% 24.1%
7.2% 11.8%
0.9% 1.6%
0.5% 0.7%
100.(% 100.(%

December 31, 2006

December 31, 2005

Percentage Percentage
57.5% 60.(%
26.1% 25.2%
16.€% 14.&%
100.(% 100.(%

December 31, 2006

December 31, 2005

Percentage Percentage
26.2% 32.1%
14.4% 19.4%
6.8% 14.1%
— 5.8%
= 5.4%
52.6% 22.6%
100.(% 100.(%

As of December 31, 2006, we had seven delinquamisitotaling $6.8 million categorized as Mortgagans Held in Securitization
Trusts. The table below shows delinquencies inaam portfolio as of December 31, 2006 (dollar antsun thousands):

Total % of
Days Late Delinquent Loans Dollar Amount Loan Portfolio
30-60 1 3 166.4 0.0%
61-90 1 193.1 0.05%
90+ 5 $ 6,444.° 1.1(%

As of December 31, 2005, we had four delinquentddataling $2.0 million categorized as Mortgageh® Held in Securitization
Trusts. The table below shows delinquencies in@am portfolio as of December 31, 2005 (dollar anteun thousands):

Number of Delinquent Total % of
Days Late Dollar Amount Loan Portfolio
30-60 $ 193.1 0.02%
61-90 — -
90+ $ 1,771.( 0.25%




Interest is recognized as revenue when earneddingdo the terms of the mortgage loans and whrethe opinion of management,
it is collectible. The accrual of interest on loamsliscontinued when, in management’s opinionjriterest is not collectible in the normal
course of business, but in no case beyond when gayom a loan becomes 90 days delinquent. Inteodiscted on loans for which accrual
has been discontinued is recognized as income rgoaipt.

Investment Securities - Available for Sal®©ur securities portfolio consists of agency semgibr AAA-rated residential mortgage-
backed securities. At December 31, 2006, we hadwestment securities in a single issuer or eftitiier than a government sponsored
agency of the U.S. Government) that had an aggedgmik value in excess of 10% of our total as3dts.following tables set forth the credit
characteristics of our securities portfolio as ecBmber 31, 2006 and December 31, 2005:

Characteristics of Our Investment Securities (dollaamounts in thousands):

Sponsor or Par Carrying % Of
December 31, 2001 Rating Value Value Portfolio Coupon Yield
Credit
Agency REMIC CMO
Floating Rate FNMA/FHLMC/GNMA $ 163,12: $ 163,89¢ 34% 6.72% 6.4(%
Private Label Floating Rate AAA 22,39: 22,28¢ 5% 6.12% 6.4€%
Private Label ARMs AAA 287,01¢ 284,87 58% 4.82% 5.71%
NYMT Retained Securitie AAA-BBB 15,99¢ 15,89 3% 5.67% 6.02%
Below Investment
NYMT Retained Securitie Grade 2,761 2,012 0% 5.67% 18.35%
Total/Weighted Average $ 491,29:$  488,96: 10(% 5.54% 6.0€%
Characteristics of Our Investment Securities (dollaamounts in thousands):
Sponsor or Par Carrying % of
December 31, 2005 Rating Value Value Portfolio Coupon Yield
Credit
Agency REMIC CMO Floatin
Rate FNMA/FHLMC/GNMA $ 13,50 $ 13,53¢ 2% 5.5€% 5.45%
FHLMC Agency ARMs FHLMC 91,83 91,21% 13% 4.28% 3.82%
FNMA Agency ARMs FNMA 298,52t 297,04¢ 41% 4.18% 3.91%
Private Label ARMs AAA 315,83! 314,68: 44% 4.7(% 4.51%
Total/Weighted Average $ 719,70 $ 716,48: 10(% 4.47% 4.1%%
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The following table sets forth the stated reseigasrand weighted average yields of our investrseatrrities at December 31, 2006 and
December 31, 2005 (dollar amounts in thousands):

Less than More than 6 Months More than 24 Months
6 Months To 24 Months To 60 Months Total
Weighted Weighted Weighted Weighted
Carrying Average Carrying Average Carrying Average Carrying Average
December 31, 2006 Value Yield Value Yield Value Yield Value Yield
Agency REMIC CMO Floating Rate $ 163,89¢ 6.4(% $ — — 3 — — $163,89¢ 6.4(%
Private Label Floating Rate 22,28¢ 6.4€% — — — — 22,28¢ 6.4€%
%
Private Label ARMs 16,67: 5.6(% 78,56 5.8(% 183,61: 5.64 278,85( 5.6&%
NYMT Retained Securitie 6,027 7.12% — — 17,90¢ 7.8°%  23,93( 7.6€%
Total $208,87¢ 6.37% $ 78,56¢ 5.8(% $ 201,51¢ 5.84% $ 488,96 6.0€%
Less than More than 6 Months More than 24 Months
6 Months To 24 Months To 60 Months Total
Weighted Weighted Weighted Weighted
Carrying Average Carrying Average Carrying Average Carrying Average
December 31, 2005 Value Yield Value Yield Value Yield Value Yield
Agency REMIC CMO Floating Rate $ 13,53¢ 5.45% $ — $ = — $ 13,53t 5.45%
FHLMC Agency ARMs — — 91,217 3.82% — — 91,217 3.82%
FNMA Agency ARMs — — 297,04¢ 3.91% — — 297,04¢ 3.91%
Private Label ARMs — — 57,60¢ 4.22% 257,07 457% 314,68 4.51%
Total $ 13,53t 5.45% $ 445,87( 3.9%% $ 257,07" 4.57% $ 716,48: 4.1%

Mortgage Lending Related Assets

Mortgage Loans Held for SaleMortgage loans that we have originated but do meetnid to hold for investment and are held
pending sale to investors are classified as “mgedaans held for sale.” We had mortgage loans foeldale of $106.9 million at
December 31, 2006 as compared to $108.3 millideaember 31, 2005. We use warehouse lines of aaditoan aggregation
facilities to finance our mortgage loans held fales Fluctuations in mortgage loans held for salrehouse lines of credit, due
to/from loan purchasers and related accounts grerdient on factors such as loan production, sehisoaad our investos ability tc
purchase loans on a timely basis.

Due from Purchasers. We had amounts due from loan purchasers totali8gdd®illion at December 31, 2006 as compared to
$121.8 million at December 31, 2005. Amounts doenfloan purchasers are a receivable for the prheipd premium due to us for
loans that have been shipped to permanent invastdfer which payment has not yet been receivgzbebd end.

Escrow Deposits - Pending Loan Closingg/e had escrow deposits pending loan closing of 88l&n at December 31, 2006
as compared to $1.4 million at December 31, 2086rdwv deposits pending loan closing are advande foaslings by us to escrow

agents to be used to close loans within the nexttothree business days.

Non-Loan or Investment Assets

Cash and Cash EquivalentsWe had unrestricted cash and cash equivalents.9friillion at December 31, 2006 versus $9.1
million at December 31, 2005.

41




Prepaid and Other AssetsPrepaid and other assets totaled $20.5 millioof &ecember 31, 2006. Prepaid and other assetsstons
primarily of a deferred tax benefit of $18.4 milliand loans held by us which are pending remedtara(such as updating loan
documentation) or which do not currently meet tpedty investor criteria.

Property and Equipment, Net Property and equipment totaled $6.5 million BBecember 31, 2006 and have estimated lives
ranging from three to ten years, and are statedsitless accumulated depreciation and amortizafiepreciation is determined in amounts
sufficient to charge the cost of depreciable agsetperations over their estimated service liv@agithe straight-line method. Leasehold
improvements are amortized over the lesser ofith@1 the lease or service lives of the improvetsearsing the straight-line method.

Balance Sheet Analysis - Financing Arrangements

Financing Arrangements, Mortgage Loans Held for Salfor Investment. We had debt outstanding on our financing facilities
which finance our mortgage loans held for salelaf350 million at December 31, 2006 as compare®@#5® million at December 31, 2005.
As of December 31, 2006, the current weighted @ebmrrowing rate on these financing facilities.i83%. The fluctuations in mortgage
loans held for sale and short-term borrowings ageddent on loans we have originated during thieges well as loans we have sold
outright.

Financing Arrangements, Portfolio InvestmentsWe have arrangements to enter into repurchaseragree with 23 different
financial institutions having a total line capaaitly$5.1 billion. As of December 31, 2006 and DebenB1, 2005, there were $0.8 billion and
$1.2 billion, respectively, of repurchase borrovermtstanding. Our repurchase agreements typicaihg terms of 30 days. As of December
31, 2006, the current weighted average borrowitgyoa these financing facilities is 5.37%.

Collateralized Debt ObligationsThere were no new securitization transactions aueolfor as a financing during 2006. On
December 20, 2005 we issued CDOs secured by ARNslaad restricted cash placed as collateral fdupded loans which will be replaced
by ARM loans within 30 days. For financial repogipurposes, the ARM loans and restricted cashdmbllateral are recorded as assets of
the Company and the CDO is recorded as the Compaeyit. The transaction includes interest rate aadsare held by the trust and recotl
as an asset or liability of the Company. The irderate cap limits the interest rate exposure esdhransactions. As of December 31, 200
have CDO outstanding of $197.4 million with an aggr interest rate of 5.72%.

Subordinated DebenturesAs of December 31, 2006, we have trust preferredritees outstanding of $45.0 million. The secesti
are fully guaranteed by the Company with respedigtyibutions and amounts payable upon liquidatredemption or repayment. These
securities are classified as subordinated debentrthe liability section of the Company’s condalied balance sheet.

$25.0 million of our subordinated debentures hafleating interest rate equal to three-month LIB@IRs 3.75%, resetting quarterly
(9.12% at December 31, 2006). These securitiesrmatuMarch 15, 2035 and may be called at par &Cibimpany any time after March 15,
2010. NYMC entered into an interest rate cap agesio limit the maximum interest rate cost of thest preferred securities to 7.5%. The
term of the interest rate cap agreement is fivesyaad resets quarterly in conjunction with theetgeeriods of the trust preferred securities.

$20 million of our subordinated debentures havieedfinterest rate equal to 8.35% up to and inclgdiuly 30, 2010, at which point
the interest rate is converted to a floating rapea¢ to onemonth LIBOR plus 3.95% until maturity. The sec@stimature on October 30, 2(
and may be called at par by the Company any tires @fctober 30, 2010.

Derivative Assets and LiabilitiesWe generally hedge only the risk related to chaimgyése benchmark interest rate used in the
variable rate index, usually a London Interbanke@dtl Rate, known as LIBOR, or a U.S. Treasury rate.

In order to reduce these risks, we enter into @serate swap agreements whereby we receive ftpeaie payments in exchange for
fixed rate payments, effectively converting therbaing to a fixed rate. We also enter into interasé cap agreements whereby, in exchange
for a fee, we are reimbursed for interest paidxicess of a contractually specified capped rate.

Derivative financial instruments contain credikrte the extent that the institutional counterertmay be unable to meet the terms
of the agreements. We minimize this risk by usingtiple counterparties and limiting our counterpestto major financial institutions with
good credit ratings. In addition, we regularly ntonihe potential risk of loss with any one pargulting from this type of credit risk.
Accordingly, we do not expect any material lossea &esult of default by other parties.

We enter into derivative transactions solely feknnanagement purposes. The decision of whethsosta given transaction (or
portion thereof) is hedged is made on a case-bg-sasis, based on the risks involved and otheoffaets determined by senior management,
including the financial impact on income and assétiation and the restrictions imposed on REIT leglgctivities by the Internal Revenue



Code, among others. In determining whether to hedggk, we may consider whether other assetdlitiab, firm commitments and
anticipated transactions already offset or redbeeisk. All transactions undertaken as a hedgematered into with a view towards
minimizing the potential for economic losses thatld be incurred by us. Generally, all derivatieesered into are intended to qualify as

hedges in accordance with GAAP, unless specifigakycluded under SFAS No. 133 Accounting for Denxealnstruments and Hedging
Activities. To this end, terms of the hedges arécimed closely to the terms of hedged items.
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We have also developed risk management programpracdsses designed to manage market risk assbeidtenormal mortgage
banking and mortgage-backed securities investnaivitées.

In the normal course of our mortgage loan origomatiusiness, we enter into contractual interestloatk commitments, or IRLCs, to
extend credit to finance residential mortgages s€remmitments, which contain fixed expiration dateecome effective when eligible
borrowers lock-in a specified interest rate wittime frames established by our origination, cradid underwriting practices. Interest rate risk
arises if interest rates change between the tintieedock-in of the rate by the borrower and the sdthe loan.

To mitigate the effect of the interest rate riskarent in issuing an IRLC from the lock-in datehe funding date of a loan, we
generally enter into forward sale loan contract$;$LCs. Once a loan has been funded, our risk geanant objective for our mortgage lo:
held for sale is to protect earnings from an unetgrecharge due to a decline in value of such mgedoans. Our strategy is to engage in a
risk management program involving the designatioRRL Cs (the same FSLCs entered into at the tinteeofRLC) to hedge most of our
mortgage loans held for sale.

The following table summarizes the estimated falug of derivative assets and liabilities as of &eber 31, 2006 and December
2005 (dollar amounts in thousands):

December 31, December 31,

2006 2005
Derivative Assets:
Continuing Operations:
Interest rate caps $ 1,048 % 2,16:
Interest rate swaps 621 6,38¢
Total derivative assets, continuing operations 1,66¢ 8,54¢
Discontinued Operation:
Interest rate caps 96€ 1,177
Forward loan sale contracts - loan commitments 48 —
Forward loan sale contracts - mortgage loans luzlddle 39 —
Forward loan sale contracts - TBA securities 84 —
Interest rate lock commitments - loan commitments — 125
Total derivative assets, discontinued operation 1,137 1,30(C
Total derivative assets $ 2,80: $ 9,84¢
Derivative liabilities:
Discontinued Operation:
Forward loan sale contracts - loan commitments $ — 3 (39)
Forward loan sale contracts - mortgage loans loelddle — (18)
Forward loan sale contracts - TBA securities — (329)
Interest rate lock commitments - loan commitments (11¢) —
Interest rate lock commitments - mortgage loand faal sale (99) (14)
Total derivative liabilities, discontinued operatimn $ (21¢) $ (399

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’ equity at December 31, 2006 was $iilléon and included $4.4 million of net unrealizvsses on available for sale
securities and cash flow hedges presented as atateéshwther comprehensive income.

Securitizations

NYMT 2006-1During the twelve month period ended December B062we completed the securitization of approxifyate
$277.4 million of high-credit quality, first-liemdjustable rate mortgage and hybrid adjustablemaiggages. We accounted for this
securitization as a non-recourse sale in accordaitbeSFAS 140, “Accounting for Transfers and Seiwj of Financial Assets and
Extinguishments of Liabilities.”
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The amount of each class of notes, together wéhirtterest rate and credit ratings for each clesset forth below (dollar amounts
in thousands):

Approximate

Class Principal Amount Interest Rate (%) Moody's/Fitch Rating
1-A-1 $ 6,72¢ 5.64¢ Aaa/AAA
2-A-1 148,90¢ 5.67: Aaa/AAA
2-A-2 20,14: 5.67: Aaa/AAA
2-A-3 65,75¢ 5.67: Aaa/AAA
2-A-4 9,27¢ 5.67: Aal/AAA
3-A-1 16,05¢ 5.85¢ Aaa/AAA

B-1 3,74¢ 5.68: Aa2/AA

B-2 2,497 5.68: A2/A

B-3 1,52¢ 5.68: Baa2/BBB

B-4 1,38 5.68: NR/BB

B-5 694 5.68: NR/B

$
B-6 69:< 5.68: NR

NR-such rating agency has not been asked to rese ttertificates.

During 2005, we completed three CDO transactionshith we securitized $896.9 million of our resitehmortgage loans into a
series of multi-class adjustable rate securitieshé first two CDOs, we elected to retain 100%hefresultant securities and finance them
through repurchase agreements. The creation ofyjagetbacked securities of our mortgage loans snntt@inner provides an asset with better
liquidity and longer-term financing at better raéssopposed to financing whole loans through warséidines. Beginning with our third CDO
of self-originated mortgage loans in December 28235 million of ARM loans were permanently finaddérough the issuance of securities
to third parties. Because we did not retain athef resultant securities as in prior CDOs, thisiggzation eliminated the risk of short-term
financing (eliminating the asset to liability duoat gap) and the mark-to-market pricing risk inimtri@ financing through repurchase
agreements or warehouse lines of credit; as atrektilis permanent financing we are not subjechtrgin calls.

We did not account for these securitizations asssécause the transactions are secured borrownags SFAS 140, “Accounting
for Transfers and Servicing of Financial Assets Brtinguishments of Liabilities.” A summary of ttieree CDOs completed in 2005 follows.

New York Mortgage Trust 2005-1. February 25, 2088curitization of approximately $419.0 millionkigh-credit quality, first-
lien, adjustable rate mortgage and hybrid adjusteditie mortgages. The amount of each class of rtotgsther with the interest rate and cn
ratings for each class as rated by S&P, are sttt falow (dollar amounts in thousands):

Approximate

Class Principal Amount Interest Rate S&P Rating
A $ 391,76 LIBOR + 27bps AAA

M-1 $ 18,854 LIBOR + 50bps AA

M-2 $ 6,07t LIBOR + 85bps A

At the time of securitization, the weighted aver&gan-to-value of the mortgage loans in the truass approximately 68.8% and the
weighted average FICO score was approximately TB8.weighted average current loan rate of the pboiortgage loans is approximately
5.36% and the weighted average maximum loan réier (@eriodic rate resets) is 10.62%, and weiglategtage months to roll of 17months
with 64% rolling in 6 months.

New York Mortgage Trust 2005-2. July 29, 2005 -s#ization of approximately $242.9 million of higdredit quality, first-lien,
adjustable rate mortgage and hybrid adjustablemattgages. The amount of each class of notesthtegeith the interest rate and credit
ratings for each class as rated by S&P, are sttt falow (dollar amounts in thousands):

Approximate
Class Principal Amount Interest Rate S&P Rating

A $ 217,12¢ LIBOR + 33bps AAA




M-1 $ 16,02¢ LIBOR + 60 bps AA
LIBOR + 100
M-2 $ 6,31¢ bps A

At the time of securitization, the weighted averégan-to-value of the mortgage loans in the truss @pproximately 69.8% and the weighted

average FICO score was approximately 736. The wailgliverage current loan rate of the pool of mgegaans is approximately 5.46% and
the weighted average maximum loan rate (after gariate resets) is 11.22%.
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New York Mortgage Trust 2005-3. December 20, 2068&curitization of approximately $235.0 millionkugh-credit quality, first-
lien, adjustable rate mortgage and hybrid adjusteditie mortgages. The amount of each class of rtotgsther with the interest rate and cn
ratings for each class as rated by S&P and Moodyé&sset forth below (dollar amounts in thousands):

Approximate S&P/Moody’s
Class Principal Amount Interest Rate Rating
A-1 $ 70,00( LIBOR + 24bps AAA | Aaa
A-2 $ 98,26 LIBOR + 23bps AAA | Aaa
A-3 $ 10,92( LIBOR + 32bps AAA | Aaa
M-1 $ 25,38( LIBOR + 45bps AA+ [ Aa2
M-2 $ 24,08¢ LIBOR + 68 bps AA A2

At the time of securitization, the weighted averdgan-to-value of the mortgage loans in the Truss &pproximately 69.5% and the
weighted average FICO score was approximately TB2.weighted average current loan rate of the pbolortgage loans is approximately
5.79% and the weighted average maximum loan rter (@eriodic rate resets) is 11.58%.

Prepayment Experience

The cumulative prepayment rate (“CPR”) on our magtgloan portfolio averaged approximately 19% du#606 as compared to
27% during 2005. CPRs on our purchased portfolimedstment securities averaged approximately 16fevthe CPRs on loans held for
investment or held in our securitization trustsraged approximately 22% during 2006. When prepaymgpectations over the remaining
life of assets increase, we have to amortize pnermiover a shorter time period resulting in a redugeld to maturity on our investment
assets. Conversely, if prepayment expectationsedser the premium would be amortized over a lopgeod resulting in a higher yield to
maturity. We monitor our prepayment experience omoathly basis and adjust the amortization of airpremiums accordingly.

Results of Operations

Our results of operations for our mortgage portfotianagement segment during a given period typiceflect the net interest
spread earned on our investment portfolio of regidemortgage loans and mortgage-backed securiftes net interest spread is impacted by
factors such as our cost of financing, the interatst our investments are earning and our intéedging strategies. Furthermore, the cost of
originating loans held in our portfolio, the amowfippremium or discount paid on purchased portfoli@stments and the prepayment rate
portfolio investments will impact the net intergptread as such factors will be amortized over ¥ipeeed term of such investments.

Our results of operations for our mortgage lendiagment during a given period typically reflect thil volume of loans originated
and closed by us during that period. The volumelaged loan originations generated by us in anipdes impacted by a variety of factors.
These factors include:

» The demand for new mortgage loans. Reduced demanchdrtgage loans causes closed loan originatidanve to decline
Demand for new mortgage loans is directly impadtgaturrent interest rate trends and other econ@anglitions. Rising intere
rates tend to reduce demand for new mortgage Igaarsicularly loan refinancings, and falling intsteaates tend to increz
demand for new mortgage loans, particularly lodima&cings.

« Loan refinancing and home purchase trends. As sésml above, the volume of loan refinancings tendmdrease followin
declines in interest rates and to decrease wheresttrates rise. The volume of home purchasdsadsadfected by interest rat
although to a lesser extent than refinancing voluH@me purchase trends are also affected by ottmrognic changes such
inflation, improvements in the stock market, unemyphent rates and other similar factors.
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» Seasonality. Historically, according to the MBAatooriginations during late November, Decemberydanand February of eg
year are typically lower than during other monthsthie year due, in part, to inclement weather, felugsiness days (due
holidays and the short month of February), andfdleethat home buyers tend to purchase homes dthingvarmer months of t
year. As a result, loan volumes tend to be loweh@first and fourth quarters of a year than emd¢hcond and third quarte

» Occasional spikes in volume resulting from isola¢egnts. Mortgage lenders may experience spikésaim origination volum
from time to time due to norecurring events or transactions, such as a la@gsralosing of a condominium project for whic
bulk end-loan commitment was negotiated.

In its February 12, 2007 Mortgage Finance ForethstMBA estimated that closed loan originationshie industry declined to $3.
trillion in 2005 and $2.51 trillion in 2006. Althgh not forecast, a decline in the overall volumelosed loan originations may have a
negative effect on our loan origination volume aetlincome.

The volume and cost of our loan production is caitto our financial results. The loans we prodgeeerate gains as they are sold to
third parties. Loans we retain for securitizatiemve as collateral for our mortgage securities.d&@ot recognize gain on sale income on
loans originated by us and retained in our investrpertfolio as they are recorded at cost and ggtierate revenues through their maturity
and ultimate repayment. As the cost basis of aneddoan is typically lower than loans purchaseaf third parties or already placed in a
securitization, we would expect an incrementald/iatrease on these loans relative to their pusshasunterparts.

The cost of our production is also critical to éimancial results as it is a significant factoitlie gains we recognize. In addition, the
type of loan production is an important factor@eagnizing gain on sale premiums. Beginning neaetid of the first quarter of 2004, our
volume of FHA loans increased. Generally, FHA lohasge lower average balances and FICO scores vahicteflected in the statistics
above. All FHA loans are currently and will be hretfuture sold or brokered to third parties. Thofeing table summarizes our loan
production for each quarter of 2006, 2005 and 2004.

Aggregate Weighted

Principal Percentage Average Average Weighted Average
Number of Balance Of Total Interest Principal
Loans ($ in millions) Principal Rate Balance LTV FICO

2006:

Fourth Quarter

ARM 647 $ 218.2 37.2% 7.1(% $ 337,27( 73.F 69¢
Fixed-rate 1,60¢ 353.7 60.4% 7.14% 219,83! 75.€ 712
Subtotal-non-FHA 2,25¢ 571.¢ 97.7% 7.1% 253,51« 74.¢ 707
FHA - ARM — — — — — — —
FHA - fixed-rate 83 13.7 2.3% 6.42% 164,72: 94.¢ 65C
Subtotal - FHA 83 13.7 2.2% 6.42% 164,72: 94.¢ 65C
Total ARM 647 218.2 37.2% 7.1% 337,27( 73.F 69¢
Total fixed-rate 1,69: 367.2 62.7% 7.11% 217,13: 76.5 70¢
Total Originations 2,33¢ $ 585.¢ 100.(% 7.11% $ 250,36:¢ 75.4 70€
Purchase mortgages 1,35C $ 306.( 52.2% 722% $ 226,63: 80.2 72C
Refinancings 90¢€ 265.€ 45.4% 7.02% 293,57( 68.¢ 69¢
Subtotal-non-FHA 2,25¢ 571.¢ 97.7% 7.1% 253,51« 74.¢ 707
FHA - purchase 71 11.2 1.2% 6.35% 159,55( 96.¢ 661
FHA - refinancings 12 2.4 0.4% 6.74% 195,33¢ 83.4 597
Subtotal - FHA 83 13.7 2.2% 6.42% 164,72: 94.¢ 65C
Total purchase 1,421 317.2 54.2% 7.1% 223,28: 80.¢€ 717
Total refinancings 91¢ 268.% 45.5% 7.02% 292,28t 69.C 692
Total Originations 2,33¢ $ 585.¢€ 100.(% 7.11% $ 250,36« 75.4 70€
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Third Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM

FHA - fixed-rate
Subtotal - FHA
Total ARM

Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

Second Quarter
ARM

Fixed-rate
Subtotal-non-FHA
FHA - ARM

FHA - fixed-rate
Subtotal - FHA
Total ARM

Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

741.¢

47

794 $ 237 39.%
1,70¢ 351.1 58.2%
2,507 588.7 97.6%

3 1.2 0.2%
82 12.¢ 2.2%
85 14.1 2.4%

797 238. 39.6%
1,791 364.( 60.4%
2,586 $  602.¢ 100.(%
1592 $ 352 58.

90¢ 236.1 39.1
2,502 588.7 97.6%

70 11.¢ 2.
15 2.2 0.4
85 14.1 2.4
1,66¢ 364.F 60.

924 238.: 39.F
2,586 $  602.¢ 100.(%
1,021$ 352 47.5%
1,681 358.¢ 48.0%
2,70¢ 7112 95.6%

7 1.7 0.2%

17C 28.¢ 3.8%

177 30.¢€ 4.1%
1,02¢ 354.1 47.7%
1,857 387.7 52.%%
2,88E$ 741 100.(%
1,79: $ 434 58.6%

91€ 276.F 37.9%
2,70¢ 7112 95.6%

10¢ 19.2 2.6%

69 11.¢ 1.5%

177 30.¢€ 4.1%
1,90( 453.¢ 61.2%

08t 287.¢ 38.£%
2,88t $

100.(%

7.21% $ 299,20
7.48% 205,43:

7.3% 235,18(
6.0€% 423,70:
6.61% 157,09¢

6.5€% 166,50¢

7.21% 299,67¢
7.45%% 203,22(

7.380% $ 232,92

74% $ 221,21!
7.28% 259,67(

7.3%% 235,18(

6.5(% 170,45
6.84% 148,08
6.5€% 166,50¢

7.48% 219,07¢
7.21% 257,85!

7.380% $ 232,92

6.85% $ 345,11¢
7.21% 212,71

7.02% 262,63:
5.6(% 242,25(
6.32% 169,95(

6.28% 172,80¢
6.82% 344,41!
7.1%% 208,79

6.9% $ 257,12

7.1(% $ 242,59:
6.8% 301,83t

7.02% 262,63:

6.25% 178,16«
6.38% 164,42¢
6.28% 172,80¢

7.07% 238,92¢
6.87% 292,21(

6.9% $ 257,12

72.¢
75.€

74.2
96.1
96.1
95.7
72.¢
76.4
75.C

79.C
67.€

74.2
96.5
91.4
95.7
79.8
68.C

75.C

72.2
75.1
73.7
95.¢
93.c

93.4
72.3
76.5

74.2

78.7
65.¢
73.7
96.€
88.C

93.4
79.4
66.7
74.2

704
711

70€
681
652
654
704
70¢

707

711
718
712
60¢€
662
65¢
711
70¢

71C

72C
69¢
712
66¢
642
65¢
71€
69¢€

71C




First Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM
FHA - fixed-rate

Subtotal - FHA
Total ARM
Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

2005:
Fourth Quarter
ARM

Fixed-rate
Subtotal-non-FHA

FHA - ARM

FHA - fixed-rate
Subtotal - FHA

Total ARM

Total fixed-rate
Total Originations

Purchase mortgages
Refinancings
Subtotal-non-FHA
FHA - purchase

FHA - refinancings
Subtotal - FHA

Total purchase

Total refinancings

924 $ 290.¢ 47.2% 6.71% $ 314,55! 71.€ 70E
1,44z 299 48.€% 7.06% 207,51¢ 73.S 712
2,36¢€ 589.¢ 96.1% 6.8% 249,32( 72.5 70¢

2 0.t 0.1% 5.51% 228,25! 93.C 64¢€

142 23.F 3.6% 6.13% 165,16: 92.7 65C

144 24.C 3.8% 6.12% 166,03 92.7 65C

92¢€ 291.1 47.8% 6.71% 314,36 71.7 70E
1,584 322.7 52.6% 6.9% 203,72: 74.7 70¢€
251( $ 613.¢ 100.(% 6.8€% $ 244,54. 73.2 70€
1,43C $ 335 54.%% 6.94% $ 234,60( 77.2 722

93¢ 254.% 41.4% 6.81% 271,80¢ 66.2 692
2,36¢ 589.¢ 96.1% 6.8% 249,32( 72.5 70¢

70 12.7 2.1% 6.07% 181,32! 96.4 65%
74 11.2 1.8% 6.17% 151,57¢ 88.¢€ 64t

144 24.C 3.8% 6.12% 166,03 92.7 65C
1,50C 348.2 56.7% 6.91% 232,14. 77.€ 71¢
1,01¢ 265.¢ 43.7% 6.78% 263,00( 67.1 69C
251( $ 613.¢ 100.(% 6.8€% $ 244,54. 73.2 70€

Aggregate Weighted Weighted

Principal Percentage Average Average Average

Number of Balance Of Total Interest Principal
Loans ($ in millions) Principal Rate Balance LTV FICO

1,321 $ 452.F 55.(% 6.32% $ 342,55 71.€ 70C
1,617 343.i 41.8% 6.7% 212,52 72.2 712
2,93¢ 796.2 96.8% 6.52% 270,98 72.1 70&
1 0.2 0.C% 5.8(% 157,54! 84.¢ 65&

194 26.5 3.2% 6.0€% 136,82( 93.t 63¢

19t 26.7 3.2% 6.06% 136,92 93.4 63¢
1,322 4527 55.(% 6.3%% 342,41 72.C 70C
1,811 370.2 45.(% 6.74% 204,41. 73.7 707
3,13 $ 822.¢ 100.(% 6.52% $ 262,64: 72.7 702
1,94¢ $ 426.€ 51.% 6.7%% $ 218,99! 78.5 71€

98¢ 369.4 44.%% 6.2% 373,44 64.5 692
2.93¢ 7062 96.€% 6.5%% 270,98° 72.1 705

38 6.1 0.7% 6.4(% 161,27¢ 97.4 64¢

157 20.€ 2.5% 5.95% 131,03¢ 92.1 63€

19t 26.7 3.2% 6.06% 136,92 93.4 63¢

1,987 433.C 52.€% 6.72% 217,89: 78.€ 71t
1,14¢ 389.¢ 47.4L% 6.28% 340,23 66.C 68¢



Total Originations 3,13: $ 822.¢ 100.(% 6.52% $ 262,64: 72.7 702
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Third Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM
FHA - fixed-rate

Subtotal - FHA
Total ARM
Total fixed-rate

Total Originations

Purchase mortgages
Refinancings
Subtotal-non-FHA
FHA - purchase
FHA - refinancings
Subtotal - FHA

Total purchase

Total refinancings

Total Originations

Second Quarter
ARM

Fixed-rate
Subtotal-non-FHA
FHA - ARM

FHA - fixed-rate
Subtotal - FHA
Total ARM

Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

49

1,727 $ 513.c 51.2%
1,94¢ 392.2 39.1%
3,67 905.£ 90.2%
4 0.8 0.1%
70C 95.¢ 9.6%
704 96.7 9.7%
1,731 514.] 51.2%
2,64¢ 488.1 48.7%
4,371 $ 1,002. 100.(%
2,56¢ $ 558.1 55.7%
1,10¢ 347.¢ 34.6%
3,67 905.t 90.2%
71 115 1.2%
632 85.C 8.5%
704 96.7 9.7%
2,63¢ 569.¢ 56.£%
1,73¢ 432.4 43.1%
4,371 $ 1,002. 100.(%
1,83¢ $ 537.¢ 57.2%
1,77 337.1 35.%
3,61¢ 875.(C 93.1%
30 4.8 0.5%
44¢ 59.¢ 6.4%
47¢ 64.7 6.S%
1,86¢ 542.7 57.8%
2,22¢ 397.( 42.2%
4,09t $ 939.% 100.(%
2,652 $ 587.¢ 62.€%
964 287.2 30.5%
3,61¢ 875.( 93.1%
85 13.€ 1.5%
394 50.¢ 5.4%
47¢ 64.7 6.5%
2,731 601.7 64.(%
1,35¢ 338.( 36.(%
4,09t $ 939.i 100.(%

6.1(%
6.45%

6.25%
5.8(%
5.72%

5.72%
6.1(%
6.25%
6.1<%

6.3%
6.01%

6.25%
6.05%
5.67%
5.72%
6.3%
5.94%

6.1<%

5.9(%
6.471%
6.12%
5.34%
5.97%
5.92%
5.8¢%
6.3<%
6.1(%

6.21%
5.94%
6.12%
5.9¢%
5.91%
5.92%
6.2(%
5.92%

6.1(%

297,21
201,53
246,52:
217,20:
136,95¢

137,41(
297,02¢
184,45:

228,97:

217,31«
314,40:

246,52:
165,04!
134,31(

137,41(
215,90t
248,81:

228,97:

292,48
189,73:

241,98¢
159,08t
133,40¢

135,01¢
290,34:
178,37:

229,47"

221,65
297,91t
241,98¢

163,69:
128,82¢

135,01¢
219,85
248,86(

228,97:

73.€
73.2

73.5
94.7
92.¢
93.C
73.€
77.1

75.4

78.1
66.2

73.5
96.2
92.5

93.C
78.5
71.4

75.4

727
72.7
727
93.7
92.€
92.7
72.€
75.7
74.C

76.4
65.1
727
96.2
91.7
92.7
76.€
69.1

74.C

70%
717
71C
642
633

632
70%
70C

70z

71¢
69¢€

71C
65¢
63C

632
71€
68¢

70z

70¢
71€
712
611
624
623
70€
704

70¢€

72C
69<

712
644
617
628
71¢
684
70€




First Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM
FHA - fixed-rate

Subtotal - FHA
Total ARM
Total fixed-rate

Total Originations

Purchase mortgages
Refinancings
Subtotal-non-FHA
FHA - purchase
FHA - refinancings
Subtotal - FHA

Total purchase

Total refinancings

Total Originations

2004

Fourth Quarter
ARM

Fixed-rate
Subtotal-non-FHA
FHA - ARM

FHA - fixed-rate
Subtotal - FHA
Total ARM

Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

1,31 $ 5. 52.8%
1,27¢ 247.¢ 36.€%
2,581 603.1 89.7%
58 9.5 1.4%
462 59.¢ 8.9%
521 69.4 10.2%
1,372 364.¢ 54.2%
1,73¢€ 307.% 45.8%
3,10¢ $ 672.5 100.(%
1,717 $ 365.¢ 54.£%
87C 237.z 35.2%
2,581 603.1 89.7%
95 15.1 2.2%
42€ 54.: 8.1%
521 69.4 10.2%
1,812 381.( 56.€%
1,29¢ 291.t 43.4%
3,10¢ $ 672.5 100.(%
1,09¢ $ 330.1 52.2%
95¢€ 206.¢ 32.71%
2,05( 536.¢ 84.%
15C 19.5 3.1%
59¢ 76.2 12.(%
74¢ 95.7 15.1%
1,24¢ 349.¢ 55.5%
1,55¢ 283.( 44. 1%
2,79¢ $ 632.€ 100.(%
1,42¢ $ 353.2 55.%
624 183.€ 29.(%
2,05( 536.¢ 84.%
82 13.5 2.1%
667 82.4 13.(%
74¢ 95.7 15.1%
1,50¢ 366.¢ 57.%
1,291 266.( 42.1%
2,79¢ $ 632.€ 100.(%
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5.61%
6.31%

5.9(%
5.1(%
5.85%

5.7%%
5.6(%
6.22%

5.88%

6.05%
5.65%
5.9(%
5.6€%
5.7¢%

5.7%%
6.02%
5.71%

5.88%

5.25%
6.32%

5.65%
5.2(%
6.04%
5.87%
5.25%
6.24%

5.6&8%

5.65%
5.65%

5.65%
5.9%
5.8€%
5.87%
5.6€%
5.71%

5.6&%

270,60:
194,54:

233,14!
160,09:
129,75t

133,19:
265,85!
177,29¢

216,39(

213,08:
272,74

233,14¢
158,69¢
127,50:

133,19:
210,23(
225,00:

216,39(

301,76
216,26t

261,89:
130,21!
127,28:

127,86¢
281,08(
181,98t

226,02¢

247,72.
294,27t
261,89:
162,49
123,61:
127,86¢

243,08t
206,10:

226,02¢

72.7
71.4
72.2
93.¢
92.2

92.4
73.2
75.8

74.C

76.2
66.C

72.2
97.2
91.C

92.4
77.C
70.7
74.C

71.1
72.1

71.8
92.7
92.C
92.1
72.5
77.c

74.€

75.1
64.4

71.8
96.4
91.4

92.1
75.€
72.¢

74.€

70¢
71¢
712
64¢
63E
637
70€
708

70%

722
69¢€

712
672
627
637
721
68<

70%

724
694
714
647
61¢
628
721
671

70C




Third Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM
FHA - fixed-rate

Subtotal - FHA
Total ARM
Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

Second Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM

FHA - fixed-rate
Subtotal - FHA
Total ARM

Total fixed-rate

Total Originations

Purchase mortgages
Refinancings

Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

69z $ 208.¢ 50.2%
63¢ 1457 35.1%
1,331 354.¢ 85.4%
52 6.8 1.6%
42¢ 54.C 13.%
481 60.¢ 14.€%
744 215.% 51.%
1,06¢ 199.7 48.1%
181z $ 4154 100.%
1,01¢ $ 265.¢ 64.(%
312 88.7 21.&%
1,331 354.¢ 85.4%
54 8.7 2.1%
427 52.1 12.5%
481 60.€ 14.€%
1,07: 274.€ 66.1%
73¢ 140.¢ 33.£%
1,81z $ 415.4 100.(%
781 $ 253./ 49.5%
797 167.2 32.5%
1,57¢ 420.¢ 81.8%
29 4.1 0.8%
764 89.8 17.4%
798 93.4 18.2%
81C 257.% 50.1%
1,561 256.5 49.¢%
2,371 $ 514.( 100.(%
1,021 $ 262.7 51.1%
557 157.¢ 30.7%
1,57¢ 420.¢ 81.8%
71 10.€ 2.1%
722 82.¢ 16.1%
798 93.4 18.2%
1,097 273.< 53.2%
1,27¢ 240.% 46.£%
2,371 $ 514.( 100.(%
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5.0€%
6.7(%

5.7%%
5.2%
6.35%

6.21%
5.07%
6.6(%
5.8(%

5.7¢%
5.5¢%
5.7%%
6.3€%
6.18%

6.21%
5.8(%
5.81%

5.8(%

4.91%
6.31%
5.47%
4.31%
5.87%
5.81%
4.9(%
6.1€%

5.52%

5.4€%
5.48%
5.47%
6.25%
5.7%%

5.81%
5.4<%
5.57%
5.52%

301,87¢
228,01:

266,41t
130,76
125,87-

126,40:
289,91¢
186,98

229,24¢

260,94:
284,29!

266,41t
161,11:
122,01«

126,40:
255,91¢
190,52¢

229,24¢

324,45t
209,78°
266,54(
141,37¢
116,88!
117,78:

317,90:
164,31¢

216,78t

257,29
283,48:
266,54(
149,29¢
114,68:

117,78:
250,27¢
188,19

216,78t

70.7
71.C
70.€
92.2
92.2

92.2
71.4
76.7
73.€

73.4
63.1

70.€
95.C
91.¢

92.2
74.1
73.7
73.€

69.€
70.€

70.1
93.8
91.c

92.C
70.1
78.C

74.1

74.¢
62.2

70.1
96.1
91.4

92.C
75.€
72.5

74.1

72t
691

71€
637
60%
61C
722
66C

701

722
72C

721
658
655
654
721
697
70¢

72€
711
721
638
657
654
724
698

70¢




First Quarter
ARM
Fixed-rate

Subtotal-non-FHA
FHA - ARM
FHA - fixed-rate

Subtotal - FHA
Total ARM
Total fixed-rate

Total Originations

Purchase mortgages
Refinancings
Subtotal-non-FHA
FHA - purchase
FHA - refinancings

Subtotal - FHA
Total purchase
Total refinancings

Total Originations

45¢ $ 121.¢ 43.(%
57€ 151.¢ 53.5%
1,03¢ 273.€ 96.5%
35 9.8 3.5%
35 9.8 3.5%
45¢ 121.¢ 43.(%
613 161.€ 57.(%
1,071 $ 283./ 100.(%
62% $ 164.2 57.%
41¢ 109.¢ 38.6%
1,03¢ 273.¢ 96.5%
27 7.8 2.8%

8 2.C 0.7%

35 9.8 3.5%
65C 172.( 60.7%
421 111.4 39.5%
100.(%

1,071 $ 283.¢
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5.55%
5.45%

5.48%

4.4&%

4.4&%
5.58%
5.38%

5.45%

5.42%
5.5&%

5.48%

4.7%
3.55%

4.48%
5.3%
5.54%

5.45%

$

$

265,98:
262,54

264,06t

281,44!

281,44!
265,98:
263,62t

264,63!

263,58t
264,78¢

264,06t

289,22:
255,20(

281,44!
264,65!
264,60’

264,63:

83.¢
60.1

70.7

68.C

68.C
83.¢
60.€

70.€

74.1
65.5

70.7
73.2
48.c

68.C
74.1
65.2

70.€

83¢
611
718

44%

44%
83¢
601
708

711
715

718

462
38C

44
70C
70€

702




Any change in loan origination volume and otherrafienal and financial performance results was pritw dependent on the
number of offices and our level of staffing the$iices. Our personnel costs are largely variabléat loan origination personnel are paid
commissions on loan production volume and the edlaperations personnel are somewhat variablernmstef have flexibility to scale
operations based on volume levels. Our staffinglkealso have a high correlation to levels of espeior marketing and promotion, office
supplies, data processing, and travel and enter&ihexpenses. Likewise, the number of officestaadches which we operate has a high
correlation to occupancy and equipment expense.

Other Operational Information

As of December 31,

2006 2005 % Change 2004 % Change
Loan officers 327 32¢ (0.6)% 344 (4.9%
Other employees 28¢ 477 (38.9% 43¢ 8.C%
Total employees 61€ 802 (23.2% 782 2.€%
Number of sales locatior 47 54 (23.0% 66 (18.29%




Results of Operations - Comparison of Years Ended é€ember 31, 2006, 2005 and 2004

Net Income- Overview
Comparative Net Income

(dollar amounts in thousands) For the Year Ended December 31,

2006 2005 % Change 2004 % Change
Net (loss)/incom $ (15,03) % (5,340) (181.9% $ 4,947 (207.9%
EPS (Basic) $ 0.89% (0.30 (176.7% $ 0.2¢ (207.)%
EPS (Diluted) $ (0.89$ (0.30) (176.7% $ 0.27 (211.9%

For the year ended December 31, 2006, we repoeeidss of $15.0 million, as compared to net Idss503 million for the year
ended December 31, 2005. The increase in netdagtributable to a reduction in gain on sale inedrom the mortgage lending segment as
well as a reduction in net interest income fromithestment portfolio. In addition the mortgagedery segment incurred a $7.4 million
charge related to loan loss reserves.

For the year ended December 31, 2005, we repoedeldss of $5.3 million, as compared to net incarh$4.9 million for the year
ended December 31, 2004. The change in netdaatributed to an increase in gain on sale incantenet interest income from our
investment portfolio. These gains were offset gy alRecution of our core business strategy to regliected originated loans in our portfolio
(thus forgoing the gain on sale premiums we woualdehotherwise received when such loans are sdhldrtbparties), an impairment charge
$7.4 million in the fourth quarter related to $3Billion of available for sale securities that m@w anticipate selling in 2006 in order to
rebalance our portfolio with higher yielding assetse-time severance charges of $3.0 million, acteiased expenses incurred for and
subsequent to the acquisition of multiple retaéii@rigination locations during 2004.

Comparative Net Interest Income

(dollar amounts in thousands) For the Year Ended December 31,

2006 2005 % Change 2004 % Change
Interest income $ 64,88. $ 62,72¢ 34% $ 20,39¢ 207.6%
Interest expense 60,09 49,85 20.6% 12,47( 299.8%
Net interest incom $ 4,78¢ $ 12,87: (62.8% $ 7,924 62.5%

Net interest income was $4.8 million, $12.9 milliand $7.9 million for the years ended Decembe2806, 2005 and 2004. Net
interest income decreased by $8.1 million in 2040&1f2005. The change was primarily due to an irsréaterest expense without the
corresponding increase in interest income on th#glio assets. In addition, the amount investethminvestment securities portfolio and
mortgage loans held in securitization trust de@edds approximately $416.0 million as compared éz@&@nber 31, 2005.

Net interest income increased by $5.0 million fr2@®4 to 2005 and was primarily due to an increag®itfolio assets as the

Company continued to implement its investment sgnafollowing the IPO in 2004. In addition, the Coamy raised $45 million in
subordinated debt during 2005 that allowed the Gomwio increase the portfolio.
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Revenue

Net Interest Incomé& he following table summarizes the changes in metrést income for 2006, 2005 and 2004:

Yields Earned on Mortgage Loans and Securities anRates on Financial Arrangements

(dollar amounts in thousands) 2006 2005 2004
Average Yield/ Average Yield/ Average Yield/
Balance Amount Rate Balance Amount Rate Balance Amount Rate
($ Millions) ($ Millions) ($ Millions)

Interest Income:
Investment securities and loans held in the

securitization trusts $ 1,266« $ 66,97: 529 $ 1,347 $ 60,98¢ 45% $  1,006.¢ $ 21,33¢ 4.20%
Loans held for investment — — —% 145.7 7,77¢ 5.32% 32.¢ 728 4.0¢%
Amortization of net premium 58 $ (2,090 (0.10%$ 147 $ (6,04) (0.40%$ 115 $ (1,66  (0.40%
Interest income $ 1272 $ 64,88] 519% $  1507.¢ $ 62,72¢ 418%0 10510 $ 20,39 3.8¢%

Interest Expense:
Investment securities and loans held in the

securitization trusts $ 1,201.: $ 56,55% 460% $ 1,283.2 $ 42,00 32% $ 930.1 $ 11,98: 2.57%
Loans held for investment — — — 142.7 5,847 4.0% 32.7 48¢ 2.72%
Subordinated debentures 45.C 3,54¢ 7.77% 26.€ 2,00¢ 7.5% — — —
Interest expense $ 1,246.. $ 60,097 4.7¢% $ 1,452.¢ $ 49,852 3.3% 3 962.¢ $ 12,47( 2.58%
Net interest incom $ 26.1 $ 4,78/ 0.31% $ 55.z $ 12,87¢ 0.71% $ 88.4 $ 7,92« 1.31%

For our portfolio investments of investment sedesit mortgage loans held for investments and lbaftin securitization trusts, our
net interest spread for each quarter since we begaportfolio investment activities follows:

Weighted
Average Yield or
Average Interest Weighted Interest
Earning Assets Average Earning Cost of Net Interest
As of the Quarter Ended ($ millions) Coupon Assets Funds Spread
December 31, 2006 $ 1,111 5.5% 5.35%% 5.2¢% 0.0%
September 30, 2006 $ 1,287.¢ 5.5(% 5.2&% 5.12% 0.16%
June 30, 2006 $ 1,217.¢ 5.2% 5.0€% 4.3(% 0.7¢%
March 31, 2006 $ 1,478.¢ 4.85% 4.7%% 4.04% 0.71%
December 31, 2005 $ 1,499.( 4.88% 4.4% 3.81% 0.62%
September 30, 2005 $ 1,494.( 4.6%% 4.08% 3.38% 0.7(%
June 30, 2005 $ 1,590.( 4.5(% 4.0€% 3.0€% 1.0(%
March 31, 2005 $ 1,447.¢ 4.3% 4.01% 2.8% 1.1%%
December 31, 2004 $ 1,325.% 4.2% 3.8&% 2.58% 1.26%
September 30, 2004 $ 776.5 4.08% 3.86% 2.45% 1.41%
Comparative Expenses
(dollar amounts in thousands) For the Year Ended December 31,
2006 2005 % Change 2004
$

Salaries, commissions and benefits 714 3 1,93¢ (63.0)% s 382 406.2%
Professional fees 59¢ 852 (30.0 14¢ 472.5%

Depreciation and amortization 27€ 171 61.£ 1 17,00%



Other $ 82 3 1,011 (91.9% s 45 2146.¢%

The 63.1% decrease in salaries from December 3B ®@s primarily due to the severance paid to @&tetve who left the
Company during 2005. Professional fees decreas&2®y thousand or 30% due to a decrease in gdegeladvisory fees as well as and a
reduction in legal fees related to public filings2005. Depreciation and amortization increasepvasarily due to an upgrade of computer
equipment during the year. Other Expense decrdad®2% is due mainly to the reserve charge incufoedhe sublease of the previous
corporate headquarters. (See note 13)
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It should be noted that certain expenses are shgréte Company and are included as a discontippedation for this presentation.

Income (loss) from discontinued operation

(dollar amounts in thousands) For the Year Ended December 31,
2006 2005 % Change 2004
Loss from discontinued operation-net of tax $ (17,197 $ (8,662 (985% $ (1,952 343.71%

In connection with the sale of the Company's whalesnortgage origination platform assets on Felpr@ar 2007 and the sale of its
retail mortgage lending platform assets on March2BD7, we are required to classify our Mortgagedieg segment as a discontinued
operation in accordance with Statement of Finanstaiounting Standards No. 144 (see note 12 in titesto our consolidated financial
statements).

The increase in loss from the discontinued opeanaifdb8.5 in the year ended December 31, 2006 flenprevious year is mainly
attributable to the $8.2 loan loss charge we ireiduring the second half of the 2006. In addittbe,mortgage lending segment experienced
decreased origination volume, increased pricingqanes and changes in product mix which reducerchthygofitability.

The following is selected financial data detailttisaincluded in income (loss) from the discontidwgperation for the years ending
December 31, 2006, 2005 and 2004:

(dollar amounts in thousands) For the Year Ended December 31,
2006 2005 % Change 2004 % Change
Net interest incom $ 3,52 $ 4,49¢ 21.7% $ 3,36 33.8%

Net interest incomeFor the year ending December 31, 2006 net intéresme decreased by 21.7% as compared to théopsev
year. This is mainly due to two factors: the firgts an increase in the cost of funds during ttet $ix months of the year withou
corresponding increase in average loan couponecuhd, the overall average amount of loans helddte outstanding during the year was
lower due to the decrease in origination volume.

Gain on Sales of Mortgage Loari$e following table summarizes the gain on salenoftgage loans for 2006, 2005 and 2004:

Gain on Sales of Mortgage Loans

(dollar amounts in thousands) For the Year Ended December 31,
2006 2005 % Change 2004 % Change

Total banked loan volume $ 1,841,01 $ 2,875,28: (36.09% $ 1,435,34( 100.2%
Total banked loan volume - units 8,01¢ 12,65¢ (36.6% 6,88z 83.9%
Banked originations retained in portfolio $ 69,73¢ % 555,18¢ B874% $ 95,071 483.9%
Banked originations retained in portfolio - unit: 134 1,24¢ (89.3% 187 567.9%
Net banked loan volun $ 1,771,27. $ 2,320,09 (23.7% $ 1,340,26. 73.1%
Net banked loan volun- units 7,88¢ 11,40¢ (30.9% 6,69t 70.45%
Gain on sales of mortgage loans $ 17,987 $ 26,78 32.)% $ 20,83t 28.6%
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The 32.8% decreased in 2006 banked loan volumesiwato an overall industry decline as well aseéased competition for our
senior loan officers which lead to several depagulhe increase in banked loan volumes duringehes ended 2005 and 2004 is due to
increased loan origination personnel and brandhesffas compared to each prior year. The year e2@@slincludes full year utilization of
increased personnel and branches while the ingdasgear ended 2004 primarily occurred in theelahalf of the year.

The 36% decrease in gain on sales of mortgage foatise year ending December 31, 2006 is direetlgted to the decrease in
banked origination volume of 33%.

Furthermore, gain on sale revenues in 2005 and a@®impacted by the execution of our core busistFasegy: retaining selected
adjustable rate mortgages for our investment plastf@he execution of this strategy, which begathia third quarter of 2004 after our IPO,
requires that we forgo the gain on sale premiumgefiues) we would otherwise receive when we sedlefoans to third-parties. Instead, the
cost basis of these loans, which is far lower tih@noan and its associated thpdrty premium, is retained in our investment pdidfavith the
inherent value of the loan realized over time.

For the years ended December 31, 2006, 2005 ant] @@0originated and retained $69.7 million, $55%Giftion and $95.1 million
respectively, of loans in our investment portfaioin the case of 2006 deposited into a REMIC tatisn and estimate that the forgone gain
on sale premium, net of the cost basis of thesgsl@aden retained in our securitization, was $.4ioni] $7.5 million and $2.0 million,
respectively.

The following table summarizes brokered loan volufaes and related expenses for the fiscal yeatsdeR006, 2005 and 2004:

Brokered Loan Fees and Brokered Loan Expense

(dollar amounts in thousands) For the Year Ended December 31,

2006 2005 % Change 2004 % Change
Total brokered loan volume $ 703.C $ 562.1 25.0% $ 410.1 37.1%
Total brokered loan volume - units 2,30¢ 2,05¢ 11.9(% 1,171 75.8%
Brokered loan fees $ 10,937 $ 9,991 9% $ 6,89t 44.%%
Brokered loan expenses $ 8,271 $ 7,54% 9.7% $ 5,27¢ 43.(%

The increase in brokered loan volume for the yeded 2006 relative to a decrease in overall ortginazolume for the same period
is due to the discontinuance to bank sub-primecanthin other types of mortgage products. The as®en the years ended 2005 and 2004 is
due to increased loan origination personnel anddiraffices as compared to each prior year. The greded 2005 includes full year
utilization of increased personnel and branchesenthe increases for year ended 2004 primarily weclin the latter half of the year. While
brokered loan volumes have increased, brokeredrimanues have not had a correlating increasecdiaever lender rebates/premiums.

Expense:

Most of our expenses are directly correlated tostaifing levels and our number of offices:

(dollar amounts in thousands) For the Year Ended December 31,
2006 2005 % Change 2004 % Change

Loan officers 327 32¢ (0.6)% 344 (4.4%
Other employees 28¢ 47¢ (38.9% 43¢ 8.0%
Total employees 61€ 802 (23.29% 782 2.6%
Number of sales locatior 47 54 (13.0% 66 (18.2%
Salaries and benefits $ 21,71. $ 29,04 (25.9% $ 16,73¢ 73.5%
Occupancy and equipment 5,077 6,09/ (16. )% 3,51¢ 73.2%
Marketing and promotion 2,012 4,73¢ (57.5% 3,51¢ 34.€%

Data processing and communications 2,431 2,22: 9.4% 1,42¢ 56.1%



Office supplies and expenses
Professional fees

Depreciation and amortization

1,89¢
4,144

2,10¢
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1,51¢
1,85¢

68¢

52.€%
109.5%

147.%%




The majority of the category changes noted abouedsrect correlation to the change in loan oradian volume of (36%), 100% a
16% for the years ended December 31, 2006, 2002@0Dd respectively.

Professional Fees ExpensBuring the year ended December 31, 2006, we hatégsional fees expense of $4.1 million as cong
to $3.9 million for the same period of 2005, arr@ase of less than 7%. The 110% increase in 208%vimarily due to increase spending for
costs of compliance with various regulatory andligutompany requirements, such as the Sarbanesy@xieof 2002 and increases in dues,
licenses and permits in states where NYMC has apresence.

Off-Balance Sheet Arrangements

Since inception, we have not maintained any refatips with unconsolidated entities or financiatparships, such as entities often
referred to as structured finance or special puutities, established for the purpose of fatititpoff-balance sheet arrangements or other
contractually narrow or limited purposes. Furthvee,have not guaranteed any obligations of uncotat@d entities nor do we have any
commitment or intent to provide funding to any secthities. Accordingly, we are not materially expd$o any market, credit, liquidity or
financing risk that could arise if we had engageduch relationships.

Liquidity and Capital Resources

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committe¢a repay borrowings, fund
and maintain investments, pay dividends to ourkstolers and other general business needs. Wenizeothe need to have funds available
for our operating businesses and our investmerttghior We plan to meet liquidity through normalerations with the goal of avoiding
unplanned sales of assets or emergency borrowifunds.

Current market conditions relative to early paynaefaults (‘“EPD”) On mortgage loans have made E&Dsnportant factor
affecting our liquidity. As more fully described sectionLoan Loss Reserves on Mortgage Loaws are generally required to repurchase
loans where the borrowers have not timely made suomadl of their first three mortgage payments.thas incidence of EPDs has recently
increased dramatically, the frequency of loans reer@quested to repurchase has increased. Thagehapes are predominately made with
cash and the loans are held on the balance shileheg can be sold. EPD loans are sold at a distto the current balance of the loan, thus
reducing our cash position.

We believe our existing cash balances and fundiade under our warehouse facility and cash flénasn operations will be
sufficient for our liquidity requirements for atdst the next 12 months. Unused borrowing capadityary as the market values of our
securities vary. Our investments and assets vegill generate liquidity on an ongoing basis throughtgage principal and interest payments,
pre-payments and net earnings held prior to paywfedizidends. Should our liquidity needs ever edt¢he on-going or immediate sources
of liquidity discussed above, we believe that osities could be sold to raise additional cagtDécember 31, 2006, we had no
commitments for any additional financings, howewercannot ensure that we will be able to obtainfatyre additional financing if and
when required and on terms and conditions acceptahis.

To finance our investment portfolio, we generabigls to borrow between eight and 12 times the amofupdir equity. At December
31, 2006 our leverage ratio, defined as total foiag facilities outstanding divided by total stookdters’ equity was 17. We, and the providers
of our finance facilities, generally view our $45@lion of subordinated trust preferred debenturetstanding at December 31, 2006 as a
form of equity which would result in an adjusteddeage ratio of 10 to 1.

We have arrangements to enter into repurchaseragres, a form of collateralized short-term borrayyiwith 23 different financial
institutions with total borrowing capacity of $illion; as of December 31, 2006 we had $0.8 hilloutstanding from six of these firms.
These agreements are secured by our mortgage-bseg&edties and bear interest rates that haverluatlty moved in close relationship to
LIBOR. Under these repurchase agreements the fimanstitutions lend money versus the market vaifieur mortgage-backed securities
portfolio, and, accordingly, an increase in intérases can have a negative impact on the valuafitimese securities, resulting in a potential
margin call from the financial institution. We mami the market valuation fluctuation as well aseotliquidity needs to ensure there is
adequate collateral available to meet any additio@agin calls or liquidity requirements.

We enter into interest rate swap agreements tmextee maturity of our repurchase agreements aschamism to reduce the inter
rate risk of the securities portfolio. At DecemBér 2006 we had $285.0 million in interest rate psvautstanding with two different financial
institutions. The weighted average maturity of shaps was 694 days at December 31, 2006. The iroptu interest swaps extends the
maturity of the repurchase agreements to six months

As of December 31, 2006, the Company had threehsase facilities totaling $750 million, all of witiavere uncommitted.
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The documents governing these facilities containgraber of compensating balance requirements atidatéve financial and other
covenants that, among other things, require usaintisin a maximum ratio of total liabilities to gihle net worth, of 20 to 1 in the case of
each of the CSFB facility and the Greenwich Cagéallity and 15 to 1 in the for Deutsche Bankwasl as to comply with applicable
regulatory and investor requirements. These faslidlso contain various covenants pertainingrtmray other things, the maintenance of
certain periodic income thresholds and working tedpand maintenance of certain amounts of netlwad$ of December 31, 2006, the
Company was in compliance with all covenants whi éxception of the net income covenant on alktiiaeilities as well as a stockholder’s
equity covenant on the CSFB facility. Waivers hbeen obtained from these institutions for thesdearst

The agreements also contained covenants limitiagHility of our subsidiaries to:

« transfer or sell assets;
« create liens on the collateral;
« incur additional indebtedness without obtainingppdonsent of lenders.

These limits may in turn restrict our ability toypaash or stock dividends on our stock. In addjtiomder our warehouse facilities, '
cannot continue to finance a mortgage loan thathelé through the warehouse facility if:

« the loan is rejected as “unsatisfactory for purehdy the ultimate investor and has exceeded msssible warehouse period
which varies by facility;
» we fail to deliver the applicable note, mortgag@ttrer documents evidencing the loan within thelsiste time period;

« the underlying property that secures the loan hatamed a casualty loss in excess of 5% of itsaagpgd value; or
« the loan ceases to be an eligible loan (as detedparsuant to the warehouse facility agreement).

The Greenwich Capital facility is a master loan aadurity agreement totaling $250 million. Undés igreement, the counterparty
provides financing to us for the origination or aisition of certain mortgage loans, to be soldhiodt parties or contributed for future
securitizations. We repay advances under this tcfadlity with a portion of the proceeds from thale of all mortgage-backed securities
issued by the trust or other entity, along withoatipn of the proceeds resulting from permitted igHoan sales. Advances under this facility
bare interest at a floating rate initially equalLtBOR plus a spread (starting at 0.75%) that vadepending on the types of mortgage loans
securing these facilities. As of December 31, 20@8e were no outstanding balances on the Greerfagdfty. This facility expired as of
February 4, 2007.

The master loan and security agreement with DeatBeimk Structured Products, Inc is for $300 milliodmder this agreement, the
counterparty provides financing to us for the aragion or acquisition of certain mortgage loansiclwlthen are sold to third parties or
contributed for future securitizations. We will sgpadvances under this credit facility with a pmntdf the proceeds from the sale of all
mortgage-backed securities issued by the trusthar @ntity, along with a portion of the proceeesulting from permitted whole loan sales.
Advances under this facility bare interest at atilog rate initially equal to LIBOR plus a spreathfting at 0.625%) that varies depending on
the types of mortgage loans securing the faciigvances under this facility are subject to lerajgproval of the mortgage loans intended for
origination or acquisition, advance rates and lies tratio of our liabilities to our tangible netstfo As of December 31, 2006 the outstanding
balance of this facility was $66.2 million with theaximum aggregate amount available for addititwaatowings of $233.8 million. As of
March 26, 2007, under the terms of a terminatiae@gent between us and the counterparty, and withans remaining financed by the
counterparty, this facility was terminated.

The repurchase facility with Credit Suisse Firss®m Mortgage Capital, LLC, or CSFB, at December28D6 totaled $200.0
million. This facility is secured by the mortgagahs owned by the Company. Advances under thikt§aoear interest at a floating rate
initially equal to LIBOR plus a spread (starting #%) that varies depending on the types of mgedaans securing the facility.
Additionally advance rates and terms may vary ddpgnon the ratio of our liabilities to our tangsthet worth. As of December 31, 20086,
aggregate outstanding balance under this facilédg $106.8 million and the aggregate maximum amawailable for additional borrowings
was $93.2 million. An amendment pertaining to fhislity was entered into between us and the copatéy on March 23, 2007 that limited
the facility to $120 million, and specified a termation date of June 29, 2007, at which time we eixfzehave all loans currently financed w
this facility to be sold, or reduced to an amoinatt twvould enable us to pay the loans off of thdifac

As it relates to our purchasing bulk packages ah#ofor securitizations going forward, we anticgpedntinuing relationships with
one or more of our current or previous warehoustitiaproviders, although no formal agreementsénheen entered into at this time.

We expect that the CSFB facility will be sufficientmeet our capital and financing needs as wengdr operate a mortgage lenc
business as of March 31, 2007.
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As of December 31, 2006, our aggregate repurchesity borrowings related to our discontinued apEm were $173.0 million
an average interest rate of approximately 5.93%.

As of December 31, 2006, our aggregate financingngements secured by portfolio investments weld 8million at an avera
interest rate of approximately 5.37%.

Our borrowings are secured by either portfolio stweents or residential mortgage loans, the valuehidh may move inversely wi
changes in interest rates. A decline in the mark&te of our portfolio investments or mortgage kamestments in the future may limit «
ability to borrow under these facilities or resuit lenders requiring additional collateral or iatthg margin calls under our borrow
facilities. As a result, we could be required td seme of our investments under adverse marketlitions in order to maintain liquidity.
such sales are made at prices lower than the amdrtiosts of such investments, we will incur losses

Our ability to sell the mortgage loans we own ataw for a premium in the secondary market soweamay generate cash proce
to repay borrowings under our repurchase facilitiepends on a number of factors, including:

« the program parameters under which the loan wag@atied under and the continuation of that progogrthe investor;
« the loan’s conformity with the ultimate investotsiderwriting standards;

« the credit quality of the loans; and

« our compliance with laws and regulations as ittesddo lending practices;

As it relates to loans sold previously under certaan sale agreements, and in the event of a lvifae representation, warranty or
covenant under such agreement, or in the event BPD, we may be required to repurchase some eétluans or indemnify the loan
purchaser for damages caused by that breach. Wehie®n required to repurchase loans we have swfdtime to time; these repurchases
have resulted in a loss of $7.5 million in 2006.

We intend to make distributions to our stockholdersomply with the various requirements to maimtir REIT status and to
minimize or avoid corporate income tax and the mahudtible excise tax. However, differences in tignoetween the recognition of REIT
taxable income and the actual receipt of cash cagldire us to sell assets or to borrow funds shaat-term basis to meet the REIT
distribution requirements and to avoid corporat®mime tax and the nondeductible excise tax.

Certain of our assets may generate substantial amésras between REIT taxable income and availalsle. dehese assets could
include mortgage-backed securities we hold thaeHmeen issued at a discount and require the aaafteable income in advance of the
receipt of cash. As a result, our REIT taxable ineanay exceed our cash available for distributioeh the requirement to distribute a
substantial portion of our net taxable income caadse us to:

« sell assets in adverse market conditions;
e borrow on unfavorable terms;

« distribute amounts that would otherwise be investaabsets or repayment of debt, in order to comyitly the REIT distribution
requirements.

Inflation

For the periods presented herein, inflation has bekatively low and we believe that inflation hest had a material effect on our
results of operations. The impact of inflation iswarily reflected in the increased costs of ouemgions. Virtually all our assets and liabilit
are financial in nature. Our consolidated finanstaktements and corresponding notes thereto haredrepared in accordance with GAAP,
which require the measurement of financial posiiad operating results in terms of historical dsllaithout considering the changes in the
relative purchasing power of money over time dumfiation. As a result, interest rates and otla@tdrs influence our performance far more
than inflation. Inflation affects our operationsnparily through its effect on interest rates, simerest rates typically increase during periods
of high inflation and decrease during periods @f Inoflation. During periods of increasing intereates, demand for mortgages and a
borrower’s ability to qualify for mortgage finangirin a purchase transaction may be adversely affe€uring periods of decreasing interest
rates, borrowers may prepay their mortgages, wihithrn may adversely affect our yield and subsatjy¢he value of our portfolio of
mortgage assets.
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Contractual Obligations

The Company had the following contractual obligasigexcluding derivative financial instrumentsPaicember 31, 2006:

Less Than 1to3 4t05 After
(% in thousands) Total 1 Year Years Years 5 Years
Reverse repurchase agreements $ 818,97: $ 818,97- — — —
Operating leases 9,83t 2,55( 4,90¢ 2,371 —
Collateralized debt obligations(1)(2) 240,94 47,69( 73,70 41,66¢ 77,88¢
Subordinated debentures(1) 57,15¢ 3,594 7,19¢ 46,36¢ —
Employment agreements(3) 2,25¢ 752 1,50¢ — —
Discontinued businesses
Warehouse facilities(5) 172,97. 172,97. — — —
Operating leases 7,07t 2,761 3,02¢ 931 357
Employment agreements(4) 2,35¢ 78E 1,56¢ _ _
$ 1,311,560 $ 1,050,07: $ 91,90¢ $ 91,337 $ 78,24

(1) Amounts increase interest paid during the perintkrest based on interest rates in effect on Deeeib 2006.

(2) Maturities of our CDOs are dependent upon cashdlmeeived from the underlying loans receivable. &timate of their repayment is
based on scheduled principal payments on the widgtloans receivable. This estimate will diffeorin actual amounts to the extent
prepayments and/or loan losses are experienced.

(3) Represents base cash compensation of David Akr&eaven Mumma.

(4) Represents base cash compensation of Steven Sahdalbseph Fierr
(5) Excludes interest payments as the balance chamgaslaily basis.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the exposure to loss resulting frmanges in interest rates, credit spreads, for@igrency exchange rates, commodity
prices and equity prices. Because we are invesietysn U.S.-dollar denominated instruments, prityaresidential mortgage instruments,
and our borrowings are also domestic and U.S. dd#aominated, we are not subject to foreign curyexchange, or commodity and equity
price risk; the primary market risk that we are@sgd to is interest rate risk and its related &girisks. Interest rate risk is highly sensitive
to many factors, including governmental monetany t&x policies, domestic and international econaamid political considerations and other
factors beyond our control. All of our market risdnsitive assets, liabilities and related deriapesitions are for non-trading purposes only.

Management recognizes the following primary risksogiated with our business and the industry irckviaie conduct business:

« Interest rate and market (fair value) risk
» Credit spread risk

» Liquidity and funding risk

»  Prepayment risk

e  Credit risk
Interest Rate Risl

Our primary interest rate exposure relates to trefgio of adjustable-rate mortgage loans and gage-backed securities we acquire,
as well as our variable-rate borrowings and relategtest rate swaps and caps. Interest rategidkfined as the sensitivity of our current and
future earnings to interest rate volatility, vailap of spread relationships, the difference irprécing intervals between our assets and
liabilities and the effect that interest rates rhaye on our cash flows, especially the speed attwtiepayments occur on our residential
mortgage related assets.

Changes in the general level of interest ratesaff@ct our net interest income, which is the diéfere between the interest income
earned on interest earning assets and our inexpense incurred in connection with our interestring debt and liabilities. Changes in
interest rates can also affect, among other thimgsability to acquire loans and securities, thiig of our loans, mortgage pools and
mortgage-backed securities, and our ability toizeajains from the resale and settlement of suiginated loans.

In our investment portfolio, our primary marketkris interest rate risk. Interest rate risk cardbined as the sensitivity of our
portfolio, including future earnings potential, pegments, valuations and overall liquidity to ches@n interest rates. We attempt to manage
interest rate risk by adjusting portfolio compasits, liability maturities and utilizing interesteaderivatives including interest rate swaps and
caps. Management’s goal is to maximize the earnpogsntial of the portfolio while maintaining lomgrm stable portfolio valuations.

We utilize a model based risk analysis system sgsai projecting portfolio performances over arsario of different interest rates.
The model incorporates shifts in interest rateangles in prepayments and other factors impactgdluations of our financial securities,

including mortgage-backed securities, repurchaseemgents, interest rate swaps and interest rate cap

Based on the results of this model, as of Decel®bgP006, an instantaneous shift of 100 basis pdininterest rates would result in
approximate decrease in the net interest spre@®486 basis points as compared to our base lifjeqiions over the next year.
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The following tables set forth information aboutdncial instruments (dollar amounts in thousands):

December 31, 2006

Notional Carrying Estimated

Amount Amount Fair Value
Investment securities available for sale $ 491,29: $ 488,96: $ 488,96:
Mortgage loans held in the securitization trusts 584,35¢ 588,16( 582,50
Mortgage loans held for sale 110,80« 106,90( 107,81(
Commitments and contingencies:
Interest rate lock commitments - loan commitments 104,33« (11¢) (11¢)
Forward loan sales contracts 142,11( 171 171
Interest rate swaps 285,00( 621 621
Interest rate caps $ 1,540,510 $ 2,011 $ 2,011

December 31, 2005

Notional Carrying Estimated

Amount Amount Fair Value
Investment securities available for sale $ 719,70. $ 716,48. $ 716,48
Mortgage loans held for investment 4,054 4,06( 4,07¢
Mortgage loans held in the securitization trusts 771,45: 776,61( 775,31:
Mortgage loans held for sale 108,24« 108,27: 109,25:
Commitments and contingencies:
Interest rate lock commitments - loan commitments 130,32( 123 123
Interest rate lock commitments - mortgage loand fel sale 108,10¢ (24) (24
Forward loan sales contracts 51,76: (380) (38C
Interest rate swaps 645,00( 6,38 6,38
Interest rate caps $ 1,858,861 $ 3,34C % 3,34(C

The impact of changing interest rates may be nigigjdy portfolio prepayment activity that we clgseionitor and the portfolio
funding strategies we employ. First, our floatiaterborrowings may react to changes in interessta¢fore our adjustable rate assets becaus
the weighted average next repricing dates on tlaget borrowings may have shorter time periods thahof the adjustable rate assets.
Second, interest rates on adjustable rate assgtbenlanited to a “periodic cap” or an increaseyqfically 1% or 2% per adjustment period,
while our borrowings do not have comparable linidtag. Third, our adjustable rate assets typicalfydhanges in the applicable interest rate
indices by 45 days, due to the notice period predith adjustable rate borrowers when the inteeg¢esron their loans are scheduled to chz

In a period of declining interest rates or nomitifflerences between long-term and short-term istenaes, the rate of prepayment on
our mortgage assets may increase. Increased prepéyymould cause us to amortize any premiums aidur mortgage assets faster, thus
resulting in a reduced net yield on our mortgagess Additionally, to the extent proceeds of pyepants cannot be reinvested at a rate of
interest at least equal to the rate previouslyeson such mortgage assets, our earnings may leesativaffected.

Conversely, if interest rates rise or if the diffieces between long-term and short-term interess iatrease the rate of prepayment on
our mortgage assets may decrease. Decreased prpaywould cause us to amortize the premiums jpaidur ARM assets over a longer
time period, thus resulting in an increased ndtlya® our mortgage assets. Therefore, in risingrést rate environments where prepayments
are declining, not only would the interest ratettom ARM Assets portfolio increase to re-establigpeead over the higher interest rates, but
the yield also would rise due to slower prepaymerte combined effect could mitigate other negadiffects that rising short-term interest
rates might have on earnings.

Interest rates can also affect our net return dorithyadjustable rate (“hybrid ARM”) securities aleéns net of the cost of financing
hybrid ARMs. We continually monitor and estimate turation of our hybrid ARMs and have a policyh&alge the financing of the hybrid
ARMs such that the net duration of the hybrid ARMSt borrowed funds related to such assets, aatetehedging instruments are less than
one year. During a declining interest rate envirentnthe prepayment of hybrid ARMs may accelerasebprrowers may opt to refinance at a
lower rate) causing the amount of liabilities thate been extended by the use of interest ratessiwapcrease relative to the amount of
hybrid ARMs, possibly resulting in a decline in st return on hybrid ARMs as replacement hybridiRmay have a lower yield than
those being prepaid. Conversely, during an incnggisiterest rate environment, hybrid ARMs may pyeglawer than expected, requiring us
to finance a higher amount of hybrid ARMs than mr@dly forecast and at a time when interest ratag be higher, resulting in a decline in



our net return on hybrid ARMs. Our exposure to ¢emin the prepayment speed of hybrid ARMs is ratéd by regular monitoring
the outstanding balance of hybrid ARMs and adjgstire amounts anticipated to be outstanding irréuperiods and, on a regular basis,
making adjustments to the amount of our fixed-taterowing obligations for future periods.
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Interest rate changes may also impact our net balie as our securities, certain mortgage loangaated hedge derivatives are
marked-to-market each quarter. Generally, as isteates increase, the value of our fixed incomesiments, such as mortgage loans and
mortgage-backed securities, decreases and assintates decrease, the value of such investmeltsgrease. We seek to hedge to some
degree changes in value attributable to changiegdrest rates by entering into interest rate sveaqusother derivative instruments. In gene
we would expect that, over time, decreases in valuweir portfolio attributable to interest rate ngas will be offset to some degree by
increases in value of our interest rate swapsyaedversa. However, the relationship between sfgea securities and spreads on swaps
vary from time to time, resulting in a net aggreghbook value increase or decline. However, unksstis a material impairment in value t
would result in a payment not being received oaausty or loan, changes in the book value of aurtfplio will not directly affect our
recurring earnings or our ability to make a disitibn to our stockholders.

In order to minimize the negative impacts of chanigenterest rates on earnings and capital, weetjomonitor our asset and liability
mix and utilize interest rate swaps and caps, stibjethe limitations imposed by the REIT qualitioa tests.

Movements in interest rates can pose a major oislstin either a rising or declining interest rateironment. We depend on substal
borrowings to conduct our business. These borrosvarg all made at variable interest rate termswilbincrease as short term interest rates
rise. Additionally, when interest rates rise, magg loans held for sale and any applications isge® with interest rate lock commitments, or
IRLCs, decrease in value. To preserve the valiseicth loans or applications in process with IRLCs,may enter into forward sale loan
contracts, or FSLCs, to be settled at future datdsfixed prices.
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Our hedging transactions using derivative instruiaiso involve certain additional risks such asnterparty credit risk, the
enforceability of hedging contracts and the riskt ttnanticipated and significant changes in intaaes will cause a significant loss of basis
in the contract. The counterparties to our denradirrangements are major financial institutions securities dealers that are well capitalized
with high credit ratings and with which we may aksve other financial relationships. While we doé awaticipate nonperformance by any
counterparty, we are exposed to potential creditds in the event the counterparty fails to perf@uor exposure to credit risk in the event of
default by a counterparty is the difference betwibervalue of the contract and the current markeepThere can be no assurance that we
will be able to adequately protect against thedorg risks and will ultimately realize an econorhinefit that exceeds the related expenses
incurred in connection with engaging in such hedgtrategies.

Credit Spread Exposure

The mortgage-backed securities we currently, atidmthe future, own are also subject to spreall.rThe majority of these securities
will be adjustable-rate securities that are valbasked on a market credit spread to U.S. Treasouyrigeyields. In other words, their value is
dependent on the yield demanded on such securitidtse market based on their credit relative to. Ji®asury securities. Excessive suppl
such securities combined with reduced demand willegally cause the market to require a higher yelduch securities, resulting in the use
of a higher or wider spread over the benchmark(regeally the applicable U.S. Treasury securitydyi€o value such securities. Under such
conditions, the value of our securities portfoliowd tend to decline. Conversely, if the spreadiusevalue such securities were to decrease
or tighten, the value of our securities portfoliomd tend to increase. Such changes in the magteeof our portfolio may affect our net
equity, net income or cash flow directly througkitimpact on unrealized gains or losses on aviaidr-sale securities, and therefore our
ability to realize gains on such securities, oiirectly through their impact on our ability to bow and access capital.

Furthermore, shifts in the U.S. Treasury yield eymwhich represents the marle€xpectations of future interest rates, would aféect
the yield required on our securities and therefoedr value. These shifts, or a change in spreads|d have a similar effect on our portfolio,
financial position and results of operations.

Market (Fair Value) Risk

For certain of the financial instruments that wenp¥air values will not be readily available sirtbere are no active trading markets for
these instruments as characterized by current egelsecbetween willing parties. Accordingly, fairwes can only be derived or estimated for
these investments using various valuation techsigsiech as computing the present value of estinfatece cash flows using discount rates
commensurate with the risks involved. However,datermination of estimated future cash flows isneimtly subjective and imprecise. Mii
changes in assumptions or estimation methodolagiediave a material effect on these derived amastid fair values. These estimates and
assumptions are indicative of the interest ratérenments as of December 31, 2006 and do not tatkecbnsideration the effects of
subsequent interest rate fluctuations.

We note that the values of our investments in nagrégbacked securities, and in derivative instrusjgimarily interest rate hedges
on our debt, will be sensitive to changes in maktetrest rates, interest rate spreads, crediaggrand other market factors. The value of
these investments can vary and has varied majefiath period to period. Historically, the valugsonr mortgage loan portfolio have tended
to vary inversely with those of its derivative inshents.

The following describes the methods and assumptiengse in estimating fair values of our finanaistruments:

Fair value estimates are made as of a specifid poitime based on estimates using present vale¢her valuation techniques. These
techniques involve uncertainties and are signifiyaaffected by the assumptions used and the judigrmaade regarding risk characteristics
of various financial instruments, discount ratesineates of future cash flows, future expected &gmerience and other factors.

Changes in assumptions could significantly affeese estimates and the resulting fair values. Bériair value estimates cannot be
substantiated by comparison to independent masketsin many cases, could not be realized in anddiate sale of the instrument. Also,
because of differences in methodologies and assonspised to estimate fair values, the fair valused by us should not be compared to
those of other companies.
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The fair values of the Company’s residential magtrdacked securities are generally based on mariets provided by five to seven
dealers who make markets in these financial instnim If the fair value of a security is not reasay available from a dealer, management
estimates the fair value based on characteristittsecsecurity that the Company receives from #iseér and on available market information.

The fair value of loans held for investment areedmined by the loan pricing sheet which is basethtarnal management pricing and
third party competitors in similar products and keds.

The fair value of loan commitments to fund withegpt upon rates are estimated using the fees aslaatrently charged to enter into
similar agreements, taking into account the remaitérms of the agreements and the present cratlitiwess of the counterparties. For fixed
rate loan commitments, fair value also consideeddifference between current market interest raelsthe existing committed rates.

The fair value of commitments to deliver mortgaggesstimated using current market prices for dealénvestor commitments relative
to our existing positions.

The market risk management discussion and the amestimated from the analysis that follows arevéod-looking statements that
assume that certain market conditions occur. Acesllts may differ materially from these projectedults due to changes in our ARM
portfolio and borrowings mix and due to developrsentthe domestic and global financial and reatestarkets. Developments in the
financial markets include the likelihood of chargyinterest rates and the relationship of variotsrést rates and their impact on our ARM
portfolio yield, cost of funds and cash flows. Tdralytical methods that we use to assess and meitigase market risks should not be
considered projections of future events or opeggpi@rformance.

As a financial institution that has only investadl.S.-dollar denominated instruments, primarilsidential mortgage instruments, and
has only borrowed money in the domestic marketaveenot subject to foreign currency exchange ormodity price risk. Rather, our mark
risk exposure is largely due to interest rate risterest rate risk impacts our interest incomtergst expense and the market value on a large
portion of our assets and liabilities. The manag®réinterest rate risk attempts to maximize eagaiand to preserve capital by minimizing
the negative impacts of changing market ratest asskliability mix, and prepayment activity.

The table below presents the sensitivity of thekmavalue of our portfolio using a discounted cfistv simulation model. Application
of this method results in an estimation of the petage change in the market value of our assakiliies and hedging instruments per 100
basis point (“bp”) shift in interest rates expresgeyears - a measure commonly referred to agidardPositive portfolio duration indicates
that the market value of the total portfolio wikdine if interest rates rise and increase if edgerates decline. The closer duration is to zero,
the less interest rate changes are expected tt afienings. Included in the table is a “Base Caseation calculation for an interest rate
scenario that assumes future rates are those iripji¢he yield curve as of December 31, 2006. Therdwo scenarios assume interest rates
are instantaneously 100 and 200 bps higher thaethmoplied by market rates as of December 31, 2006.

The use of hedging instruments is a critical padur interest rate risk management strategiestlameffects of these hedging
instruments on the market value of the portfolie mflected in the model’s output. This analyss®abkes into consideration the value of
options embedded in our mortgage assets includingtraints on the repricing of the interest ratdBM Assets resulting from periodic and
lifetime cap features, as well as prepayment optidwssets and liabilities that are not interest-s#nsitive such as cash, payment receivables
prepaid expenses, payables and accrued expenseschréed. The duration calculated from this maslel key measure of the effectiveness
of our interest rate risk management strategies.

Changes in assumptions including, but not limitgdvblatility, mortgage and financing spreads, psepent behavior, defaults, as well

as the timing and level of interest rate changdisafiect the results of the model. Therefore, atresults are likely to vary from modeled
results.
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Net Portfolio Duration
December 31, 2006

Basis point increase

Base +100 +200
Mortgage Portfolio 0.95 year 1.33 year 1.47 year
Borrowings (including hedges) 0.43 year 0.43 year: 0.43year:
Net 0.52 year 0.90 year 1.04 year

It should be noted that the model is used as adadeentify potential risk in a changing intereste environment but does not include
any changes in portfolio composition, financin@stgies, market spreads or changes in overall miglagdity.

Based on the assumptions used, the model outpgestsja very low degree of portfolio price chanigemincreases in interest rates,
which implies that our cash flow and earning cheastics should be relatively stable for compagatilanges in interest rates.

Although market value sensitivity analysis is widatcepted in identifying interest rate risk, iedaot take into consideration changes
that may occur such as, but not limited to, chamg@svestment and financing strategies, changesarket spreads, and changes in business
volumes. Accordingly, we make extensive use ofamiags simulation model to further analyze ouelef interest rate risk.

There are a number of key assumptions in our eggréimulation model. These key assumptions inchindages in market conditions
that affect interest rates, the pricing of ARM puot$, the availability of ARM products, and the itadaility and the cost of financing for AR
products. Other key assumptions made in usingithelation model include prepayment speeds and n&nagt’s investment, financing and
hedging strategies, and the issuance of new edifigytypically run the simulation model under a gariof hypothetical business scenarios
that may include different interest rate scenaudiféerent investment strategies, different prepampitrpossibilities and other scenarios that
provide us with a range of possible earnings outsom order to assess potential interest rate Tisk.assumptions used represent our
estimate of the likely effect of changes in intérases and do not necessarily reflect actual testihe earnings simulation model takes into
account periodic and lifetime caps embedded inAQRi¥ Assets in determining the earnings at risk.

Liquidity and Funding Risk

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committeea repay borrowings, fund a
maintain investments, pay dividends to our stootteid and other general business needs. We recdbeineed to have funds available for
our operating. It is our policy to have adequaieitiity at all times. We plan to meet liquidity ¢tugh normal operations with the goal of
avoiding unplanned sales of assets or emergencgwiog of funds.

Our ability to hold mortgage loans held for salguiee cash. Generally, we are required to havdanba of between zero and 4% of
the loan’s balance funded by the Company with chbalance being drawn from the warehouse factur operating cash inflows are
predominately from cash flows from mortgage semsjtprincipal and interest on mortgage loans,sales of originated loans.

Loans financed on our warehouse facility are sultiechanging market valuations and margin calle market value of our loans is
dependent on a variety of economic conditionsuidiclg interest rates (and borrower demand) andrem$tor desire and capacity. These
values can also be affected by general tighteniragealit standards across the industry recentlgré&lis no certainty that market values will
remain constant going forward. To the extent tHaevaf the loans declines significantly, we woutgrequired to repay portions of the
amounts we have borrowed.
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As it relates to our investment portfolio, derivatifinancial instruments we use also subject Usnargin call” risk based on their
market values. Under our interest rate swaps, weaied rate to the counterparties while they pay floating rate. When floating rates are
low, on a net basis we pay the counterparty aralxassa. In a declining interest rate environmentweeld be subject to additional expos
for cash margin calls due to accelerating prepaysneimortgage assets. However, the asset sideedfdlance sheet should increase in value
in a further declining interest rate scenario. Mafsbur interest rate swap agreements provide fofateral posting of margin, the effect be
that either swap party must post margin, dependmthe change in value of the swap over time. Wntjlpical unilateral posting of margin
only in the direction of the swap counterpartystpiovides us with additional flexibility in meegmour liquidity requirements as we can call
margin on our counterparty as swap values increase.

Incoming cash on our mortgage loans and secuiitiagrincipal source of cash. The volume of casgbedds on, among other things,
interest rates. The volume and quality of suchmmiog cash flows can be impacted by severe and irateedhanges in interest rates. If rates
increase dramatically, our short-term funding cestsincrease quickly. While many of our investnigrortfolio loans are hybrid ARMs, they
typically will not reset as quickly as our fundingsts creating a reduction in incoming cash flowr @erivative financial instruments are u
to mitigate the effect of interest rate volatility.

We manage liquidity to ensure that we have theigointg ability to maintain cash flows that are adafg to meet commitments on a
timely and cost-effective basis. Our principal @ of liquidity are the repurchase agreement nattike issuance of CDOs, loan warehouse
facilities as well as principal and interest paytsdrom portfolio Assets. We believe our existiragh balances and cash flows from
operations will be sufficient for our liquidity regements for at least the next 12 months.

Prepayment Risl

When borrowers repay the principal on their moregkgns before maturity or faster than their scletiamortization, the effect is to
shorten the period over which interest is earned,therefore, reduce the cash flow and yield onARIM Assets. Furthermore, prepayment
speeds exceeding or lower than our reasonableassrfor similar assets, impact the effectivenéssp hedges we have in place to mitigate
financing and/or fair value risk. Generally, whearket interest rates decline, borrowers have aetenydto refinance their mortgages. The
higher the interest rate a borrower currently hasie or her mortgage the more incentive he othsiseto refinance the mortgage when rates
decline. Additionally, when a borrower has a lowreto-value ratio, he or she is more likely to dgash-out’refinance. Each of these fact
increases the chance for higher prepayment speguigydhe term of the loan.

We mitigate prepayment risk by constantly evalugtinr ARM portfolio at a range of reasonable magkepayment speeds observed
at the time for assets with a similar structuregliqy and characteristics. Furthermore, we stressthe portfolio as to prepayment speeds and
interest rate risk in order to develop an effectieelging strategy.

For the three months ended December 31, 2006, origage assets paid down at an approximate avaragelized Constant
Paydown Rate (“CPR9f 17%, compared to 21% for the three months ei@tgdember 30, 2006, to 20% for the three monthedddne 3C
2006, to 19% for the three months ended March 826 2nd 31% for the three months ended Decemb&0Bb, The constant prepayment
rate averaged approximately 19% during the yeae@xecember 31, 2006. When prepayment experienoesises, we have to amortize our
premiums over a shorter time period, resulting ieduced yield to maturity on our ARM Assets. Casedy, if actual prepayment experience
decreases, we would amortize the premium overgelotime period, resulting in a higher yield to oréyy. We monitor our prepayment
experience on a monthly basis and adjust the amatidh of the net premium, as appropriate.

Credit Risk

Credit risk is the risk that we will not fully celtt the principal we have invested in mortgagedaarsecurities. As previously noted,
we are predominately a high-quality loan originatod our underwriting guidelines are intended talwate the credit history of the potential
borrower, the capacity and willingness of the baxnto repay the loan, and the adequacy of thatesll securing the loan. Along with this
however, is a growing percentage of loans undeewritvith stated income and/or stated assets. Thasdypes make credit risk assessment
more difficult.

We mitigate credit risk by establishing and appdyaniteria that identifies high-credit quality bowers. With regard to the purchased
mortgage security portfolio, we rely on the guaiesbf FNMA, FHLMC, GNMA or the AAA/Aaa rating edilished by the Rating Agencies.

With regard to loans included in our securitizatifattors such as FICO score, LTV, debt-to-incoat®y and other borrower and
collateral factors are evaluated. Credit enhancéfeatures, such as mortgage insurance may alfachwed into the credit decision. In some
instances, when the borrower exhibits strong corsgtmg factors, exceptions to the underwriting glires may be approved.



Our loans held in securitization are concentrategeiographic markets that are generally supplytcaingd. We believe that these
markets have less exposure to sudden declinesusirgpvalues than those markets which have an @pphg of housing. In addition, in the
supply constrained housing markets we focus onsihgualues tend to be high and, generally, undéngrstandards for higher value homes
require lower LTVs and thus more owner equity fartmitigating credit risk. For our mortgage secesithat are purchased, we rely on the
Fannie Mae, Freddie Mac, Ginnie Mae and AAA-raitifighe securities supplemented with additional diligence.
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements of the Company and ttetadinotes and schedules to the financial statamgether with the Report of
Independent Registered Public Accounting Firm theras required by this Item 8, are set forth baigimon page H- of this annual report ¢
Form 10-K.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE.

None.

Item 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedurgs.of the end of the period covered by this repsg,carried out an evaluation, under
the supervision of and with the participation of eanagement, including our Co-Chief Executive €ffiand Chief Financial Officer, of the
effectiveness of the design and operation of oseldsure controls and procedures (as defined ieRlBa-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934) as of DecembeRBQ6 to ensure that information required to beldsed in the reports that we file or
submit under the Securities Exchange Act of 1984mended, is recorded, processed, summarizecgpadad within the time periods
specified in the rules and forms of the SEC, aiad $kich information is accumulated and communictdedir management timely. Based
upon that evaluation, our management, including@HChief Executive Officer and our Chief Finand@ficer, concluded that our
disclosure controls and procedures were effectvef @ecember 31, 2006.

Management’s Report on Internal Control Over Finah&eporting. Our management is responsible for establishingnaaintaining
adequate internal control over financial reporfiogour company, as such term is defined in Exckafet Rule 13a-15(f). Under the
supervision and with the participation of our magragnt, including our principal executive officerslgrincipal financial officer, we
conducted an evaluation of the effectiveness ofit@rnal control over financial reporting basedtloa framework set forth inlhternal
Control - Integrated FrameworK issued by the Committee of Sponsoring Organizegiof the Treadway Commission (“COSQO”) and
concluded that there was a material weakness ingheation of the Company’s internal control oveafcial reporting as of December 31,
2006 . A material weakness is a control deficieocgombination of control deficiencies that resudtsnore than a remote likelihood that a
material misstatement of the annual or interimriitial statements will not be prevented or detectée. material weakness identified was an
inadequacy in the operation of our control actgtinvolving the completion and review of the astmg period closing process. The sale of
substantially all of the operating assets of ourtgame lending platform to Indymac, which closedfdlarch 31, 2007, significantly
increased the workload demands of the existinguwattong staff, thereby disrupting the timely compatand review of the accounting period
closing process. In addition, in connection with tincertainty of the consummation and effect ofitldymac transaction, the accounting
department was affected by the departure of cekimyraccounting personnel during this time. Thegased workload and decreased staff
levels resulted in a significant number of posisiig journal entries and contributed to a requasadlditional time to file our Annual Report
on Form 10-K in accordance with Rule 12b-25.

Management’s assessment of the effectiveness ahtauinal control over financial reporting as ofd@enber 31, 2006 has been audited
by Deloitte & Touche LLP, an independent registguablic accounting firm, as stated in their repehich is included herein beginning on
page F-2 of this annual report on Form 10-K.

Remediation PlanWith the closing of the Indymac transaction, ngamaent believes that the workload demands on tbeuating staff
will be greatly reduced going forward. During thest quarter of 2007, and in preparation for thenptetion and review of the accounting
period closing process for the first quarter of 2Z0@anagement has been actively assessing the @gisp@counting needs and taking such
necessary steps to retain and hire additional adic@ustaff with the requisite accounting experieaad skill to effectively remediate this
material weakness. Management believes that takege steps will remediate the material weaknesgénnal control over financial
reporting.

Changes in Internal Control Over Financial Repogiffhere have been no changes in the Company's iht@ntol over financial
reporting during the quarter ended December 316 208 have materially affected, or are reasonbkdjy to materially affect, the
Company's internal control over financial reportimge changes in the Company's internal controt fimancial reporting described above
changes that management has implemented duringréee months ended March 31, 2007.

Item 9B. OTHER INFORMATION

The table below summarizes the 2006 cash incehtiweises granted to each of the Company’s execoffiers along with 2007
contractual salaries:



2007 2006
Annual Cash
Salary(1)(3)(4) Bonus(2)

Steven B. Schnall $ 434,00¢ $ =
Chairman of the Board and Co-Chief Executive Offidg
David A. Akre 434,00¢ =
Co-Chief Executive Officer
Joseph V. Fierro 350,54! =
Chief Operating Officer of NYMC(4)
Steven R. Mumma $ 434,00¢ $ 30,00(

President, Co-Chief Executive Officer and Chiefdfiaial Officer

(1) Pursuant to each of the executive officer’s layipent agreements, 2007 base salaries refleéa ihcrease over base salary as

established in 2006.

(2) On February 5, 2007 the compensation committekee Company’s Board of Directors granted a 26@¢h incentive bonus to Steven R.

Mumma.

(3) On March 28, 2007, the Company's Board of Dinecapproved an increase in Mr Mumma's base stda$$34,008 upon the
consummation of the Indymac transaction and hisgppamed President and Co-Chief Executive in amdit his title of Chief Financial

Officer. Prior to April 1, 2007, Mr Mumma's 2007raralized salary would have been $317,954.

(4) Upon the consummation of the transaction wittylnac on March 31, 2007, Steven B. Schnall andplo¥. Fierro resigned from their

executive positions and assumed roles with Indymac.
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On December 13, 2005, NYMC Loan Corporation, a Whalvned subsidiary of New York Mortgage Trust, Ihe “Company”), and
the Company entered into a $300 million master rdpase agreement (the “Agreement”) with DB StrusdiuProducts, Inc., Aspen Funding
Corp. and Newport Funding Corp. (each a “Buyer” aoliectively the “Buyers”) to finance, on a shtetm basis, mortgage loans originated
by The New York Mortgage Company, LLC (“assetshelCompany guaranteed the payment and performdmt€MC Loan Corporation,
as Seller, under the Agreement. Under the AgreertienSeller may sell assets to the Buyers andeadoerepurchase those assets on a date
certain. The purchase price for assets is genaallymount equal to the product of the market vafibe assets to be sold multiplied by a
percentage of the purchase price that generallyesfrom 75% to 98% of the asset's market valygermiting on the type of mortgage asset
being financed and whether the asset is performimgpn-performing. In general, the repurchase popgals the original purchase price plus
accrued but unpaid interest. Pursuant to the tefrttee Agreement, the Seller pays interest to thges at a fixed percentage over LIBOR
depending on collateral type. All of the Sellenterest in the transferred assets passes to ther8ay the purchase date. Upon receipt of the
purchase price, the Buyers transfer their ownerstigrests in the asset back to the Seller. Thedmgent is a $300 million uncommitted
lending facility, meaning the Buyers must agreedoh asset financed under the Agreement. If th&kehgalue of an asset financed under the
facility declines to less than the related Buyptschase price (the “margin deficit”), then the Btgymay require that the Seller transfer cash
in an amount equal to such margin deficit or addai loans or may retain any funds received by which the Seller would otherwise be
entitled. On December 12, 2006, the facility waterded until December 12, 2007.

The Company and the Seller are required to maimitain routine covenants during the term of tigge&ment, including without
limitation, maintaining a certain level of net wiornot exceeding a certain indebtedness ratio igiray financial reports, not undertaking a
merger or other fundamental transaction, and maintaa certain level of profitability. The Agreemteequires that all assets subject to the
facility have the related loan documents delivaedaSalle Bank, National Association, who holdsnthas a custodian so long as they are
subject to the facility.

In addition to being an uncommitted facility, if ament of default (as defined in the Agreementuoscthe Seller will be unable to
finance assets under the facility and its obligatmrepurchase assets financed under the fagility, at the option of the Buyers, be
accelerated. The definition of an event of defandludes, among others, the following events:dilufre to pay sums due under the
Agreement, (ii) failure to repurchase an asseegsired, (iii) a default on other obligations oétGompany or Seller that involves the failure
to pay a matured obligation or permits the accétaaf the maturity of the obligation, (iv) a me&d adverse change in the Company's or
Seller's property, business, or financial conditemd (v) undergoing a change in control of the Gany.

If the Seller defaults under the Agreement, thenBhyers have most standard remedies, includingadding all assets be repurcha
and selling the assets subject to the facilitysRant to an amended and restated guaranty of tp&uv/, the Company fully and
unconditionally guarantees the obligations of tb#e®s under the terms of this Agreement.

On January 5, 2006, the Company and its wholly-alswbsidiaries, The New York Mortgage Company, L(LIEYMC”) and New
York Mortgage Funding, LLC (“NYMF”) (the Company,Y\C and NYMF, each a Seller and together, the ‘&sfl), entered into a $250
million master repurchase agreement with GreenWiapital Products, Inc. (“GCM”). The terms of theegment between the Sellers and
GCM are substantially similar to the Agreement désd above. The agreement between the Seller&@M is a full-recourse facility
against the Sellers and all obligations of thee3glare joint and several. This agreement with G/ set to expire on December 4, 2006
December 1, 2006, the facility was extended uatiuary 4, 2007 and on December 22, 2006 the fauwilis again extended until February 4,
2007. At that time, management decided not to sexéwal of this facility which expired on February2007.

In connection with the sale of our mortgage bankitagform to Indymac and as an inducement for aegeployees to accept
employment with Indymac, on March 28, 2007, the @any's Board of Directors approved the acceleraiforesting of an aggregate of
46,848 performance shares and shares of reststiell previously awarded to non-executive employédlse company. Pursuant to this
action, the awards will vest and be paid in cagh3®th day following the closing of the Indymaamgaction.

In connection with Mr. Mumma’'s appointment as Riesi and Co-Chief Executive Officer of the Compapyn consummation of the
Indymac transaction, on March 28, 2007, our Bodidirectors approved Amendment No. 2 to Mr. Mumneatgployment agreement
increasing his base salary in the manner set &rtive. On the same date, our Board of DirectotedeMr. Mumma to serve on the Board,
effective March 31, 2007, and to stand for electbour 2007 Annual Meeting of Shareholders in June
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PART 1lI
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTAND CORPORATE GOVERNANCE

Information on our directors and executive officsrincorporated by reference from our Proxy Staeinfunder the headingPfopose
1: Election of Directors,” “Information on Our Bahof Directors and its Committees,” “Section 1@a&neficial Ownership Reporting
Compliance” and “Executive Officers and Signific&ithployees”) to be filed with respect to our Annliieting of Stockholders to be held
June 14, 2007 (the “2007 Proxy Statement”).

Because our common stock is listed on the NYSEGmiChief Executive Officers are required to makeaanual certification to the
NYSE stating that they are not aware of any violaty us of the corporate governance listing staisdaf the NYSE. Our (-Chief
Executive Officers made their annual certificatiorthat effect to the NYSE as of June 30, 200&ddition, we have filed, as exhibits to this

Annual Report on Form 10-K, the certifications of @rincipal executive officers and principal firwdad officer required under Section 302 of
the Sarbanes Oxley Act of 2002.

Item 11. EXECUTIVE COMPENSATION

The information presented under the headings “Cosgaéon of Directors” and “Executive Compensationbur 2007 Proxy
Statement to be filed with the SEC is incorpordterkin by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The information presented under the heading “Sgc@wnership of Certain Beneficial Owners and Maaragnt” in our 2007 Proxy
Statement to be filed with the SEC is incorpordteckin by reference.

The information presented under the heading “Maifitiethe Registrant's Common Equity and RelateccE&tolder Matters —
Securities Authorized for Issuance Under Equity @ensation Plans” in Item 5 of Part Il of this Fot®@K is incorporated herein by
reference.

Item 13. CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information presented under the heading “OeifRaslationships and Related Party Transactions” ‘dntbrmation on Our Board ¢
Directors and its Committees” in our 2007 Proxyt&teent to be filed with the SEC is incorporatedehreby reference.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information presented under the headings “Rra@ccountant Fees and Services” and “Audit Cotteri Pre-Approval Policyih
our 2006 Proxy Statement to be filed with the SE@¢orporated herein by reference.
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PART IV
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(&) Financial Statements and Schedules. The followimantial statements and schedules are includddsmeport:

FINANCIAL STATEMENTS:

Report of Independent Registered Public Accourfdinm
Report of Independent Registered Public Accourfdinm
Consolidated Balance Sheets

Consolidated Statements of Operations

Consolidated Statements of Stockholders’/Membegsiity

Consolidated Statements of Cash Flows
Notes to Consolidated Financial Stateme
(b) Exhibits.

The information set forth under * Exhibit Index élow is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regyidthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

NEW YORK MORTGAGE TRUST, INC.

Date: April 2, 2007 By: /s/ DAVID A. AKRE

Name: David A. Akre
Title: Co-Chief Executive Officer

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
/sl David A. Akre Co-Chief Executive Officer April 2, 2007
David A. Akre and Director

(Principal Executive Officer)

/sl Steven R. Mumma President, Co-Chief Executive Officer and April 2, 2007
Steven R. Mumma Chief Financial Officer
(Principal Financial Officer)

/sl Steven B. Schnall Chairman of the Board April 2, 2007

Steven B. Schnall

/s/ David R. Bock Director April 2, 2007
David R. Bock
/sl Alan L. Hainey Director April 2, 2007
Alan L. Hainey
/sl Steven G. Norcutt Director April 2, 2007

Steven G. Norcutt

/sl Mary Dwyer Pembroke Director April 2, 2007
Mary Dwyer Pembroke

/sl Jerome F. Sherman Director April 2, 2007
Jerome F. Sherman




/sl Thomas W. White Director April 2, 2007
Thomas W. White
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
New York Mortgage Trust, Inc
New York, New York

We have audited management's assessment, includeel accompanying Management's Report on Int&€oatrol Over Financial Reportin
that New York Mortgage Trust, Inc. and subsidiatibe “Company”) did not maintain effective inteteantrol over financial reporting as of
December 31, 2006, because of the effect of themahtveakness identified in management's assesdiaead on criteria established in
Internal Contro-Integrated Frameworissued by the Committee of Sponsoring Organizatidiise Treadway Commission. The Company's
management is responsible for maintaining effedtiternal control over financial reporting and ftx assessment of the effectiveness of
internal control over financial reporting. Our respibility is to express an opinion on managemass&ssment and an opinion on the
effectiveness of the Company's internal controkdivencial reporting based on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordvar financial reporting, evaluating
management's assessment, testing and evaluatidgsfgn and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the ctanoes. We believe that our audit provides a redse basis for our opinions.

A company's internal control over financial repogtis a process designed by, or under the supemvidi the company's principal executive
and principal financial officers, or persons penigrg similar functions, and effected by the compsufspard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting antket preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles. A company's internaitoal over financial reporting includes
those policies and procedures that (1) pertaihéartaintenance of records that, in reasonablel dataurately and fairly reflect the
transactions and dispositions of the assets afah@pany; (2) provide reasonable assurance thatactions are recorded as necessary to
permit preparation of financial statements in adaace with generally accepted accounting princjied that receipts and expenditures of
the company are being made only in accordanceawithorizations of management and directors of ¢mepany; and (3) provide reasonable
assurance regarding prevention or timely deteafamauthorized acquisition, use, or dispositiothef company's assets that could have a
material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods ateject to the risk that the controls may
become inadequate because of changes in conditiotigat the degree of compliance with the policeprocedures may deteriorate.

A material weakness is a significant deficiencycombination of significant deficiencies, that iésin more than a remote likelihood that a
material misstatement of the annual or interimriizial statements will not be prevented or detectée. following material weakness in the
Company's internal control over financial reporthras been identified and included in managemesg'sssment: The material weakness
related to an inadequacy in the operation of comirbivities relating to the completion and reviefsthe accounting period closing process
that resulted in significant post-closing journatrees and contributed to a delay in filing of tiempany's Annual Report on Form 10-K. This
material weakness was considered in determiningdlére, timing, and extent of audit tests appinedur audit of the consolidated financial
statements as of and for the year ended Decemb&086 of the Company, and this report does netafiur report on such financial
statements.

In our opinion, management's assessment that thg&uwy did not maintain effective internal contreeofinancial reporting as of December
31, 2006, is fairly stated, in all material resgettased on the criteria establishethiernal Control-Integrated Framewoiiksued by the
Committee of Sponsoring Organizations of the Tremd@ommission. Also in our opinion, because ofdffect of the material weakness
described above on the achievement of the objectif/éhe control criteria, the Company has not itaied effective internal control over
financial reporting as of December 31, 2006, basethe criteria established linternal Control-Integrated Framewoiiksued by the
Committee of Sponsoring Organizations of the Tremd@ommission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bio@nited States) the consolidated
balance sheet of the Company, and the related tdatea statements of operation, stockholders'/masilequity, and cash flows, as of and
for the year ended December 31, 2006, and our trelpted April 2, 2007 expressed an unqualified iopiron those financial statements.



/SIDELOITTE & TOUCHE LLP
New York, New York
April 2, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
New York Mortgage Trust, Inc
New York, New York

We have audited the accompanying consolidated balsimeets of New York Mortgage Trust, Inc. and ilidases (the “Company”) as of
December 31, 2006 and 2005, and the related cdasetl statements of operations, stockholders'/mesndguity, and cash flows for each of
the three years in the period ended December 8. Zthese financial statements are the respongibiiithe Company's management. Our
responsibility is to express an opinion on theritial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of New York Mortgage
Trust, Inc. and subsidiaries as of December 316 201@ 2005, and the results of their operationstla@id cash flows for each of the three
years in the period ended December 31, 2006, ifoocmity with accounting principles generally acasgin the United States of Americ

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of the Company's internal control over financigdaging as of December 32006, based on the criteria establishebhtarnal Control-
Integrated Frameworissued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report datedl 2p2007
expressed an unqualified opinion on managemerstssasent of the effectiveness of the Company'miateontrol over financial reporting
and an adverse opinion on the effectiveness oftmapany's internal control over financial reportberause of a material weakness.

/SIDELOITTE & TOUCHE LLP
New York, New York
April 2, 2007

F-3




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)

December 31, December 31,

2006 2005
ASSETS
Cash and cash equivalents $ 96¢ $ 9,05¢
Restricted cash 2,08¢ 4,94¢
Investment securities — available for sale 488,96 716,48:
Accounts and accrued interest receivable 5,18¢ 9,89¢
Mortgage loans held in securitization trusts 588,16( 776,61(
Mortgage loans held for investment - 4,06(
Prepaid and other assets 20,95 12,82(
Derivative assets 1,66¢ 8,54¢
Assets related to discontinued operation 214,92! 248,87:
TOTAL ASSETS $ 1,322,900 $ 1,791,229
LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:
Financing arrangements, portfolio investments $ 815,311 $ 1,166,49
Financing arrangements, loans held for sale/foestment - 3,96¢
Collateralized debt obligations 197,44 228,22¢
Accounts payable and accrued expenses 5,57¢ 14,52
Subordinated debentures 45,00( 45,00(
Other liabilities 14 19t
Liabilities related to discontinued operation 187,98 231,92!
Total liabilities 1,251,33 1,690,33!
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Common stock, $0.01 par value, 400,000,000 shaite®@zed 18,325,187 shares issued and

18,077,880 outstanding at December 31, 2006 arkb&221 shares issued and 17,953,674

outstanding at December 31, 2005 18z 18z
Additional paid-in capital 99,50¢ 107,57:
Accumulated other comprehensive (loss) income (4,38)) 1,91C
Accumulated deficit (23,739 (8,709
Total stockholders’ equity 71,57: 100,95¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 1,322,900 $ 1,791,29.

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollar amounts in thousands, except per share data

For the Year Ended December 31,

2006 2005 2004
REVENUES:
Interest income:
Investment securities and loans held in securitinatusts $ 64,88 $ 55,05( $ 19,67
Loans held for investment — 7,67 723
Total interest income 64,88 62,72" 20,39¢
Interest expense:
Investment securities and loans held in securitinatusts 56,55 42,00: 11,98:
Loans held for investment — 5,841 48¢
Subordinated debentures 3,54¢ 2,004 _
Total interest expense 60,09 49,85: 12,47(
Net interest incom 4,78¢ 12,87 7,924
Other (expense) income:
Loan losses (57 — —
(Loss) gain on sale of securities and related hedge (529 2,207 167
Impairment loss on investment securities — (7,440 —
Miscellaneous income — 1 _
Total other (expense) income (586) (5,232 167
EXPENSES:
Salaries, commissions and benefits 714 1,934 382
Occupancy and equipment 1 50 422
Marketing and promotion 78 124 14
Data processing and communications 23C 14¢ 174
Office supplies and expenses 24 21 4
Professional fees 59¢ 858 14¢
Travel and entertainment 29 6 1
Depreciation and amortization 27€ 171 1
Other 82 1,011 45
Total expenses 2,032 4,31¢ 1,192
Income from continuing operations 2,16¢ 3,322 6,89¢
Loss from discontinued operation - net of tax (17,197 (8,662) (1,952)
NET (LOSS)/INCOME $ (15,03) $ (5,340 $ 4,947
Basic (loss)/income per share $ (0.89) $ (0.30) $ 0.2¢
Diluted (loss)/income per share $ (0.89) $ (0.30) $ 0.27
Weighted average shares outstanding-basic(1) 18,03¢ 17,87: 17,791
Weighted average shares outstanding-diluted(1) 18,03¢ 17,87: 18,11°¢

(1) Weighted average shares outstanding-basic anediagsume the shares outstanding upon the Comphmgs2004 initial public
offering were outstanding for the full year.

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

STATEMENTS OF STOCKHOLDERS'/MEMBERS’ EQUITY

BALANCE,JANUARY 1, 2004 —
Members’ Deficit

Net income

Contributions

Distributions

Forfeiture of 47,680 escrowed shares

Dividends declared

Initial public offering — Common stock

Restricted stock

Performance shares

Stock options

Decrease in net unrealized gain on
available for sale securities

Increase derivative instruments

Comprehensive income

BALANCE, DECEMBER 31, 2004 —
Stockholders’ Equity
Net loss
Dividends declared
Restricted stock
Performance shares
Stock options
Decrease in net unrealized gain on
available for sale securities
Increase derivative instruments

Comprehensive loss

BALANCE, DECEMBER 31, 2005 —
Stockholders’ Equity
Net loss
Dividends declared
Repurchase of common stock
Restricted stock
Performance shares
Stock options
Decrease in net unrealized gain on

available for sale securities

Decrease in derivative instruments

Comprehensive loss

BALANCE, DECEMBER 31, 2006
Stockholders’ Equity

(Dollar amounts in thousands)

For the Years Ended December 31, 2006, 2005 and 200

Stockholders’/ Accumulated

Additional Members’ Other
Common Paid-In Equity Comprehensive Comprehensive
Stock Capital (Deficit) Income (Loss) Income (Loss)  Total

$ —$ —$ (1,339% 86t $ — (474
— — 4,947 — 4,947 4,945

— — 2,31( — 2,31(

— — (3,139 — — (3,13

— (493) — — (493)

— (4,470) (2,787 — — (7,257%)

181 121,91( — — — 122,09:

— 1,743 — — — 1,743

— 24¢ — — — 24¢

— 10€ — — — 10€

— — — (3,836) (3,83¢) (3,83¢)

— — — 3,227 3,227 3,22

= = o —$ 4,33¢ —

181 119,04! 0 25€ — 119,48:

— — (5,340) —$ (5,340 (5,340)

— (13,375 (3,36%) — — (16,747

2 1,31( — — — 1,312

— 54¢ — — — 54¢

— 44 — — — 44

— — — (2,130 (1,130 (1,130

— — — 2,78¢ 2,782 2,78¢

_ _ — — 3 (3,686) —

18: 107,57: (8,70¢) 1,91¢( 100,95¢

— — (15,03) —$ (15,03)) (15,03)

— (8,59%) — — — (8,59%)

Q) (299 — — — (300)

1 81¢ — — — 82C

— 8 — — — 8

— 3 — — — 3

— — — (879 (879 (879

— — — (5,419 (5,417) (5,417

— — — — % (21,329 —

$ 182 $ 99,50¢ $ (23,739 % (4,38)) 71,57

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)

For the Years Ended December 31,
2006 2005 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
Net (loss)/incom $ (15,03) $ (5,340 $ 4,947
Adjustments to reconcile net (loss)/income to resthcprovided by (used in)

operating activities:

Depreciation and amortization 2,10¢ 1,71¢ 69C
Amortization of premium on investment securitiedl amortgage loans 2,48: 6,26¢ 1,667
Loss on sale of current period securitized loans 747 — —
Gain (loss) on sale of securities and related hedge 52¢ (2,207%) (939
Impairment loss on investment securities — 7,44( —
Stock compensation expense 832 1,90t 2,09¢
Forfeited shares-non cash — (499
Change in value of derivatives 28¢ (3,155 (3149
Loan losses 6,80( — —
Minority interest expense (26) — —
Loss on sale of fixed assets — 27 —
(Increase) decrease in operating assets:
Purchase of mortgage loans held for sale (222,90 — —
Origination of mortgage loans held for sale (1,841,01) (2,316,739 (1,435,341
Proceeds from sales of mortgage loans 2,059,98: 2,293,84i 1,386,12.
Deferred tax benefit (8,499 (8,549 (1,309
Due from loan purchasers 33,46: (41,909 (21,049
Escrow deposits-pending loan closings (2,380 14,80: (16,23¢)
Accounts and accrued interest receivable 7,18¢ 714 (12,846
Prepaid and other assets (1,58¢) (3,987 (2,217
Increase (decrease) in operating liabilities:
Due to loan purchasers 4,20¢ 1,301 (409
Accounts payable and accrued expenses (7,957 3,99( 12,17(
Other liabilities (459 (4,100 4,55
Net cash provided by (used in) operating activities 18,78: (53,969 (78,889
CASH FLOWS FROM INVESTING ACTIVITIES:
Restricted cash 2,317 (3,126 (2,129
Sale of investment securities — 225,32t 197,35(
Purchase of investment securities (388,399 (148,15() (1,533,51)
Purchase of mortgage loans held in securitizatiastd — (167,09) —
Principal repayments received on loans held inrstigation trust 191,67: 120,83! —
Proceeds from sale of investment securities 452,78( — —
Purchase of mortgage loans held for investment — — (94,767
Origination of mortgage loans held for investment — (558,559 (95,38¢)
Proceeds from sale of marketable securities — — 3,58(
Principal paydown on investment securities 162,18! 399,69 126,94«
Payments received on loans held for investment — 13,27¢ —
Purchases of property and equipment (1,469 (3,929 (3,460
Sale of fixed assets — 75 _
Net cash provided by (used in) investing activi 419,09: (121,64) (1,401,37)
CASH FLOWS FROM FINANCING ACTIVITIES:
Repurchase of common stock (300 — —

Proceeds from issuance of common stock — — 122,09:



Members’ contributions
(Decrease) increase in financing arrangements, net
Payments on subordinated notes due members
Dividends paid
Cash distributions to members
Issuance of subordinated debentures
Capital contributions from minority interest member
Net cash (used in) provided by financing activi
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS — Beginning of period
CASH AND CASH EQUIVALENTS — End of period
SUPPLEMENTAL DISCLOSURE
Cash paid for interest
NON CASH INVESTING ACTIVITIES
Non-cash purchase of fixed assets
NON CASH FINANCING ACTIVITIES
Reduction of subordinated notes due members
Dividends declared to be paid in subsequent period

Grant of restricted stock

1,30¢

(434,179 149,31! 1,380,17.
— — (13,70
(11,529 (17,256 (2,906
— — (3,135
45,00( —

42 — —
(445,96)) 177,05¢ 1,483,82:
(8,087 1,44: 3,56¢
9,05¢ 7,61¢ 4,047
96¢ 9,05¢ 7,61¢
76,90¢ 57,87: 11,70¢
— 16¢ —

— — 1,00(

90t 3,83¢ 4,347

— 271 1,97¢

See notes to consolidated financial statements.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollar amounts in thousands unless otherwise indated)

1. Summary of Significant Accounting Policies

Organization- New York Mortgage Trust, Inc. (“NYMT” or the “Copany”) is a fully-integrated, self-advised, residahnmortgage
finance company formed as a Maryland corporatioBaptember 2003. The Company earns net intereshi@érom residential mortgage-
backed securities and fixed-rate and adjustabiemairtgage loans and securities. The Company alss @et interest income from its
investment in and the securitization of certairfi-egljinated adjustable rate mortgage loans thadtrttee Company’s investment criteria. Until
March 31, 2007, when the Company exited the mogdeagding business, the Company originated mortgzayes through its wholly-owned
subsidiary, The New York Mortgage Company, LLC (“MZ") (see note 12 and note 21). Licensed or exdmpt licensing in 44 states and
the District of Columbia and through a network 6ffRll service branch loan origination locationsi®? satellite loan origination locations
that were licensed or pending state license appesvaf December 31, 2006, NYMC offered a broadjeaof residential mortgage products,
with a primary focus on prime, or high credit qtglresidential mortgages.

The Company is organized and conducts its opeatimgualify as a real estate investment trust (TREor federal income tax
purposes. As such, the Company will generally mosiibject to federal income tax on that portioitoincome that is distributed to
stockholders if it distributes at least 90% ofRiSIT taxable income to its stockholders by the date of its federal income tax return and
complies with various other requirements.

On February 25, 2005, the Company completed #&s lfian securitization of $419.0 million high-creduality, first-lien, adjustable rate
mortgage (“ARM”) loans, by contributing loans intew York Mortgage Trust 2005-1 (“NYMT ‘05-1 Trust'NYMT ‘05-1 Trust is a
wholly-owned subsidiary of NYMT. The securitizatioras structured as a secured borrowing, with thee-dif-credit financing used to
purchase and originate the mortgage loans andarefed through repurchase agreements upon sedioitiz&n March 15, 2005, the
Company closed a private placement of $25.0 miltibtrust preferred securities issued by NYM PnefdrTrust I. NYM Preferred Trust | is
wholly-owned subsidiary of NYMC. On July 28, 200&tCompany completed its second loan securitizati&?242.9 million of high-credit
quality, first-lien, ARM loans, by contributing loa to New York Mortgage Trust 2005-2 (“NYMT ‘05-2ust"). NYMT ‘05-2 Trust is a
wholly-owned subsidiary of NYMT. The securitizatioras structured as a secured borrowing, with tiee dif-credit financing used to
purchase and originate the mortgage loans andarefed through repurchase agreements upon sedioitiz&n September 1, 2005, the
Company closed a private placement of $20.0 milibpreferred securities issued by NYM Preferredstil. NYM Preferred Trust Il is a
wholly-owned subsidiary of NYMC. On December 2002@he Company completed its third loan securitimabf $235.0 million of high-
credit quality, first-lien, ARM loans, by contribng loans to New York Mortgage Trust 2005-3 (“NYNMI5-3 Trust”). NYMT ‘05-3 Trust is
a wholly-owned subsidiary of NYMT.

In connection with the sale of our wholesale maytgarigination platform assets on February 22, 2@¥the sale of our retail
mortgage lending platform on March 31, 2007 (SeteNd), during the fourth quarter of 2006, we silisd our Mortgage Lending segment
as a discontinued operation in accordance witlptheisions of Statement of Financial Accountingri@ds No. 144 "Accounting for the
Impariment or Disposal of Long-Lived Assets" ("SFAB. 144"). As a result, we have reported reveramnesexpenses related to the segment
as a discontinued operation and the related assdtBabilities as assets and liabilities relatethte discontinued operation for all periods
presented in the accompanying consolidated finhetatements. . Certain assets, such as the defexeasset, and certain liabilities, such as
subordinated debt and liabilities related to ledseidities not assigned to Indymac will becometdirthe ongoing operations of NYMTand
accordingly, we have not classified as a discoetihoperation in accordance with the provisionsfoAS No. 144. ( See note 12).

As used herein, references to the “Company,” “NYMWe,” “
its subsidiaries.

our” and “us” refer to New York Mortgagerist, Inc., collectively with

Basis of PresentationThe consolidated financial statements includeaitmunts of the Company subsequent to the IPGilaondnclude
the accounts of NYMC and NYMF prior to the IPO. &sesult, our historical financial results refléod financial operations of this prior
business strategy of selling virtually all of tliahs originated by NYMC to third parties. All intempany accounts and transactions are
eliminated in consolidation. Certain prior periad@unts have been reclassified to conform to cuperibd classifications.
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Concurrent with the closing of the Company'’s inipablic offering (“IPO”), 100,000 of the 2,750,08Bares exchanged for the equity
interests of NYMC, were placed in escrow througle@eber 31, 2004 and were available to satisfy adgmnification claims the Company
may have had against Steven B. Schnall, the Conp&mnairman, President and Co-Chief Executive @ffidoseph V. Fierro, the Chief
Operating Officer of NYMC, and each of their afiiles, as the contributors of NYMC, for losses inedias a result of defaults on any
residential mortgage loans originated by NYMC alu$ed prior to the completion of the IPO. As of Beber 31, 2004, the amount of
escrowed shares was reduced by 47,680 sharesseaping $493,000 for estimated losses on loangdlpsor to the Company’s IPO.
Furthermore, the contributors of NYMC amended ther@wv agreement to extend the escrow period toidkbee31, 2005 for the remaining
52,320 shares. On or about December 31, 2005stitewe period was extended for an additional ye@doember 31, 2006. During 2006 the
Company concluded that all indemnification clairakated to the escrowed shares have been deteramitetthat no additional losses were
incurred by the Company as a result of defaultaronresidential mortgage loans originated by NYM@ alosed prior completion of the
IPO. Accordingly, we have concluded that no furtinelemnification was necessary. The remaining 32 3fares were then released from
€sCrow.

Use of EstimatesThe preparation of financial statements in conféymiith accounting principles generally acceptethia United State
of America (“GAAP”) requires management to makeneates and assumptions that affect the reportediata@f assets and liabilities and
disclosure of contingent liabilities at the dateted financial statements and the reported amafrsvenues and expenses during the
reporting period. The Company’s estimates and agsans primarily arise from risks and uncertaintissociated with interest rate volatility,
prepayment volatility and credit exposure. Althouganagement is not currently aware of any factuswould significantly change its
estimates and assumptions in the near term, fehaerges in market conditions may occur which cealase actual results to differ
materially.

Cash and Cash Equivalent€ash and cash equivalents include cash on hamalrets due from banks and overnight deposits. The
Company maintains its cash and cash equivalentighly rated financial institutions, and at timbsse balances exceed insurable amounts.

Restricted Cash Restricted cash is held by counterparties aswoll for hedging instruments, collateralized dg#igations or
(“CDOs") and two letters of credit related to them@pany’s lease of its corporate headquarters. iRiestrcash collateralizing CDOs is
replaced by ARM loans within 30 days.

Investment Securities Available for Salehe Company'’s investment securities are residentortgage-backed securities comprised of
Ginnie Mae ("GNMA”) and “AAA”- rated adjustable-ratsecurities, including adjustable-rate loans hiaae an initial fixed-rate period.
Investment securities are classified as availaiisdle securities and are reported at fair valide uwnrealized gains and losses reported in
other comprehensive income (“OCIRealized gains and losses recorded on the satwedtment securities available for sale are basete
specific identification method and included in gamsale of securities and related hedges. Purghrasgums or discounts on investment
securities are accreted or amortized to interestrime over the estimated life of the investment sies using the interest method. Investment
securities may be subject to interest rate, cagifor prepayment risk.

When the fair value of an available for sale segusiless than amortized cost, management corssidieether there is an other-than-
temporary impairment in the value of the security(, whether the security will be sold prior te tiecovery of fair value). Management
considers at a minimum the following factors thmtth individually or in combination, could indicatee decline is “other-than-temporary:” 1)
the length of time and extent to which the marksdtig has been less than book value; 2) the fineoamlition and near-term prospects of the
issuer; or 3) the intent and ability of the Compaémyetain the investment for a period of time might to allow for any anticipated recovery
in market value. If, in management’s judgment, trepthan-temporary impairment exists, the costshafsthe security is written down to the
then-current fair value, and the unrealized loggaissferred from accumulated other comprehensieene as an immediate reduction of
current earnings (i.e., as if the loss had beelizeshin the period of impairment). Even thoughanedit concerns exist with respect to an
available for sale security, an other- ttamporary impairment may be evident if managemetgrdchines that the Company does not hawvi
intent and ability to hold an investment until agfcasted recovery of the value of the investment.

As of December 31, 2005, management concludeddhmséhe decision to potentially sell in the 1sader of 2006 certain of its
available for sale securities, that the declinthose securities was other-than-temporary. Accgigjrthe cost basis of those securities of
$395.7 million was written down to fair value andunrealized loss of $7.4 million was transfernehf accumulated other comprehensive
income as an impairment loss on investment seeariiti the accompanying consolidated statementexfatipns.
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Due from Loan Purchasers and Escrow Deposits - Pgndoan Closings Amounts due from loan purchasers are a receivablté
principal and premium due to us for loans sold stnigped but for which payment has not yet beenivedet period end. Escrow deposits
pending loan closing are advance cash fundingshg escrow agents to be used to close loans vitibimext one to three business days.

Mortgage Loans Held for SaleMortgage loans held for sale represent originatedgage loans held for sale to third party investdhe
loans are initially recorded at cost based on tirecipal amount outstanding net of deferred diggination costs and fees. The loans are
subsequently carried at the lower of cost or markkie. Market value is determined by examiningtartding commitments from investors
or current investor yield requirements, calculatacan aggregate loan basis, less an estimate obtte to close the loan, and the deferral of
fees and points received, plus the deferral ofctlimeigination costs. Gains or losses on saleses@gnized at the time title transfers to the
investor which is typically concurrent with therisder of the loan files and related documentatiwh @e based upon the difference between
the sales proceeds from the final investor andthested book value of the loan sold.

Mortgage Loans Held in Securitization Trustglortgage loans held in securitization trusts@dain ARM loans transferred to New
York Mortgage Trust 2005-1, New York Mortgage Tr2805-2 and New York Mortgage Trust 2005-3 thatehbgen securitized into
sequentially rated classes of beneficial interddtetgage loans held in securitization trusts ae@rded at amortized cost, using the same
accounting principles as those used for mortgageddneld for investment. Currently the Companyrktgned 100% of the securities issued
by New York Mortgage Trust 2005-1 and the New Ybtartgage Trust 2005-2 and the securities have Beaanced as a secured borrowing
under repurchase agreements. For our third seratiith, New York Mortgage Trust 2005-03, we solgeistment grade securities to third
parties, which are recorded as collateralized dbligations on the accompanying consolidated balaheet. For our fourth securitization,
Company sold residential mortgage loans of $277libmto New York Mortgage Trust 2006-1 in a seit@ation transaction structured as a
sale for accounting purposes on March 30, 2006.

Mortgage Loans Held for Investmenthe Company retains substantially all of the atdjule-rate mortgage loans originated by NYMC
that meet specific investment criteria and portfeéquirements. Loans originated and retaineder@bmpany’s portfolio are serviced
through a subservicer. Servicing is the functiamgrily consisting of collecting monthly paymentsrh mortgage borrowers, and disbursing
those funds to the appropriate loan investors.

Mortgage loans held for investment are recordedhdeferred loan origination fees and associatexttcosts and are stated at
amortized cost. Net loan origination fees and daset direct mortgage loan origination costs arferded and amortized over the life of the
loan as an adjustment to yield. This amortizatiariuides the effect of projected prepayments.

Interest income is accrued and recognized as rewahen earned according to the terms of the moett@ans and when, in the opinion
of management, it is collectible. The accrual eéiast on loans is discontinued when, in managemepinion, the interest is not collectible
in the normal course of business, but in no casenvtayment becomes greater than 90 days delindumants return to accrual status when
principal and interest become current and are igatied to be fully collectible.

Credit Risk and Allowance for Loan Losséihe Company estimates an allowance for loan fobased on management’s assessment of
probable credit losses in the Company’s investrperifolio of residential mortgage loans, mortgag@ns held for sale and mortgage loans
held for investment. These loans are individuallgleated for impairment. The allowance is basechupanagement’s assessment of various
credit-related factors, including current econogoaditions, loan-to-value ratios, delinquency stapurchased mortgage insurance and other
factors deemed to warrant consideration. If theiterformance of these mortgage loans previoredgrved deviates from expectations, the
allowance for loan losses is adjusted to a levelrds= appropriate by management to provide for estidnprobable losses in the portfolio.

The allowance will be maintained through ongoingvsions charged to operating income and will mioed by loans that are charged
off. As of December 31, 2006 the allowance for lazses totaled $4.0 million. Determining the alblmee for loan losses is subjective in
nature due to the estimation required.

Property and Equipment, NeProperty and equipment have lives ranging froradho ten years, and are stated at cost less atat@ch
depreciation and amortization. Depreciation is ghetieed in amounts sufficient to charge the coslagreciable assets to operations over their
estimated service lives using the straight-linehmét Leasehold improvements are amortized ovelegser of the life of the lease or service
lives of the improvements using the straight-linetinod.

Discontinued OperationThe Company entered into agreements to sell thégenge lending operations subsequent to Decemb&088,
and accordingly, as per the provisions of SFAS Ni@. will report the activities of the Mortgage Bamk Segment as a discontinued
operation. (see note 12).
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Financing Arrangements, Portfolio InvestmentsPortfolio investments are typically financed witpurchase agreements, a form of
collateralized borrowing which is secured by pditf@ecurities on the balance sheet. Such fingscare recorded at their outstanding
principal balance with any accrued interest duended as an accrued expense.

Financing Arrangements, Loans Held for Sale/forelstment— Loans held for sale or for investment are typgychhanced with
warehouse lines that are collateralized by loansriggnated or purchased from third parties. Sihiitancings are recorded at their outstan
principal balance with any accrued interest duend®d as an accrued expense.

Collateralized Debt ObligationsGDOs are securities that are issued and securédRbyloans. For financial reporting purposes, the
ARM loans and restricted cash held as collatemrecorded as assets of the Company and the CE0deded as the Company’s debt. The
transaction includes interest rate caps which ale by the securitization trust and recorded aasset or liability of the Company.

Securitized transactionsThe Company, as transferor, regularly securitizeggage loans and securities by transferring taadar
securities to entities (“Transferees”) which gettgrqualify under GAAP as “qualifying special purpmentities” (“QSPE's”) as defined under
Statement of Financial Accounting Standards (“SPASS. 140,Accounting for Transfers and Servicing of Finandakets and
Extinguishment of Liabilitie—a replacement of FASB Statement No. (1@% Balance Sheet Securitizations”). The QSPEsiésinvestment
grade and nomvestment grade securities. Generally, the investrgrade securities are sold to third party inmsstand the Company retai
the non-investment grade securities. If a transagtieets the requirements for sale recognition uGdeAP, and the Transferee meets the
requirements to be a QSPE, the assets transfertkd QSPE are considered sold, and gain or loggdgnized. The gain or loss is based on
the price of the securities sold and the estimig&d/alue of any securities and servicing riglggamed over the cost basis of the assets
transferred net of transaction costs. If subsedy#m Transferee fails to continue to qualify e®%PE, or the Company obtains the right to
purchase assets out of the Transferee, then thg&ogmmay have to include in its financial stateraesuich assets, or potentially, all the as
of such Transferee.

Subordinated Debenturessubordinated debentures are trust preferred secutfitat are fully guaranteed by the Company vatipect to
distributions and amounts payable upon liquidatiedemption or repayment. These securities assified as subordinated debentures in
liability section of the Company’s consolidateddrale sheet.

Derivative Financial InstrumentsThe Company has developed risk management pragaach processes, which include investments in
derivative financial instruments designed to manageket risk associated with its mortgage bankimg)its mortgage-backed securities
investment activities.

All derivative financial instruments are reportedeither assets or liabilities in the consoliddiathnce sheet at fair value. The gains and
losses associated with changes in the fair valueo¥atives not designated as hedges are repordrent earnings. If the derivative is
designated as a fair value hedge and is highlgtftein achieving offsetting changes in the faitue of the asset or liability hedged, the
recorded value of the hedged item is adjustedsbgtiainge in fair value attributable to the hedg®gd If the derivative is designated as a cash
flow hedge, the effective portion of change in thie value of the derivative is recorded in othemprehensive income (“OCI”) and is
recognized in the income statement when the heigedaffects earnings. The Company calculates ffieeteseness of these hedges on an
ongoing basis, and, to date, has calculated effautiss of approximately 100%. Ineffective portiahany, of changes in the fair value or ¢
flow hedges are recognized in earnings.

Risk ManagementDerivative transactions are entered into by the gamy solely for risk management purposes. The weca whethe
or not an economic risk within a given transactjonportion thereof) should be hedged for risk ngement purposes is made on a case-by-
case basis, based on the risks involved and cdlotors as determined by senior management, ingutim financial impact on income, asset
valuation and restrictions imposed by the InteRevenue Code among others. In determining whethieedge a risk, the Company may
consider whether other assets, liabilities, firrmagitments and anticipated transactions alreadyebéfsreduce the risk. All transactions
undertaken to hedge certain market risks are ehtate with a view towards minimizing the potentiat economic losses that could be
incurred by the Company. Under SFAS No. 133, “Actimg for Derivative Instruments and Hedging Adi®s”, as amended and interpret
(“SFAS No. 133"), the Company is required to forimalocument its hedging strategy before it may teleémplement hedge accounting for
qualifying derivatives. Accordingly, all qualifyingerivatives are intended to qualify as fair valmegash flow hedges, or free standing
derivatives. To this end, terms of the hedges arined closely to the terms of hedged items wighinkention of minimizing ineffectiveness.
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In the normal course of its mortgage loan origimatbusiness, the Company enters into contracttetdst rate lock commitments to
extend credit to finance residential mortgages s€remmitments, which contain fixed expiration dateecome effective when eligible
borrowers lock-in a specified interest rate wittime frames established by the Company’s origimatimedit and underwriting practices.
Interest rate risk arises if interest rates chdrej@een the time of the lock-in of the rate byltberower and the sale of the loan. Under SFAS
No. 133, the IRLCs are considered undesignatetke-standing derivatives. Accordingly, such IRLCs exeorded at fair value with changes
in fair value recorded to current earnings. Markiarket adjustments on IRLCs are recorded fromribeption of the interest rate lock
through the date the underlying loan is funded. feliirevalue of the IRLCs is determined by the ietdrrate differential between the contra
loan rate and the currently available market ratesf the reporting date.

To mitigate the effect of the interest rate riskd@rent in providing IRLCs from the lock-in datethe funding date of a loan, the Company
generally enters into forward sale loan contra¥SILC"). The FSLCs in place prior to the fundingafoan are undesignated derivatives
under SFAS No. 133 and are marked to market througtent earnings.

Derivative instruments contain an element of riskhie event that the counterparties may be unabigeet the terms of such agreements.
The Company minimizes its risk exposure by limitthg counterparties with which it enters into caants to banks, investment banks and
certain private investors who meet establisheditegd capital guidelines. Management does notebquey counterparty to default on its
obligations and, therefore, does not expect toriacy loss due to counterparty default. These camerits and option contracts are
considered in conjunction with the Company’s lowEcost or market valuation of its mortgage loaakiHor sale.

The Company uses other derivative instrumentsudicl treasury, agency or mortgalggecked securities forward sale contracts whicl
also classified as free-standing, undesignatedat@res and thus are recorded at fair value wighdiianges in fair value recognized in current
earnings.

Once a loan has been funded, the Company’s pringkypbjective for its mortgage loans held for saléo protect earnings from an
unexpected charge due to a decline in value. Thepgaay'’s strategy is to engage in a risk managepregram involving the designation of
FSLCs (the same FSLCs entered into at the timateflock) to hedge most of its mortgage loans f@ldale. The FSLCs have been
designated as qualifying hedges for the fundedd@end the notional amount of the forward deliveygteacts, along with the underlying rate
and critical terms of the contracts, are equivalerthe unpaid principal amount of the mortgage Ibaing hedged. The FSLCs effectively fix
the forward sales price and thereby offset intenast and price risk to the Company. Accordindiys €Company evaluates this relationship
quarterly and, at the time the loan is funded,sifees and accounts for the FSLCs as cash flow é&dg

Interest Rate RiskThe Company hedges the aggregate risk of inteasfluctuations with respect to its borrowingsjardless of the
form of such borrowings, which require paymentselasn a variable interest rate index. The Compamerally intends to hedge only the
risk related to changes in the benchmark inteadst(London Interbank Offered Rate (“LIBOR”) or ee@sury rate).

In order to reduce such risks, the Company enteéassiwap agreements whereby the Company recevatinfly rate payments in
exchange for fixed rate payments, effectively coting the borrowing to a fixed rate. The Comparsoatnters into cap agreements whereby,
in exchange for a fee, the Company is reimbursethferest paid in excess of a certain capped rate.

To qualify for cash flow hedge accounting, intemegé swaps and caps must meet certain critechdimg:

+ the items to be hedged expose the Company to sttexee risk; and
+ the interest rate swaps or caps are expecteddadeontinue to be highly effective in reducing @@mpany’s exposure to interest
rate risk.

The fair values of the Company’s interest rate sagqgements and interest rate cap agreementssaée ba market values provided by
dealers who are familiar with the terms of thesgrirments. Correlation and effectiveness are pieadlg assessed at least quarterly based
upon a comparison of the relative changes in thevédues or cash flows of the interest rate swaas caps and the items being hedged.

For derivative instruments that are designatedquadify as a cash flow hedge (i.e. hedging the syp®to variability in expected future
cash flows that is attributable to a particulak)ishe effective portion of the gain or loss o tterivative instruments are reported as a
component of OCI and reclassified into earninghésame period or periods during which the hedigetsaction affects earnings. The
remaining gain or loss on the derivative instruraéntexcess of the cumulative change in the presduae of future cash flows of the hedged
item, if any, is recognized in current earningsiniythe period of change.

With respect to interest rate swaps and caps that hot been designated as hedges, any net payometgss or fluctuations in the fair
value of, such swaps and caps, will be recognizediirent earnings.
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Termination of Hedging Relationship§he Company employs a number of risk managemenitoring procedures to ensure that the
designated hedging relationships are demonstraimfjare expected to continue to demonstrate laléngl of effectiveness. Hedge
accounting is discontinued on a prospective bé#issi determined that the hedging relationshipaslonger highly effective or expected to be
highly effective in offsetting changes in fair valof the hedged item.

Additionally, the Company may elect to undesigraateedge relationship during an interim period adesignate upon the rebalancing
of a hedge profile and the corresponding hedgé¢ioekhip. When hedge accounting is discontinueel Gbmpany continues to carry the
derivative instruments at fair value with changesorded in current earnings.

Other Comprehensive Incom®ther comprehensive income is comprised primarfilget income (loss) from changes in value of the
Company’s available for sale securities, and thasich of deferred gains or losses on changes ifathealue of derivative contracts hedging
future cash flows.

Gain on Sale of Mortgage Loanghe Company recognizes gain on sale of loanstsdkird parties as the difference between thessal
price and the adjusted cost basis of the loans witiertransfers. The adjusted cost basis of th@s$ancludes the original principal amount
adjusted for deferrals of origination and committferes received, net of direct loan originationtsqsaid.

Loan Origination Fees and Direct Origination Casthe Company records loan fees, discount poirdscentain incremental direct
origination costs as an adjustment of the cosh@ldan and such amounts are included in gain les sfloans when the loan is sold.
Accordingly, salaries, compensation, benefits amdroission costs have been reduced by $26.4 mifiéh,2 million and $20.5 milion for
the years ended December 31, 2006, 2005 and 28§kctively, because such amounts are considemedriantal direct loan origination
costs.

Brokered Loan Fees and Expensdhe Company records commissions associated watkebed loans when such loans are closed with
the borrower. Costs associated with brokered laa@®xpensed when incurred.

Loan Commitment FeesMortgage loans held for sale: fees receivedtierfinding of mortgage loans to borrowers at ptesgaditions
are deferred and recognized at the date at whhotin is sold. Mortgage loans held for investmeuth fees are deferred and recognized
into interest income over the life of the loan lthea the effective yield method.

Employee Benefits PlardThe Company sponsors a defined contribution fttae “Plan”) for all eligible domestic employeeselPlan
qualifies as a deferred salary arrangement undstid8e401(k) of the Internal Revenue Code. UnderRlan, participating employees may
defer up to 15% of their pre-tax earnings, subie¢he annual Internal Revenue Code contributimitliThe Company matches contributions
up to a maximum of 25% of the first 5% of salarmoyees vest immediately in their contribution aedt in the Company’s contribution at
a rate of 25% after two full years and then andnoental 25% per full year of service until fullysted at 100% after five full years of service.
The Company’s total contributions to the Plan w&9e3 million, $0.4 million and $0.2 million for theears ended December 31, 2006, 2005
and 2004 respectively.

Stock Based Compensatiobntil January 1, 2006he Company followed the provisions of SFAS No. 128 counting for Stock-Based
Compensation” (“SFAS No. 123") and SFAS No. 148¢ctAunting for Stock-Based Compensation, Trans#iot Disclosure” (“SFAS No.
148"). The provisions of SFAS No. 123 allow companiesegitih expense the estimated fair value of stoclongtor to continue to follow tr
intrinsic value method set forth in Accounting Riples Board Opinion No. 25, “Accounting for Stdskued to Employees” (“APB No. 25")
and disclose the pro forma effects on net incomssjlhad the fair value of the options been exgeridege Company, since its inception, has
elected not to apply APB No. 25 in accounting ferstock option incentive plans and has expensed $tased compensation in accordance
with SFAS No. 123.

In December, 2004 the Financial Accounting Stansl&uolrd (“FASB”) issued SFAS No. 123R, “Share-BaBagiment,” (“SFAS No.
123R”) which requires all companies to measure amsgtion costs for all share-based payments, imguemployee stock options, at fair
value. This statement was effective for the Compaitly the quarter beginning January 1, 2006. Thaptdn of SFAS No. 123R did not ha
a material impact on the Company’s consolidatedrfaial statements.

Marketing and Promotion The Company charges the costs of marketing, ptiomand advertising to expense in the period irexir

Income Taxes The Company operates so as to qualify as a REt#lEthe requirements of the Internal Revenue CRdquirements for
qualification as a REIT include various restricam ownership of the Company’s stock, requiremeotgerning distribution of taxable
income and certain restrictions on the nature sétssand sources of income. A REIT must distrilatifeast 90% of its taxable income to its
stockholders of which 85% plus any undistributesanis from the prior year must be distributed witthie taxable year in order to avoid the



imposition of an excise tax. The remaining balameg extend until timely filing of the Company’s teeturn in the subsequent taxable
year. Qualifying distributions of taxable income aeductible by a REIT in computing taxable inco
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NYMC changed its tax status upon completion oflf® from a non-taxable limited liability companyddaxable REIT subsidiary and
therefore subsequent to the IPO, is subject toatatp Federal income taxes. Accordingly, defereadassets and liabilities are recognized for
the future tax consequences attributable to diffees between the financial statement carrying atsafrexisting assets and liabilities and
their respective tax base upon the change in tanstDeferred tax assets and liabilities are medsusing enacted tax rates expected to ¢
to taxable income in the years in which those tenayodifferences are expected to be recoveredttedeThe effect on deferred tax assets
and liabilities of a change in tax rates is recegdiin income in the period that includes the enaat date.

Earnings Per ShareBasic earnings per share excludes dilution amémsputed by dividing net income available to commo
stockholders by the weighted-average number ofeshafrcommon stock outstanding for the period. teduearnings per share reflects the
potential dilution that could occur if securitiesather contracts to issue common stock were es@dadr converted into common stock or
resulted in the issuance of common stock that siraned in the earnings of the Company.

New Accounting Pronouncementin-ebruary 2007, the FASB issued SFAS No. 15Be Fair Value Option for Financial Assets
and Financial Liabilities” (“SFAS No. 159”), which provides companies withaption to report selected financial assets andlili@s at fair
value. The objective of SFAS No. 159 is to redusthlzomplexity in accounting for financial instrunte and the volatility in earnings caus
by measuring related assets and liabilities diffdye SFAS No. 159 establishes presentation antdadisre requirements and requires
companies to provide additional information thalt telp investors and other users of financialestagnts to more easily understand the e
of the company's choice to use fair value on itaiags. SFAS No. 159 also requires entities toldisfhe fair value of those assets and
liabilities for which the company has chosen to fagevalue on the face of the balance sheet. SNASL59 is effective for financial
statements issued for fiscal years beginning &ftarember 15, 2007 and early adoption is permittedi$cal years beginning on or before
November 15, 2007 provided that the entity makas ¢hoice in the first 120 days of the fiscal yéms not issued financial statements for
interim period of the fiscal year of adoption angbaelects to apply the provisions of SFAS No. THYe Company is in the process of
analyzing the impact of SFAS No. 159 on its comtaikd financial statements.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS No.157"). SFAS Na@.Htefines fair value,
establishes a framework for measuring fair valugeinerally accepted accounting principles and expdisclosures about fair value
measurements. SFAS No.157 will be applied undesrathcounting principles that require or permit f@lue measurements, as this is a
relevant measurement attribute. This statement doieequire any new fair value measurements. Weadpt the provisions of
SFAS No.157 beginning January 1, 2008. We are itlyrevaluating the impact of this statement on @nisolidated financial statements.

In September 2006, the SEC issued SAB No. 108nsidering the Effects of Prior Year Misstatenseewhen Quantifying
Misstatements in Current Year Financial Stater’ (“SAB 108"), on quantifying financial statement rsiigtements. In summary, SAB 108
was issued to address the diversity in practiGvafuating and quantifying financial statement maigsnents and the related accumulation of
such misstatements. SAB 108 states that both admkheet approach and an income statement apmibaghl be used when quantifying
and evaluating the materiality of a potential n@gsient and contains guidance for correcting ewnder this dual perspective. SAB 108 is
effective for financial statements issued for flgears ending after November 15, 2006. The adofdSAB 108 did not have a material
effect on the Company's consolidated financiakshants.

In June 2006, FASB issued FASB Interpretation N&g.“Accounting for Uncertainty in Income Taxes —iaterpretation of FASB
Statement No. 109” (“FIN 48"). This interpretatiortreases the relevancy and comparability of firnmeporting by clarifying the way
companies account for uncertainty in income tak#s.48 prescribes a consistent recognition threshold measurement attribute, as well as
clear criteria for subsequently recognizing, degmizing and measuring such tax positions for finalrgtatement purposes. The interpretation
also requires expanded disclosure with respetteancertainty in income taxes. FIN 48 is effecfiveus on January 1, 2007 . The Company
does not expect the adoption of FIN 48 to have teri@ effect on the Company ' s consolidated firiahstatements.

In March 2006, the FASB issued SFAS No. 156, “Actmg for Servicing of Financial Assets an amendinoé-ASB Statement No.
140.” Effective at the beginning of the first quaarbf 2006, the Company early adopted the newlyedstatement and elected the fair value
option to subsequently measure its mortgage sag/itghts (‘MSRs”). Under the fair value optionl @hanges in the fair value of MSRs are
reported in the statement of operations. The iritiplementation of SFAS 156 did not have a matémig@act on the Company’s consolidated
financial statements.

In February 2006, the FASB issued SFAS No.155, teding for Certain Hybrid Financial Instrument&ey provisions of SFAS
No.155 include: (1) a broad fair value measureroetibn for certain hybrid financial instrumentsticantain an embedded derivative t
would otherwise require bifurcation; (2) clarifigat that only the simplest separations of intepagtments and principal payments qualify for
the exception afforded to interest-only strips pridcipal-only strips from derivative accountingdem paragraph 14 of FAS No.133 (thereby
narrowing such exception); (3) a requirement thetdficial interests in securitized financial asset@nalyzed to determine whether they are
freestanding derivatives or whether they are hylmstruments that contain embedded derivativesiriagibifurcation; (4) clarification that



concentrations of credit risk in the form of sukinadion are not embedded derivatives; and (5) elitidn of the prohibition on a QSPE
holding passive derivative financial instrumentstthertain to beneficial interests that are or awna derivative financial instrument. In
general, these changes will reduce the operatmmmaplexity associated with bifurcating embeddedvagives, and increase the number of
beneficial interests in securitization transactjonsluding interest-only strips and principal-oslyips, required to be accounted for in
accordance with FAS No0.133. Management does n@veethat SFAS No0.155 will have a material effetttioe Company’s consolidated

financial statements.
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2. Investment Securities Available For Sale

Investment securities available for sale consisheffollowing as of December 31, 2006 and Decertte2005 (dollar amounts in
thousands):

December 31, December 31,

2006 2005
Amortized cost $ 49277 $ 720,58
Gross unrealized gains 623 1
Gross unrealized losses (4,439 (4,102
Fair value $ 488,96: $ 716,48:

As of December 31, 2006, none of the remaining rigesi with unrealized losses have been deemed tther-than-temporarily
impaired. The Company has the intent and belieMeas the ability to hold such investment secugitiatil recovery of their amortized cost.
Substantially all of the Company’s investment siigg available for sale are pledged as collateraborrowings under financing
arrangements (see note 8). The amortized costdmkitrDecember 31, 2005 included approximately &388llion of certain lower-yielding
mortgage agency securities (with rate resets sftlesn two years) that the Company had concluded ibnger had the intent to hold until
their values recovered. Upon such determinatianGbmpany recorded an unrealized impairment [0$§ @f million for the three months
ended December 31, 2005. During the first quart@006, all of such designated securities were abkh additional loss of $1.0 million.

The following table sets forth the stated reseigulsrand weighted average yields of our investrseatrities at December 31, 2006
(dollar amounts in thousands):

More than 6 Months More than 24 Months
Less than 6 Months to 24 Months to 60 Months Total
Weighted Weighted Weighted Weighted
Carrying Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield
Agency REMIC CMO Floating Rate $ 163,89¢ 6.4(% $ — — 3 = — $163,89¢ 6.4(%
Private Label Floaters 22,28¢ 6.4€% — — — — 22,28« 6.4€%
Private Label ARMs 16,67: 5.6(%  78,56¢ 5.8(% 183,61: 5.6 278,85( 5.6&%
NYMT Retained Securitie 6,02¢ 7.12% — — 17,90¢ 7.8%  23,93( 7.6€%
Total/Weighted Average $ 208,87! 6.371% $ 78,56¢ 5.8(% $ 201,51t 5.84% $ 488,96 6.0€%

The NYMT retained securities includes $2.0 milliofrresidual interests related to the NYMT 20064dhngaction. The residual interest
carrying-values are determined by obtaining degletes.

The following table sets forth the stated resetgasrand weighted average yields of our investrseatrities at December 31, 2005
(dollar amounts in thousands):

Less than More than 6 Months More than 24 Months
6 Months To 24 Months To 60 Months Total
Weighted Weighted Weighted Weighted
Carrying Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield
Agency REMIC CMO Floating Rate $ 13,53t 5.45%$ — — $ — — $ 13,53t 5.45%
FHLMC Agency ARMs — — 91,21 3.82% — — 91,217 3.82%
FNMA Agency ARMs — — 297,04t 3.91% — — 297,04 3.91%
Private Label ARMs — — 57,60¢ 4.22% 257,07 4.57% 314,68; 4.51%
Total/Weighted Average $ 13,53t 5.45%$ 445,87( 3.95%%$ 257,07" 4.57%%$ 716,48: 4.1%

The following table’s presents the Company’s inmesit securities available for sale in an unrealined position, aggregated by
investment category and length of time that indigidsecurities have been in a continuous unreal@sEiposition at December 31, 2006 and
December 31, 2005 (dollar amounts in thousands):



December 31, 2006

Less than 12 Months 12 Months or More Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Agency REMIC CMO Floating Rate $ 96€ $ 2% 1,841 % 4 % 2,807 $ 6
Private Label Floaters 22,28¢ 80 — — 22,28¢ 80
Private Label ARMs 30,38¢ 38 248,46! 4,227 278,85( 4,26t
NYMT Retained Securitie 7,49¢ 87 — — 7,49¢ 87
Total $ 61,13 $ 207 $ 250,30¢ $ 4231 $ 311,44( $ 4,43¢
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December 31, 2005

Less than 12 Months 12 Months or More Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Agency REMIC CMO Floating Rate $ 11,76. $ 19 $ — % — % 11,76. $ 19
Private Label ARMs 48,64: 20¢ 270,12: 3,88( 318,76t 4,08
Total $ 60,40: $ 222 $ 270,12: $ 3,88( $ 330,52 $ 4,102

3. Mortgage Loans Held For Sale (discontinued, see rofl2)

Mortgage loans held for sale consist of the follogvas of December 31, 2006 and December 31, 2@Mardmounts in thousands):

December 31, December 31,
2006 2005
Mortgage loans principal amount $ 110,80: $ 108,24
Deferred origination costs - net 13¢ 27
Allowance for loan losses (4,042 _
Mortgage loans held for sale $ 106,90 $ 108,27:

Substantially all of the Company’s mortgage loaekl fior sale are pledged as collateral for borrgwinnder financing arrangements
(Note 9).

The following table presents the activity in then@any's allowance for loan losses for the year @fmcember 31, 2006. There was no
allowance for the year ended December 31, 2005.

December 31, 2006

Balance at beginning of peri $ -
Provisions for loan losse (5,040
Chargroffs 99¢
Balance of the end of peric $ (4,042)

4. Mortgage Loans Held in Securitization Trusts

Mortgage loans held in securitization trusts cdansfishe following at December 31, 2006 and Decen®ie 2005 (dollar amounts in
thousands):

December 31, 20C December 31, 2005

Mortgage loans principal amount $ 584,35¢ $ 771,45:
Deferred origination costs - net 3,80z 5,15¢
Total mortgage loans held in securitization trusts $ 588,16( $ 776,61(

Substantially all of the Company’s mortgage loaekl fin securitization trusts are pledged as caltdter borrowings under financing
arrangements (Note 8) or for the collateralized ddigation (Note 10).

The following sets forth delinquent loans in ourtfmlio as of December 31, 2006 and December 3@5Z@ollar amounts in thousands):

December 31, 2006

Number of Total % of Loan
Days Late Delinquent Loans Dollar Amount Portfolio

30-60 1 3 16€ 0.05%
61-90 1 19: 0.0%%




90+ 5 % 6,44¢ 1.1(%
December 31, 2005
Number of Total % of Loan
Days Late Delinquent Loans Dollar Amount Portfolio
30-60 1 % 19¢ 0.02%
61-90 — — —
90+ 3 3 1,771 0.22%

F-16




5. Mortgage Loans Held For Investment

There were no Mortgage loans held for investmetestember 31, 2006. Mortgage loans held for investrnonsist of the following at
December 31, 2005 (dollar amounts in thousands):

December 31,

2005
Mortgage loans principal amount $ 4,054
Deferred origination cost-net 6
Total mortgage loans held for investment $ 4,06(

Substantially all of the Company’s mortgage loaelsl fior investment as of December 31, 2005 werdgad as collateral for borrowings
under financing arrangements (note 9).

6. Property and Equipment — Net (discontinued, see net12)
Property and equipment consist of the followinggBecember 31, 2006 and December 31, 2005 (datterunts in thousands):

December 31, December 31,

2006 2005
Office and computer equipment $ 7,80C $ 6,292
Furniture and fixtures 2,20(C 2,30¢
Leasehold improvements 1,491 1,42¢
Total premises and equipment 11,49 10,027
Less: accumulated depreciation and amortization (4,975 (3,145
Property and equipment - net $ 6,51€ $ 6,88

7. Derivative Instruments and Hedging Activities

The Company enters into derivatives to managaiesest rate and market risk exposure associatbdtaimortgage banking and its
mortgage-backed securities investment activitieshé normal course of its mortgage loan origimabasiness, the Company enters into
contractual IRLCs to extend credit to finance restthl mortgages. To mitigate the effect of theiiest rate risk inherent in providing IRLCs
from the lock-in date to the funding date of a lodue Company generally enters into FSLCs. Witlarddo the Company’s mortgage-backed
securities investment activities, the Company ustesest rate swaps and caps to mitigate the sffifatnajor interest rate changes on net
investment spread.

The following table summarizes the estimated falug of derivative assets and liabilities as of &eber 31, 2006 and December 31,
2005 (dollar amounts in thousands):

December 31, December 31,

2006 2005
Derivative Assets:
Continuing Operation:
Interest rate caps $ 1,048 % 2,16:%
Interest rate swaps 621 6,38
Total derivative assets, continuing operations 1,66¢ 8,54¢
Discontinued Operation:
Interest rate caps 96€ 1,17
Forward loan sale contracts - loan commitments 48 —
Forward loan sale contracts - mortgage loans lulddle 39 —
Forward loan sale contracts - TBA securities 84 —
Interest rate lock commitments - loan commitments — 122

Total derivative assets, discontinued operation 1,137 1,30C



Total derivative assets $ 280 $ 9,84¢

Derivative liabilities:
Discontinued Operation:
Forward loan sale contracts - loan commitments $

— 3 (39)

Forward loan sale contracts - mortgage loans lulddle — (18)
Forward loan sale contracts - TBA securities — (329
Interest rate lock commitments - loan commitments (11¢) —
Interest rate lock commitments - mortgage loand fel sale (98) (14)
Total derivative liabilities, discontinued operatimn $ (21¢) $ (399
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The notional amounts of the Company’s interest sataps, interest rate caps and forward loan sal@sacts as of December 31, 2006
were $285.0 million, $1.5 billion and $142.1 mitliorespectively

The notional amounts of the Company’s interest sataps, interest rate caps and forward loan sal@sacts as of December 31, 2005
were $645.0 million, $1.9 billion and $51.8 milliorespectively.

The Company estimates that over the next twelvetihspapproximately $1.6 million of the net unreatimyains on the interest rate sw
will be reclassified from accumulated OCI into eags.

8. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreemightshird party financial institutions to finandts residential mortgage-backed
securities and mortgage loans held in the secatibiz trusts. The repurchase agreements are ghortborrowings that bear interest rates
based on a spread to LIBOR, and are secured besigential mortgage-backed securities and mortgges held in the securitization trusts
which they finance. At December 31, 2006, the Camgead repurchase agreements with an outstandiagdeof $815.3 million and a
weighted average interest rate of 5.37%. As of Bdosr 31, 2005, the Company had repurchase agregmvéhtan outstanding balance of
$1.2 billion and a weighted average interest r&#e37%. At December 31, 2006 and 2005 securitiesraortgage loans pledged as collateral
for repurchase agreements had estimated fair vafud850.6 million and $1.2 billion, respectivelys of December 31, 2006 all of the
repurchase agreements will mature within 30 dayth, weighted average days to maturity equal to &lsdThe Company has available to it
$5.1 billion in commitments to provide financingsdugh such arrangements with 23 different couaiigs.

The follow table summarizes outstanding repurcl@geement borrowings secured by portfolio investan of December 31, 2006 ¢
December 31, 2005 (dollars amounts in thousands):

Repurchase Agreements by Counterparty

December 31, December 31,

Counterparty Name 2006 2005

Citigroup Global Markets Inc. $ — 3 200,00(
Countrywide Securities Corporation 168,21 109,63:
Credit Suisse First Boston LLC — 148,13:
Deutsche Bank Securities Inc. — 205,23
Goldman, Sachs & Co. 121,82 —
HSBC — 163,78:
J.P. Morgan Securities Inc. 33,63: 37,48
Nomura Securities International, Ir 156,35: —
SocGen/SG Americas Securities 87,99t —
WaMu Capital Corp — 158,45
West LB 247,29: 143,78
Total Financing Arrangements, Portfolio Investments $ 815,31 $ 1,166,49
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9. Financing Arrangements, Mortgage Loans Held for Sa/for Investment

Financing arrangements secured by mortgage loddddresale or for investment consist of the follog as of December 31, 2006, and
December 31, 2005 (dollar amounts in thousands):

December 31, December 31,
2006 2005

$250 million master repurchase agreement with GrvegnCapital expired on February 4, 2007

bearing interest at one-month LIBOR plus spreanis f9.75% to 1.25% (5.137% at Decemb:

31, 2005). Principal repayments are required 13@ d@am the funding date. (a) $ — 3 81,571 (c)
$200 million master repurchase agreement with C&kiring on June 29, 2007 bearing interest

daily LIBOR plus spreads from 0.75% to 2.000% dejiem on collateral (6.36% at Decembe

31, 2006 and 5.28% at December 31, 2005). Prinogpelyments are required 90 days from

funding date 106,80: 143,60¢
$300 million master repurchase agreement with DeuRank Structured Products, Inc. expiring

March 26, 2007 bearing interest at 1 month LIBO&S@preads from 0.625% to 1.25%

depending on collateral (6.0% at December 31, 2@@@)cipal payments are due 120 days f

the repurchase date. (b) 66,17:

Total Financing Arrangements $ 17297. $ 225,18t

(&) Management did not seek renewal of this facilityalhtexpired February 4, 2007.

(b) The line was paid in full and mutually terminatedMarch 26, 2007.

(c) Includes $3,969 of warehouse financing not reléediscontinued operations.

The lines of credit are secured by all of the magtgyloans held by the Company, except for the lbatdsin the securitization trusts. The
lines contain various covenants pertaining to, agnather things, maintenance of certain amountsbfworth, periodic income thresholds
working capital. As of December 31, 2006, the Conypaas in compliance with all covenants with theeption of the net income covenant
on the CSFB, Greenwich and Deutche Bank facilied waivers have been obtained from these insfitsitiAs these annual agreements are
negotiated for renewal, these covenants may bledurodified. The agreements are each renewablea#ipnbut are not committed, mean
that the counterparties to the agreements may vaithdccess to the credit facilities at any time.

10. Collateralized Debt Obligations

The Company’s CDOs are secured by ARM loans pledgembllateral. The ARM loans are recorded as setas the Company and the
CDOs are recorded as the Company’s debt. The C&@drction includes an amortizing interest ratecgagract with a notional amount of
$187.5 million as of December 31, 2006 and a natiamount of $230.6 million as of December 31, 2@@5ch is recorded as an asset of
Company. The interest rate cap limits interest eafgosure on these transactions. As of Decemb&t(®5 and December 31, 2005, the
Company had CDOs outstanding $197.4 million andB&illion, respectively. As of December 31, 2@G0f®I December 31, 2005 the
current weighted average interest rate on these £W&s 5.72% and 4.74%, respectively. The CDOsdlateralized by ARM loans with a
principal balance of $204.6 million and $235.0 faill at December 31, 2006 and December 31, 2008ectsely.

11. Subordinated Debentures

On September 1, 2005 the Company closed a privatempent of $20.0 million of trust preferred setiesito Taberna Preferred Funding I,
Ltd., a pooled investment vehicle. The securitiesenssued by NYM Preferred Trust Il and are fglliaranteed by the Company with respect
to distributions and amounts payable upon liquatatredemption or repayment. These securities adived interest rate equal to 8.35% up
to and including July 30, 2010, at which point thierest rate is converted to a floating rate etmaine-month LIBOR plus 3.95% until
maturity. The securities mature on October 30, 20%bmay be called at par by the Company any tiitee @ctober 30, 2010. In accordance
with the guidelines of SFAS No. 150 “Accounting foertain Financial Instruments with Characteristitboth Liabilities and Equity”, the
issued preferred stock of NYM Preferred Trust I$ haen classified as subordinated debentures irathility section of the Company’s
consolidated balance sheet.
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On March 15, 2005 the Company closed a privatesptent of $25.0 million of trust preferred secustie Taberna Preferred Funding |, Ltd.,
a pooled investment vehicle. The securities weseed by NYM Preferred Trust | and are fully guaesut by the Company with respect to
distributions and amounts payable upon liquidatiedemption or repayment. These securities halgatrfg interest rate equal to three-
month LIBOR plus 3.75%, resetting quarterly (9.1@%ecember 31, 2006 and 7.77% at December 31) 2008 securities mature on

March 15, 2035 and may be called at par by the Gmyjany time after March 15, 2010. NYMC entered & interest rate cap agreement to
limit the maximum interest rate cost of the trusfprred securities to 7.5%. The term of the irderate cap agreement is five years and reset
quarterly in conjunction with the reset periodgshaf trust preferred securities. The interest rafeagreement is accounted for as a cash flow
hedge transaction in accordance with SFAS No.IBactordance with the guidelines of SFAS No. 156c@unting for Certain Financial
Instruments with Characteristics of both Liabiktiend Equity”, the issued preferred stock of NYMfBrred Trust | has been classified as
subordinated debentures in the liability sectiothef Company’s consolidated balance sheet.

12. Discontinued Operation

In connection with the sale of our wholesale maytgarigination platform assets on February 22, 280d the sale of our ret
mortgage lending platform on March 31, 20@iuring the fourth quarter of 2006, we classified dliortgage Lending segment a
discontinued operation in accordance with the miowis of Statement of Financial Accounting Standddd. 144. As a result, we h:
reported revenues and expenses related to the segsa discontinued operation and the relatedsaasd liabilities as assets and liabili
related to a discontinued operation for all peripdssented in the accompanying consolidated fimdustatements. Certain assets, such &
deferred tax asset, and certain liabilities, sustsabordinated debt and liabilities related to deafacilities not assigned to Indymac
become part of the ongoing operations of NYMT andoadingly, we have not included these items as giathe discontinued operation
accordance with the provisions of SFAS No. 144.

The components of Assets related to the discontind®peration as of December 31, 2006 and 2005 arefaows (dollar amounts in
thousands):

December 31, 2006 December 31, 2005

Restricted cash $ 1,068 $ 51¢
Due from loan purchasers 88,35! 121,81:
Escrow deposits-pending loan closings 3,81« 1,43¢
Accounts and accrued interest receivable 2,48¢ 4,96¢
Mortgage loans held for sale (see note 3) 106,90( 108,27:
Prepaid and other assets 4,65¢ 3,68¢
Derivative assets 1,137 1,30(C
Property and equipment, net (see note 6) 6,51¢€ 6,882

$ 214,92 $ 248,87

The components of Liabilities related to the discaimued operation as of December 31, 2006 and 200geas follows (dollar amounts ir
thousands):

December 31, 2006 December 31, 2005

Financing arrangements, loans held for sale /feestment (see note 9) $ 172,97. $ 221,21°
Due to loan purchasers 8,33¢ 1,762
Accounts payable and accrued expenses 6,34¢ 8,16:
Derivative liabilities (see note 7) 21€ 394
Other liabilities 117 38¢

$ 187,98 $ 231,92!

The combined results of operations of the asseatdiahilities related to the discontinued operatfonthe years ended December
2006, 2005 and 2004 are as follows (dollar amoumtisousands):

For the Year Ended December 31,
2006 2005 2004

REVENUES:



Net interest incom

Gain on sale of mortgage loans
Loan losses

Brokered loan fees

Other (expense) income

Total net revenues

EXPENSES:

Salaries, commissions and benefits
Brokered loan expenses
Occupancy and equipment
General and administrative

Total expenses

(LOSS)/INCOME BEFORE INCOME TAX BENEFIT
Income tax benefit

NET (LOSS)/INCOME
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3,52 4,49¢ $ 3,362
17,98’ 26,78: 20,83t
(8,226) — —
10,93’ 9,991 6,89t

(294, 231 834
23,92¢ 41,50 31,92¢
21,71 29,04¢ 16,73¢

8,271 7,54¢ 5,27€

5,077 6,07¢€ 3,107
14,55 16,05: 10,01¢
49,61 58,71t 35,13

(25,69)) (17,21) (3,211
8,49+ 8,54¢ 1,25¢
(17,19% ¢ (8,662 g (1,957




13. Commitments and Contingencies

Loans Sold to InvestorsThe Company is not exposed to long term creslit on its loans sold to investors. In the normairse of
business however, the Company is obligated to ofyaise loans based on violations of representagiodsvarranties, or early payment
defaults.

Loans Funding and Delivery Commitmentst December 31, 2006 and December 31, 2005 tmepaay had commitments to fund loans
with agreed-upon rates totaling $104.3 million 180.3 million, respectively. The Company hedgesititerest rate risk of such
commitments and the recorded mortgage loans hekhafe balances primarily with FSLCs, which tota$dd?2.1 million and $51.8 million at
December 31, 2006 and December 31, 2005, resplycfivee remaining commitments to fund loans withesgl-upon rates are anticipated to
be sold through optional delivery contract invegtaygrams. The Company does not anticipate anyriabtesses from such sales.

Outstanding Litigatiorr The Company is involved in litigation arisingtime normal course of business. Although the amotiahy
ultimate liability arising from these matters cahpoesently be determined, the Company does natipate that any such liability will have a
material effect on its consolidated financial statats.

Leases The Company leases its corporate offices andicer¢tail facilities and equipment under shortrtéease agreements expiring at
various dates through 2013. All such leases arewnted for as operating leases. Total rental exp@rgproperty and equipment amounted to
$4.8 million, $4.6 million and $3.3 million for theears ended December 31, 2006, 2005 and 2004atasgly. On February 11, 2005, the
Company signed a letter of intent to enter intalakease for its former headquarters space at 304 Avenue in New York. The Company’s
remaining contractual obligation to the landlordtbis lease is $1.8 million. The sub-lease tenalithave a contractual rent obligation to the
Company under the sub-lease of $1.0 million. Tidagaction was completed in late March 2005. Adegtyg, during the first quarter of
2005, the Company recognized a charge of $0.8amitlb earnings.

On November 13, 2006 the Company entered into aigAment and Assumption of Sublease and an Escigreeinent, each with
Lehman Brothers Holdings Inc. (“Lehman”) (colledly, the “Agreements”). Under the Agreements, tieenBany assigned and Lehman has
assumed the sublease for the Company’s corporatigbarters at 1301 Avenue of the Americas. Purdoahte Agreements, Lehman will
fund an escrow account in the amount of $3.0 milfiar the benefit of NYMC. Pending the consenttaf tandlord to the assignment, the full
escrow amount will be released to the Companwyi&dates the leased space on or before May 1, Fab&2ach month beginning in May
2007 that the Company remains in occupation oféhsed space, the escrow amount payable to NYMibwileduced by $200,000. The
Company intends to relocate its corporate headersaid a smaller facility at a location that is tebe determined.

As of December 31, 2006 obligations under non-daibte operating leases that have an initial terrmofe than one year are as follows
(dollar amounts in thousands):

Continuing Discontinued

Year Ending December 31, operations operation Total
2007 $ 2550 $ 2,761 $ 5,311
2008 2,46¢ 1,98¢ 4,45¢
2009 2,44( 1,041 3,481
2010 2,371 637 3,014
2011 — 294 294
Thereafter — 357 357

$ 9,83 $ 7,078 $ 16,91(
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Letters of Credit NYMC maintains a letter of credit in the amouh$&00,000 in lieu of a cash security deposit foio#fice lease dated
June 1998 for the Company'’s former headquarteegéacat 304 Park Avenue South in New York City. $ake beneficiary of this letter of
credit is the owner of the building, 304 Park Averputh LLC. This letter of credit is secured bgttdeposited in a bank account mainta
at Signature Bank.

Subsequent to the move to a new headquartersdadgatNew York City in July 2003, in lieu of a casécurity deposit for the office le:
we entered into an irrevocable transferable |etteredit in the amount of $313,000 with PricewhterseCoopers, LLP (sublandlord),as
beneficiary. This letter of credit is secured bgltdeposited in a bank account maintained at HSB®R.b

14. Related Party Transactions

Upon completion of the ComparsylPO and acquisition of NYMC, Steven B. Schnall doseph V. Fierro, the former owners of NYN
were entitled to a distribution of NYMC's retainedrnings through the close of the Company’s IPQure 29, 2004, not to exceed $4.5
million. As a result, a distribution of $2.4 milhka($0.4 million of retained earnings as of March 3004 plus an estimate of $2.0 million for
NYMC's earnings through June 29, 2004) was made tfotheer owners upon the close of the IPO. The sulessoearnings and elimination
of distributions and unrealized gains and losseibatable to NYMC for the period prior to June 2804 equated to a distribution
overpayment of $1.3 million, for which Messrs. Salhand Fierro reimbursed the Company immediatelgruthe finalization of the
overpayment calculation in July 2004.

Steven B. Schnall owns a 48% membership interestlaseph V. Fierro owns a 12% membership inteneSenturion Abstract, LLC
(“Centurion”), which provides title insurance bro&ige services for certain title insurance providérem time to time, NYMC refers its
mortgage loan borrowers to Centurion for assistamodbtaining title insurance in connection witleithmortgage loans, although the
borrowers have no obligation to utilize Centuriosévices. When NYMC'’s borrowers elect to utilizen@urion’s services to obtain title
insurance, Centurion collects various fees andrigmoof the title insurance premium paid by therbwer for its title insurance. Centurion
received $13,323, $0.6 million and $0.6 milliorfées and other amounts from NYMC borrowers fonjtbars ended December 31, 2006,
December 31, 2005 and December 31, 2004 respactN¥IMC does not economically benefit from sucheredls.

15. Concentrations of Credit Risk

The Company has originated loans predominantliiéneiastern United States. Loan concentrationsomsdered to exist when there are
amounts loaned to a multiple number of borrowets wimilar characteristics, which would cause tladility to meet contractual obligations
to be similarly impacted by economic or other ctinds. At December 31, 2006 and December 31, 20@5e were geographic

concentrations of credit risk exceeding 5% of thitaltloan balances within mortgage loans held &be as follows:

December 31, December 31,

2006 2005
New York 20.9% 43.(%
Massachusetts 17.5%% 17.&%
New Jerse) 12.2% 5.1%
Connecticut 7.5% 5.8%
Florida 6.8% 9.7%

At December 31, 2006 and December 31, 2005, there geographic concentrations of credit risk exicegpf% of the total loan
balances within mortgage loans held in the seeatitin trusts and mortgage loans held for investrasriollows:

December 31, December 31,

2006 2005
New York 26.2% 32.7%
Massachusetts 14.4% 19.4%
California 6.8% 14.1%
New Jerse! 4.2% 5.8%
Florida 4.2% 5.4%
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16. Fair Value of Financial Instruments

Fair value estimates are made as of a specifid poiime based on estimates using market quotesept value or other valuation
techniques. These techniques involve uncertaiatigsare significantly affected by the assumpticseduand the judgments made regarding
risk characteristics of various financial instrurtserliscount rates, estimates of future cash fléutare expected loss experience, and other
factors.

Changes in assumptions could significantly affaest estimates and the resulting fair values. Pérfair value estimates cannot be
necessarily substantiated by comparison to indegrgndarkets and, in many cases, could not be rexdlgs®alized in an immediate sale of
the instrument. Also, because of differences inhm@vlogies and assumptions used to estimate faiesathe Company’s fair values should
not be compared to those of other companies.

Fair value estimates are based on existing findimstruments and do not attempt to estimate theevaf anticipated future business and
the value of assets and liabilities that are nos@tered financial instruments. Accordingly, thgegate fair value amounts presented below
do not represent the underlying value of the Comipan

The fair value of certain assets and liabilitiepragimate cost due to their short-term nature, seofirepayment or interest rates
associated with the asset or liability. Such asselisbilities include cash and cash equivaleassrow deposits, unsettled mortgage loan ¢
and financing arrangements. All forward deliveryrenitments and option contracts to buy securities@be contractually settled within six
months of the balance sheet date.

The following describes the methods and assumptisad by the Company in estimating fair valuestbé&pfinancial instruments:

a.Investment Securities Available for Saleair value is generally estimated based on mamiets provided by five to seven dealers
who make markets in these financial instrumentthdffair value of a security is not reasonablyilalsée from a dealer, management
estimates the fair value based on characteristit®ecsecurity that the Company receives from #iseiér and based on available market
information.

b. Mortgage Loans Held for Salgrair value is estimated using the quoted markeep for securities backed by similar types of
loans and current investor or dealer commitmengaitehase loans.

c. Mortgage Loans Held for Investmeniflortgage loans held for investment are recordedreortized cost. Fair value is estimated
using pricing models and taking into consideratlum aggregated characteristics of groups of loaok as, but not limited to, collateral
type, index, interest rate, margin, length of fixatk period, life cap, periodic cap, underwritstgndards, age and credit estimated using
the quoted market prices for securities backedrbitar types of loans.

d. Mortgage Loans Held in the Securitization Truskortgage loans held in the securitization trusesracorded at amortized cost.
Fair value is estimated using pricing models akéhtpinto consideration the aggregated charactesistf groups of loans such as, but
limited to, collateral type, index, interest ratgargin, length of fixed-rate period, life cap, pelic cap, underwriting standards, age and
credit estimated using the quoted market pricesdourities backed by similar types of loans.

e. Interest Rate Swaps and Cap3he fair value of interest rate swaps and caps$ed on using market accepted financial models
as well as dealer quotes.

f. Interest Rate Lock Commitment§he fair value of IRLCs is estimated using thesfand rates currently charged to enter into
similar agreements, taking into account the remagitérms of the agreements and the present cretlitwess of the counterparties. For
fixed rate loan commitments, fair value also coessdhe difference between current levels of ister@es and the committed rates. The
fair value of IRLCs is determined in accordancew8AB 105.

g. Forward Sale Loan ContractsThe fair value of these instruments is estimat&dg current market prices for dealer or investor
commitments relative to the Company’s existing poiss.
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The following tables set forth information aboutancial instruments, except for those noted abowe/hich the carrying amount

approximates fair value (dollar amounts in thousynd

Continuing Operations:
Investment securities available for sale
Mortgage loans held in the securitization trusts
Commitments and contingencies:

Interest rate swaps

Interest rate caps

Discontinued Operation:
Mortgage loans held for sale
Commitments and contingencies:
Interest rate lock commitments - loan commitments
Interest rate lock commitments - mortgage loand feal sale
Forward loan sales contracts
Interest rate caps

Continuing Operations:
Investment securities available for sale
Mortgage loans held for investment
Mortgage loans held in the securitization trusts
Commitments and contingencies:

Interest rate swaps

Interest rate caps

Discontinued Operation:

Mortgage loans held for sale

Commitments and contingencies:
Interest rate lock commitments - loan commitments
Interest rate lock commitments - mortgage loand fal sale
Forward loan sales contracts
Interest rate caps

17. Income taxes

December 31, 2006

Notional Carrying Estimated
Amount Amount Fair Value
$ 491,29 $ 488,96: $ 488,96
584,35¢ 588,16( 582,50
285,00( 621 621
1,514,74. 1,04¢ 1,04¢
110,80: 106,90( 107,81(
104,33 (11¢) (11¢)
106,31: (989) (98)
142,11( 171 171
$ 25,77: $ 96€ $ 96€
December 31, 2005
Notional Carrying Estimated
Amount Amount Fair Value
$ 719,70 $ 716,48. $ 716,48:
4,054 4,06( 4,07¢
771,45: 776,61( 775,31:
645,00( 6,38¢ 6,38¢
1,833,08! 2,16: 2,16:
108,24 108,27: 109,25:
130,32( 123 123
108,10¢ (14) (14)
51,76: (380) (380)
$ 25,77¢  $ 1,177 $ 1,177

NYMT and its taxable subsidiary, NYMC, were S cagimns prior to June 29, 2004 pursuant to therhateRevenue Code of 1986,
amended, and as such did not incur any federahieciax expense. On June 29, 2004, NYMC became @rfgomtion for federal and st
income tax purposes and, as such, is subject tvdkdnd state income tax on its taxable incom@éoiods after June 29, 2004.
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A reconciliation of the statutory income tax praois (benefit) to the effective income tax provision the years ended December 31,
2006 and December 31, 2005, is as follows (doHaouants in thousands).

December 31, December 31,

2006 2005
Benefit at statutory rate (35%) $ (8,239 % (4,86))
Non-taxable REIT loss (1,897 (2,039
Transfer pricing of loans sold to nontaxable parent 11 55k
State and local tax benefit (2,669) (1,737
Valuation allowance 4,26¢ —
Miscellaneous 14 (27)
Change in tax status — (459)
Total benefit $ (8,499 $ (8,549

The income tax benefit for the year ended DecerBbeR006 is comprised of the following componedtslar amounts in thousands):

Deferred
Regular tax benefit
Federal $ (6,72
State (1,779
Total tax benefit $ (8,499

The income tax benefit for the year ended DecerBbeP005 is comprised of the following components:

Deferred
Regular tax benefit
Federal $ (6,81¥)
State (1,73))
Total tax benefit $ (8,549

The deferred tax asset at December 31, 2006 incladkeferred tax asset of $18.4 million and a dedietax liability of $0.1 million
which represents the tax effect of differences betwtax basis and financial statement carrying asoof assets and liabilities. The major
sources of temporary differences and their defeiarceffect at December 31, 2006 are as followd#igdamounts in thousands):

Deferred tax assets:

Net operating loss carryover $ 19,94¢
Restricted stock, performance shares and stockroptipense 41C
Mark to market adjustment 2
Sec. 267 disallowance 26¢
Charitable contribution carryforward 35
GAAP reserves 1,39¢
Rent expense 51¢&
Loss on sublease 121
Gross deferred tax asset 22,70
Valuation allowance (4,269
Net deferred tax asset $ 18,43:

Deferred tax liabilities:
Management compensation $ 16
Depreciation 65

Total deferred tax liability $ 81
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The deferred tax asset at December 31, 2005 irsladkeferred tax asset of $10.2 million and a dedetax liability of $0.3 million
which represents the tax effect of differences lkemmtax basis and financial statement carrying asoef assets and liabilities. The major
sources of temporary differences and their defeiarceffect at December 31, 2005 are as followd#igdamounts in thousands):

Deferred tax assel

Net operating loss forward $ 9,56(
Restricted stock, performance shares and stockroptipense 12t
Rent expense 12C
Management compensation 98
Loss on sublease 181
Mark to market adjustments 94
Total deferred tax asset 10,17¢
Deferred tax liabilities:
Depreciation 31¢
Total deferred tax liability 31¢
Net deferred tax asset $ 9,85¢

The net deferred tax asset is included in prepaddagher assets on the accompanying consolidataddmsheet. Management has
established a valuation allowance for the portibthe net deferred tax assets that it believesagertikely than not that, based upon the
weight of available evidence, will not be realized.

Although realization is not assured, managemeié¢wes it is more likely than not that the remaindejerred tax assets, for which
valuation allowance has not been established beiliealized. The net operating loss carryforwagres at various intervals between 2012
and 2026. The charitable contribution carryforwaiti expire in 2011.

18. Segment Reporting
Until March 31, 2007, the Company operated two sgs) the Mortgage Portfolio Management segmenttamilortgage Lending

segment. Upon the sale of substantially all ofritetgage lending operating assets to Indymac &aoth 31, 2007, the Company exited the
mortgage lending business and accordingly willarakr report segment information.
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19. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common gtackialue $0.01 per share, authorized with 18 1¥®5shares issued and
18,077,880 outstanding as of December 31, 200éh®©¢fommon stock authorized, 1,031,111 shares r@eezved for issuance as restricted
stock awards to employees, officers and directarsyant to the 2005 Stock Incentive Plan. As ofddaoer 31, 2006, 878,496 shares remain
reserved for issuance.

The Company calculates basic net income per shadivltling net income (loss) for the period by waigd-average shares of common
stock outstanding for that period. Diluted net imeo(loss) per share takes into account the effatiludive instruments, such as stock options
and unvested restricted or performance stock, e the average share price for the period inm@targ the number of incremental shares
that are to be added to the weighted-average nudils#rares outstanding. Since the Company is ass position for the fiscal years ended
December 31, 2006 and 2005, the calculation otkasil diluted earnings per share is the same #iroceffect of common stock equivalents
would be anti-dilutive.

The following table presents the computation ofidaad diluted net earnings per share for the perindicated (dollar amounts in
thousands, except net earnings per share):

For the Year Ended For the Year For the Year Endec
December 31, Ended December December 31,
2006 31, 2005 2004

Numerator:
Net (loss)/incom $ (15,03) $ (5,340 $ 4,947
Denominator:
Weighted average number of common shares outsigrdibasic 18,03¢ 17,87: 17,791
Net effect of unvested restricted stc — — 224
Performance shares — — 35
Escrowed shares(1) — — 53
Net effect of stock options(: — — 6
Weighted average number of common shares outsigrdidilutive $ 18,03¢ 17,87: 18,11¢
Net (loss)/income per she— basic $ 0.89 $ (0.30 $ 0.2¢
Net (loss)/income per sha— diluted $ (089 $ (0.30) $ 0.27

During 2006, taxable dividends for New York Mortgafrusts common stock were $0.63 per share. For tax tiegquurposes, the 201
taxable dividend will be classified as follows: @401 as ordinary income and $0.60599 as a refwrapital.
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During 2005, taxable dividends for New York MortgaBrusts common stock were $0.95 per share. For taxtiegguurposes, the 20
taxable dividend will be classified as follows: 0532 as ordinary income and $0.13468 as a refwrapital.

(1) Upon the closing of the Company’s IPO, of the5D,000 shares exchanged for the equity intecd$t&MC, 100,000 shares were
held in escrow through December 31, 2004 and weaiadle to satisfy any indemnification claims @empany may have had
against the contributors of NYMC for losses incdres a result of defaults on any residential mgegaans originated by NYMC
and closed prior to the completion of the IPO. ABecember 31, 2004, the amount of escrowed sheaegeduced by 47,680
shares, representing $492,536 for estimated lass&sans closed prior to the Company’s IPO. Furtiee, the contributors of
NYMC entered into a new escrow agreement, whickreded the escrow period to December 31, 2006 éoreimaining 52,32
shares. In September 2006, the Company conclutigalamnification claims related to the escrowedrsl were finally determined
and no additional losses would be incurred. Acealyi the remaining 52,320 escrowed shares werasetefrom escrow on Octol
27, 2006.

(2) The Company has granted 591,500 stock optiadsruts stock incentive plans.

20. Stock Incentive Plans
2004 Stock Incentive Plan

The Company adopted the 2004 Stock Incentive Rhen“2004 Plan”), during 2004. The 2004 Plan predidor the issuance of options
to purchase shares of common stock, stock awamtk appreciation rights and other equity-basedrdsyancluding performance shares, and
all employees and non-employee directors werelddigo receive these awards under the 2004 Planng@2004 and 2005, the Company
granted stock options, restricted stock and perdmae shares to certain of its employees and nonegegdirectors under the 2004 Plan,
including performance shares awarded to certairl@raps in connection with the Company’s Novembd428cquisition of Guaranty
Residential Lending, Inc. (“GRL"). The maximum nuemkof options that could be issued under the 2084 Was 706,000 shares and the
maximum number of restricted stock awards thatabel granted was 794,250.

2005 Stock Incentive Plan

At the Annual Meeting of Stockholders held on Mdy 3005, the Company’s stockholders approved tbptiah of the Company’s 2005
Stock Incentive Plan (the “2005 PlanThe 2005 Plan replaced the 2004 Plan, which wasitated on the same date. The 2005 Plan pro
that up to 1,031,111 shares of the Company’s comstark may be issued thereunder. The 2005 Plaride®that the number of shares
available for issuance under the 2005 Plan mapdreased by the number of shares covered by 2@daRlards that were forfeited or
terminated after March 10, 2005. On October 1262@%e Company filed a registration statement omF8-8 registering the issuance or
resale of 1,031,111 shares under the 2005 Planf Becember 31, 2006, 16,540 shares awarded uhd@004 Plan had been forfeited or
terminated.

Options

Each of the 2005 and 2004 Plans provide for theceseprice of options to be determined by the Censation Committee of the Board
of Directors (“Compensation Committee”) but nobmless than the fair market value on the datepiien is granted. Options expire ten
years after the grant date. As of December 31, 28886,500 options have been granted pursuant t6dngpany's stock incentive plans wit
vesting period of two years.

The Company accounts for the fair value of its tggam accordance with SFAS No. 123(R). The comp@msaost charged against
income exclusive of option forfeitures during thkeetve months ended December 31, 2006 and 2005 ppaexamately $32,000 and $44,000,
respectively. As of December 31, 2006, there wasmecognized compensation cost related to noresledtare-based compensation awards
granted under the stock option plans. No cash e@sived for the exercise of stock options durirgtthelve month periods ended December
31, 2006, 2005 and 2004.

A summary of the status of the Company’s optionsfa3ecember 31, 2006 and changes during the hiearénded is presented below:

Weighted

Average

Number of Exercise
Options Price

Outstanding at beginning of year, January 1, 2006 541,50 $ 9.5¢



Granted
Canceled
Exercised

Outstanding at end of year, December 31, 2006
Options exercisable at year-end
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A summary of the status of the Company’s optionsfa3ecember 31, 2005 and changes during the hiearénded is presented below:

Weighted
Average
Number of Exercise
Options Price
Outstanding at beginning of year, January 1, 2005 591,50( $ 9.5¢
Granted —
Canceled 50,00( 9.8¢
Exercised — —
Outstanding at end of year, December 31, 2005 541,50( $ 9.5€
Options exercisable at year-end 403,15° $ 9.47

A summary of the status of the Company’s optionsfa3ecember 31, 2004 and changes during the hiearénded is presented below:

Weighted
Average
Number of Exercise
Options Price
Outstanding at beginning of year, January 1, 2004 — —
Granted 591,50 $ 9.5¢
Canceled — —
Exercised — —
Outstanding at end of year, December 31, 2004 591,50( $ 9.5¢
Options exercisable at year-end 314,82t $ 9.3¢€
Weighted-average fair value of options grantedrduthe year $ 9.5¢
The following table summarizes information abowicktoptions at December 31, 2006:
Options
Outstanding
Weighted
Average
Remaining
Contractual Options Exercisable Fair Value of
Number Life Exercise Number Exercise Options
Range of Exercise Prices Date of Grants Outstanding  (Years) Price Exercisable Price Granted
$9.00 6/24/0¢  176,50( 75 % 9.0C 176,50( $ 9.0C $ 0.3¢
$9.83 12/2/0¢  290,00( 7.9 9.8: 290,00( 9.8: 0.2¢
Total 466,50( 7.8 % 9.52 466,50( $ 9.52 $ 0.3¢
The following table summarizes information abowicktoptions at December 31, 2005:
Options
Outstanding
Weighted
Average
Remaining Fair Value
Contractual Options Exercisable of
Number Life Exercise Number Exercise Options
Range of Exercise Prices Outstanding (Years) Price Exercisable Price Granted
$9.00 176,50( 85 % 9.0C 176,50( $ 9.0C $ 0.3¢
$9.83 365,00( 8.9 9.8: 226,65’ 9.8: 0.2¢
Total 541,50( 8.8 $ 9.5¢€ 403,15° $ 9.47 $ 0.3¢
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The following table summarizes information abowicktoptions at December 31, 2004:

Options
Outstanding
Weighted
Average Options
Remaining Exercisable Fair Value
Contractual Exercise Number Exercise of Options
Range of Exercise Prices Life (Years) Price Exercisable Price Granted
$9.00 95 % 9.0C 176,50( $ 9.0C $ 0.3¢
$9.83 9.9 9.8: 138,32¢ 9.8: 0.2¢€
Total 9.8 $ 9.5¢ 314,82¢ $ 9.3¢ $ 0.3t

The fair value of each option grant is estimatedhendate of grant using the Binomial option-pricmodel with the following weighted-

average assumptions:

Risk free interest rate 4.5%
Expected volatility 10%
Expected life 10 year

Expected dividend yield 10.4t%

Restricted Stocl

As of December 31, 2006, the Company has awardé@388 shares of restricted stock under the 200®, Bfavhich 470,826 shares hi
fully vested. As of December 31, 2006 the remairsihgres of restricted stock awarded under the Pt¥bare subject to vesting periods
between 3 and 24 months. During the year endedrbleee31, 2006, the Company recognized non-cash eosapion expense of $1.0
million relating to the vested portion of restridtetock grants. Dividends are paid on all restdctock issued, whether those shares are v
or not. In general, unvested restricted stock iifefed upon the recipient’s termination of emplamh

A summary of the status of the Company’s non-veststticted stock as of December 31, 2006 and @sadgring the year then ended is
presented below:

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at beginning of year, January § 200 221,05¢ $ 8.8t
Granted 129,15! 4.3€
Forfeited (21,705 9.2(C
Vested (115,00) 8.37
Nor-vested shares as of December 31, 2006 213,50° $ 6.3€
Weighted-average fair value of restricted stockggd during the period $ 562,54¢ $ 4.3¢€

A summary of the status of the Company’s non-veststticted stock as of December 31, 2005 and @sadaring the year then ended is
presented below:

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at beginning of year, January B 200 367,80 $ 9.2(C
Granted 40,00( 6.8¢
Forfeited (26,257) 9.8¢
Vested (160,49)) 9.0C

Non-vested shares as of December 31, 2005 221,05¢ $ 8.8t




Weighted-average fair value of restricted stockted during the period $ 275,000 $ 6.8¢
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Performance Based Stock Awari

In November 2004, the Company acquired 15 fulliserand 26 satellite retail mortgage banking offiecated in the Northeast and
Mid-Atlantic states from General Residential Lergditnc. (“GRL”"). Pursuant to that transaction, @empany committed to award 238,809
shares of the Company’s stock to certain emplogé#sose branches. Of these committed shares, 206y2re performance based stock
awards granted upon attainment of predeterminedugtmn levels and 32,553 were restricted stockrdsvals of December 31, 2006, the
awards range in vesting periods from 3 to 6 montiitis a share price set at the December 2, 2004 gate market value of $9.83 per share.
During the year ended December 31, 2006, the Coynnognized non-cash compensation expense, exelasforfeitures of $0.1 million
relating to performance based stock awards. Unglgmteformance share awards have no voting righdsdamot earn dividends.

A summary of the status of the Company’s non-veptgtbrmance based stock awards as of Decemb@086,and changes during the
year then ended is presented bel

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at beginning of year, January 6 200 61,07¢ $ 9.8¢
Granted - -
Forfeited (26,277) 9.8:
Vested (9,256) 9.8¢
Non-vested shares as of December 31, 2006 25,55, % 9.8:¢

A summary of the status of the Company’s non-veptetbrmance based stock awards as of Decemb@085,and changes during the
year then ended is presented bel

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at beginning of year, January B 200 206,25t $ 9.8¢
Granted - -
Forfeited (107,56)) 9.8:
Vested (37,617 9.8t
Non-vested shares as of December 31, 2005 61,07¢ $ 9.8:

21. Quarterly Financial Data (unaudited)

The following table is a comparative breakdown wf onaudited quarterly results for the immediafyceding eight quarters. The
unaudited information provided does not considerefiects of discontinued operations (dollar amsumthousands, except per share data):

Three Months Ended

Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2006 2006 2006 2006

REVENUES:

Interest income $ 22,62t $ 18,70: $ 20,87¢ $ 19,04:
Interest expense 18,27¢ 15,88¢ 20,09¢ 18,68(
Net interest incom 4,347 2,81¢ 782 362
Other income (expense):

Gain on sales of mortgage loans 4,07( 5,981 4,311 3,62¢
Loan losses — — (4,077 (4,209
Brokered loan fees 2,771 3,49: 2,40z 2,26t
Loss on sale of current period securitized loans (773 26 — —

(Loss) gain on sale of marketable securities atede



hedges (969) — 44C —

Miscellaneous income loss 11¢ 14¢€ 43 145
Total other income (expense) 5,22¢ 9,64¢ 3,11¢ 1,82t
EXPENSES:

Salaries, commissions and related expenses 6,341 6,001 5,37¢ 4,70¢
Brokered loan expenses 2,16¢ 2,767 1,674 1,66¢
General and administrative expenses 5,77¢ 5,181 4,632 5,35¢
Total expenses 14,28 13,94¢ 11,68¢ 11,73:
Income (loss) before provision for income taxes (4,712 (1,485 (7,789 (9,545
Income tax benefit 2,91¢ 1,66: 3,91¢ —
Net income (loss $ (1,796 $ 17¢ % (3,86¢) $ (9,545
Per share basic income (loss) $ (0.10) $ 0.01 $ (0.21) $ (0.5%)
Per share diluted income (loss) $ (0.10) $ 0.01 $ (0.21) $ (0.59)
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Three Months Ended

Mar. 31, Jun. 30, Sep. 30, Dec. 31,
2005 2005 2005 2005

REVENUES:
Interest income 17,117 19,66¢ 19,69¢ 20,99:
Interest expense 11,69( 14,53: 16,15¢ 17,72«
Net interest incom 5,427 5,13¢ 3,53¢ 3,26¢
Other income (expense):
Gain on sales of mortgage loans 4,321 8,32¢ 8,98t 5,14¢
Brokered loan fees 1,99¢ 2,53¢ 2,64 2,811
Gain (loss) on sale of marketable securities aleded

hedges 377 544 1,28¢ (7,440
Miscellaneous income (loss) 11E (10 91 36
Total other income (expense) 6,81z 11,39¢ 13,00¢ 55€
EXPENSES:
Salaries, commissions and related expenses 7,14z 9,43( 7,30z 7,104
Brokered loan expenses 1,52C 2,68¢ 1,48: 1,854
General and administrative expenses 6,30 6,062 5,90° 6,247
Total expenses 14,967 18,17¢ 14,68¢ 15,20:
Income (loss) before provision for income taxes (2,729 (1,649 1,86( (12,377
Income tax benefit 2,69( 2,19( 1,00¢ 2,66¢
Net income (loss $ (38 $ 54€ $ 2,86 $ (8,70¢)
Per share basic income (loss) $ 0.0C $ 0.0 $ 0.1¢ $ (0.49)
Per share diluted income (loss) $ 0.0C $ 0.0 $ 0.1¢ $ (0.49)

22. Subsequent events

On February 7, 2007, we announced that we hadezhieto a definitive agreement to sell substantiall of the retail mortgage lending
platform of NYMC to IndyMac Bank, F.S.B., (“Indymgca wholly owned subsidiary of Indymac Banconpg,I for an estimated purchase
price of $13.5 million in cash and the assumptiboestain of our liabilities by Indymac. On Marct,32007, Indymac purchased substanti

all of the operating assets related to NYMC's tetairtgage lending platform, including, among ottténgs, assuming leases held by NYMC
for approximately 20 full service and approximaté@/satellite retail mortgage lending offices (exiihg the lease for the Company’s
corporate headquarters, which is being assigngateatously announced, under a separate agreemephiman Brothers Holding, Inc.), the
tangible personal property located in those appnaxtly 30 retail mortgage banking offices, NYMCipgline of residential mortgage loan
applications (the “Pipeline Loans”), escrowed désaglated to the Pipeline Loans, customer list$ iatellectual property and information
technology systems used by NYMC in the conductsifétail mortgage banking platform. Indymac assithe obligations of NYMC under
the Pipeline Loans and substantially all of NYMG@Gabilities under the purchased contracts and msel assets arising after the closing date.
Indymac has also agreed to pay (i) the first $500j@ severance expenses with respect to “tramzfemmployees” (as defined in the asset
purchase agreement filed as Exhibit 10.62 to tmeual Report on Form 10-K) and (ii) severance ezpseiin excess of $1.1 million arising
after the closing with respect to transferred erygds. As part of the Indymac transaction, the comas agreed, for a period of 18 months,
not to compete with Indymac other than in the paseh sale, or retention of mortgage loans. Indymaachired substantially all of our branch
employees and loan officers and a majority of NY®I8@ployees based out of our corporate headquatterst. April 1, 2007, the Company
has approximately 40 employees.

On February 14, 2007, we entered into a defindigeeement with Tribeca Lending Corp., a subsididfyranklin Credit Management
Corporation (“Tribeca Lendingp sell our wholesale lending business for an exttioh purchase price of $485,000. This transactmsed or
February 22, 2007. Together, the closing of the e&bur retail mortgage banking platform to Indynaad the sale of our wholesale lending
business to Tribeca Lending has resulted in grosseeds to NYMT of approximately $14.0 million befdees and expenses, and before
deduction of approximately $2.3 million, which wilé held in escrow to support warranties and indications provided to Indymac by
NYMC as well as other purchase price adjustmen¥MR will record a one time taxable gain on the safi¢hese assets. NYN's deferred
tax asset will absorb any taxable gain from the.sal

On November 13, 2006, The New York Mortgage Compahy (“NYMC”), a taxable REIT subsidiary of New York Mortgage Trusc.
(the “Company”),entered into an Assignment and Assumption of Sgleleand an Escrow Agreement, each with Lehman BiotHelding:



Inc. (“Lehman”) (collectively, the “Agreements”YJnder the Agreements, NYMC assigned and LehmanabBasmed the sublease for
Company's corporate headquarters at 1301 AventleeoAmericas. Pursuant to the Agreements, Lehm#rfumid an escrow account in 1
amount of $3,000,000 for the benefit of NYMC. Pewnyihe consent of the landlord to the assignmaetfull escrow amount will be releas
to the Company if it vacates the leased space tefore March 1, 2007. For each month beginninglanch 2007 that the Company rem:
in occupation of the leased space, the escrow anpayable to NYMC will be reduced by $200,000. NYM@I be paid an additional |
$100,000 if the Company vacates the leased spaeede February 1, 2007 and February 28, 2007 j)0$2D0,000 if the Company vaca
the leased space prior to February 1, 2007. Thep@agnintends to relocate its corporate headquatdesissmaller facility at a location tha
yet to be determinet

On or about January 5 2007, NYMC and Lehman edtiete a First Amendment to Assignment and Assuomptif Sublease extending the
date for NYMC to vacate the leased space to oreforb April 1, 2007. For each month beginning irriR2007 that NYMC remains in
occupation of the leased space, the escrow amayabje to NYMC will be reduced by $200,000.

On or about February 8, 2007 NYMC and Lehman edter® a Second Amendment to the Assignment andmpson of

Sublease extending the date for NYMC to vacatdgaged space on or before May 1, 2007. For eactimbeginning in May, 2007 that
NYMC remains in occupation of the leased spaceetiteow amount payable to NYMC will be reduced B9G000.
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EXHIBIT INDEX

Exhibits. The exhibits required by Item 601 of Regulation $+¥ listed below. Management contracts or compensplans are filed as
Exhibits 10.16, 10.28 - 10.34, 10.38, 10.41, 1014660, 10.61.

Exhibit

Description

3.1

3.2(a)

3.2(b)
4.1

4.2(a)

4.2(b)

Articles of Amendment and Restatement of New Yortridage Trust, Inc. (Incorporated by reference sthiliit 3.1
to the Company’s Registration Statement on ForhlSs filed with the Securities and Exchange Corsimi
(Registration No. 333-111668), effective June Z84).

Bylaws of New York Mortgage Trust, Inc. (Incorpadtby reference to Exhibit 3.2 to the CompaniRegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Amendment No. 1 to Bylaws of New York Mortgage Trusc.

Form of Common Stock Certificate. (Incorporated t@ference to Exhibit 4.1 to the CompamyRegistratio
Statement on Form S-11 as filed with the Securiind Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Junior Subordinated Indenture between The New ¥boktgage Company, LLC and JPMorgan Chase BankpoNa
Association, as trustee, dated September 1, 20@¢orporated by reference to Exhibit 4.1 to the @any’s Curren
Report on Form 8-K as filed with the Securities &xthange Commission on September 6, 2005).

Amended and Restated Trust Agreement among The YW Mortgage Company, LLC, JPMorgan Chase B
National Association, Chase Bank USA, National Asstion and the Administrative Trustees named fhemdate
September 1, 2005. (Incorporated by reference tubi4.2 to the Company’s Current Report on Forid 8s filec
with the Securities and Exchange Commission onedaiper 6, 2005).
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Exhibit

Description

10.1

10.2

10.3

10.4

10.5

10.6

Warehousing Credit Agreement, among The New Yorktlygme Company LLC, Steven B. Schnall, Joseph ®fré
and National City Bank of Kentucky, dated JanuaBy 2002. (Incorporated by reference to Exhibit 90t8 the
Company’s Registration Statement on ForrhlSas filed with the Securities and Exchange Corsimis(Registratio
No. 33:-111668), effective June 23, 2004).

First Amendment, dated April 2002, to Warehousirrgdt Agreement, among The New York Mortgage Cony
LLC, Steven B. Schnall, Joseph V. Fierro and Natid@ity Bank of Kentucky, dated January 25, 2002cdrporate
by reference to Exhibit 10.40 to the Company’s Rigtion Statement on Form13-as filed with the Securities
Exchange Commission (Registration No. 333-11166@8ctive June 23, 2004).

Second Amendment, dated June 3, 2002, to Warelpu@indit Agreement, among The New York Mortc
Company LLC, Steven B. Schnall, Joseph V. Fierrd Bational City Bank of Kentucky, dated January 2602
(Incorporated by reference to Exhibit 10.41 to @@mpany’s Registration Statement on ForrilSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).

Third Amendment, dated November , 2002, to Wareingu€redit Agreement, among The New York Mortg
Company LLC, Steven B. Schnall, Joseph V. Fierrd Biational City Bank of Kentucky, dated January 2602
(Incorporated by reference to Exhibit 10.42 to @@mpany’s Registration Statement on ForrilSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).

Fourth Amendment, dated June 15, 2003, to WarehguSiredit Agreement, among The New York Mortc
Company LLC, Steven B. Schnall, Joseph V. Fierrd Bational City Bank of Kentucky, dated January 2602
(Incorporated by reference to Exhibit 10.43 to @@mmpany’s Registration Statement on ForrlSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).

Warehouse Promissory Note, between The New Yorkdage Company, LLC and National City Bank of Kelkty
dated January 25, 2002. (Incorporated by referemésxhibit 10.44 to the Comparg/Registration Statement on F¢
S-11 as filed with the Securities and Exchange Cision (Registration No. 333-111668), effectiveel@8, 2004).
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Exhibit

Description

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

Amended and Restated Warehouse Promissory NoteeéetThe New York Mortgage Company, LLC and Nati
City Bank of Kentucky, dated June 3, 2002. (Incoaped by reference to Exhibit 10.45 to the CompsuRegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Warehousing Credit Agreement, between New York Nege Company, LLC, Steven B. Schnall, Joseph Mrd
and National City Bank of Kentucky, dated as ofulay 25, 2002. (Incorporated by reference to ExHibi46 to th
Company'’s Registration Statement on ForrhlSas filed with the Securities and Exchange Corsimis(Registratio
No. 33:-111668), effective June 23, 2004).

Pledge and Security Agreement, between The New Ywoktgage Company, LLC and National City Bank
Kentucky, dated as of January 25, 2002. (Incorgordty reference to Exhibit 10.47 to the Compariegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Unconditional and Continuing Guaranty of Payment3tgven B. Schnall to National City Bank of KentucHate«
January 25, 2002. (Incorporated by reference tdliixh0.48 to the Company’s Registration StatemmnEorm Si1
as filed with the Securities and Exchange Commis@iRegistration No. 333-111668), effective JuneZZ)4).
Unconditional and Continuing Guaranty of Paymentlbgeph V. Fierro to National City Bank of Kentuckiatet
January 25, 2002. (Incorporated by reference tdliixh0.49 to the Company’s Registration StatemmnEorm Si1
as filed with the Securities and Exchange Commis@iRegistration No. 333-111668), effective JuneZIi)4).
Amended and Restated Unconditional and Continuingrénty of Payment by Steven B. Schnall to NatidDiay
Bank of Kentucky, dated June 15, 2003. (Incorpatdty reference to Exhibit 10.50 to the Companiegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Amended and Restated Unconditional and Continuingrénty of Payment by Joseph V. Fierro to Nati@igt Bank
of Kentucky, dated June 15, 2003. (Incorporatedréference to Exhibit 10.51 to the CompayRegistratio
Statement on Form S-11 as filed with the Securiind Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Whole Loan Purchase and Sale Agreement/Mortgag® [Raachase and Sale Agreement between The New
Mortgage Company, LLC and Greenwich Capital FinaindProducts, Inc., dated as of September 1, :
(Incorporated by reference to Exhibit 10.53 to @@mpany’s Registration Statement on ForrlSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).

Whole Loan Custodial Agreement/Custodial Agreemegtiveen Greenwich Capital Financial Products, Ifbsg
New York Mortgage Company, LLC and LaSalle Bank iblzl Association, dated as of September 1, :
(Incorporated by reference to Exhibit 10.54 to @@mpany’s Registration Statement on ForrilSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).
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Exhibit Description

10.16 Form of New York Mortgage Trust, Inc. 2004 Stockdntive Plan. (Incorporated by reference to ExHibBi55 to th
Company’s Registration Statement on ForrhlSas filed with the Securities and Exchange Corsimis(Registratio
No. 33:-111668), effective June 23, 2004).
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Exhibit

Description

10.17

10.18

10.19

10.20

10.21

10.22

Guaranty between HSBC Bank USA, National City BahiKentucky, The New York Mortgage Company LLC
Steven B. Schnall, dated as of December 15, 2068orporated by reference to Exhibit 10.71 to trempanys
Registration Statement on Form S-11 as filed whi $ecurities and Exchange Commission (Registralion333-
111668), effective June 23, 2004).

Guaranty between HSBC Bank USA, National City BahiKentucky, The New York Mortgage Company LLC
Joseph V. Fierro, dated as of December 15, 2008o(porated by reference to Exhibit 10.72 to thenBGany's
Registration Statement on Form S-11 as filed whth $ecurities and Exchange Commission (Registralion333-
111668), effective June 23, 2004).

Credit Note by and between HSBC Bank USA and The Merk Mortgage Company LLC, dated as of Decemlig
2003. (Incorporated by reference to Exhibit 1078t Company’s Registration Statement on Forid &s filed witl
the Securities and Exchange Commission (Registrétim 333-111668), effective June 23, 2004).

Credit Note by and between National City Bank ohieky and The New York Mortgage Company LLC, daed
December 15, 2003. (Incorporated by reference tutiix10.74 to the Company’s Registration Statenmmform S-
11 as filed with the Securities and Exchange Corsimis(Registration No. 333-111668), effective JAB8g2004).
Swingline Note by and between HSBC Bank USA and NlBe York Mortgage Company LLC, dated as of Decen
15, 2003. (Incorporated by reference to Exhibi7bao the Company’s Registration Statement on F8#i as file
with the Securities and Exchange Commission (Redish No. 333-111668), effective June 23, 2004).

Custodial Agreement by and among Greenwich Capitancial Products, Inc., The New York Mortgage @watior
LLC and Deutsche Bank Trust Company Americas, datedf August 1, 2003. (Incorporated by refereacExhibit
10.76 to the Company’s Registration Statement amF8-11 as filed with the Securities and Exchange Corsiwr
(Registration No. 333-111668), effective June ZR4).
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Exhibit Description

10.23 Master Mortgage Loan Purchase and Interim Servidigigeement by and between The New York Mortgage (g
L.L.C. and Greenwich Capital Financial Products;.Irdated as of August 1, 2003. (Incorporated Wgreace t
Exhibit 10.77 to the Company’s Registration Statemen Form Stl as filed with the Securities and Exche
Commission (Registration No. 333-111668), effectluae 23, 2004).

10.24 Promissory Note, issued by New York Mortgage FugdibLC on January 9, 2004 in the principal amouf
$100,000,000.00, payable to Greenwich Capital FidfProducts, Inc. (Incorporated by referencexbikit 10.82 t
the Company’s Registration Statement on Form1Sas filed with the Securities and Exchange Corsimi
(Registration No. 333-111668), effective June Z84).

10.25 Guaranty between the New York Mortgage Company, land Greenwich Capital Financial Products, Incteda:
of January 9, 2004. (Incorporated by referencexoitiit 10.83 to the Company’s Registration StatehwnForm S-
11 as filed with the Securities and Exchange Corsimis(Registration No. 333-111668), effective JABg2004).

10.26 Custodial Agreement between New York Mortgage FogdiiLC, Deutche Bank Trust Company Americas
Greenwich Capital Financial Products, Inc., datedfalanuary 9, 2004. (Incorporated by referendextabit 10.85 ti
the Company’s Registration Statement on Form1Sas filed with the Securities and Exchange Corsimi
(Registration No. 333-111668), effective June Z84).

10.27 Amendment Number One, dated November 24, 200hddviaster Mortgage Loan Purchase and Interim Sag
Agreement, dated as of August 1, 2003. (Incorpdrate reference to Exhibit 10.86 to the CompaniRegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).
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Exhibit

Description

10.28

10.29

10.30

10.31

10.32

Form of Employment Agreement between New York Mage Trust, Inc. and Steven B. Schnall. (Incorpakduty
reference to Exhibit 10.92 to the Company’s Regigin Statement on Form B- as filed with the Securities ¢
Exchange Commission (Registration No. 333-1116&8gctive June 23, 2004).

Form of Employment Agreement between New York Mage Trust, Inc. and David A. Akre. (Incorporatec
reference to Exhibit 10.93 to the Company’s Regigin Statement on Form B- as filed with the Securities ¢
Exchange Commission (Registration No. 333-11166@8ctive June 23, 2004).

Form of Employment Agreement between New York Magg Trust, Inc. and Raymond A. Redlingshafet
(Incorporated by reference to Exhibit 10.94 to @@mpany’s Registration Statement on ForrilSas filed with th
Securities and Exchange Commission (Registration388-111668), effective June 23, 2004).

Form of Employment Agreement between New York Magtg Trust, Inc. and Michael I. Wirth. (Incorporatey
reference to Exhibit 10.95 to the Company’s Regigin Statement on Form B- as filed with the Securities ¢
Exchange Commission (Registration No. 333-1116&@8gctive June 23, 2004).

Form of Employment Agreement between New York Magtg Trust, Inc. and Joseph V. Fierro. (Incorpordty
reference to Exhibit 10.96 to the Company’s Regigin Statement on Form B- as filed with the Securities ¢
Exchange Commission (Registration No. 333-11166@8ctive June 23, 2004).
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Exhibit

Description

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

Form of Employment Agreement between New York Magtg Trust, Inc. and Steven R. Mumma. (Incorporétg
reference to Exhibit 10.97 to the Company’s Regigin Statement on Form B- as filed with the Securities ¢
Exchange Commission (Registration No. 333-1116&8gctive June 23, 2004).

Amendment No. 1 to Employment Agreement between Nevk Mortgage Trust, Inc. and Steven R. Mummagc
December 2, 2004. (Incorporated by reference totiixh0.98 to the Company’s Annual Report on For@iKlas
filed with the Securities and Exchange CommissioiMarch 31, 2005).

Amended and Restated Credit and Security Agreemeimteen HSBC Bank USA, National Association, Nadi
City Bank of Kentucky, JP Morgan Chase Bank, N.Ad &he New York Mortgage Company LLC, dated a
February 1, 2005. (Incorporated by reference tailixh0.99 to the Company’s Annual Report on FordaKlas filec
with the Securities and Exchange Commission on Maidg 2005).

Amended and Restated Master Loan and Security Amgeebetween New York Mortgage Funding, LLC, Thew
York Mortgage Company, LLC and New York Mortgageaudt; Inc. and Greenwich Capital Financial Produlcts,,
dated as of December 6, 2004. (Incorporated byerée to Exhibit 10.100 to the CompasiBnnual Report on For
10-K as filed with the Securities and Exchange Cagsion on March 31, 2005).

Amended and Restated Master Repurchase Agreeméwe®e New York Mortgage Trust, Inc., The New Y
Mortgage Company, LLC, New York Mortgage Funding and Credit Suisse First Boston Mortgage Cafhitat,
dated as of March 30, 2005. (Incorporated by refezeo Exhibit 10.1 to the Company’s Current ReporfForm 8K
as filed with the Securities and Exchange Commissio April 5, 2005).

Separation and Release Agreement, dated June 3B, 2y and between the Company and Raymon
Redlingshafer, Jr. (Incorporated by reference thiltik 10.1 to the Company’s Current Report on F@&i as filec
with the Securities and Exchange Commission on SuB005).

Parent Guarantee Agreement between New York Moetglgust, Inc. and JPMorgan Chase Bank, Nat
Association, as guarantee trustee, dated Septeinb2005. (Incorporated by reference to Exhibit 1@l the
Company’s Current Report on FormK8as filed with the Securities and Exchange Comimis®n September
2005).

Purchase Agreement among The New York Mortgage @ompLLC, New York MortgageTrust, Inc., NYN
Preferred Trust Il and Taberna Preferred Fundind tdl., dated September 1, 2005. (Incorporated dfgrence t
Exhibit 10.2 to the Company’s Current Report onfk@&K as filed with the Securities and Exchange Comimissr
September 6, 2005).

New York Mortgage Trust, Inc. 2005 Stock IncentiRéan. (Incorporated by reference to Exhibit 10.1the
Company’s Registration Statement on Form S-3/Ae(Nb. 333127400) as filed with the Securities and Exchi
Commission on September 9, 2005).

Master Repurchase Agreement among DB Structureduets, Inc., Aspen Funding Corp. and Newport Fug
Corp, New York Mortgage Trust, Inc. and NYMC Loaarf3oration, dated as of December 13, 2005.*

Custodial Agreement among DB Structured Produnts, Aspen Funding Corp., and Newport Funding CodyMC
Loan Corporation, New York Mortgage Trust, Inc. draBalle Bank National Association, dated as ofdelzer 12
2005.*

Master Repurchase Agreement among New York Mortgrageling, LLC, The New York Mortgage Company, L
New York Mortgage Trust Inc. and Greenwich Capiislancial Products, Inc. dated as of January 56 2(
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Exhibit

Description

10.45

10.46

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

Amended and Restated Custodial Agreement by anai@fioe New York Mortgage Company, LLC, New York
Mortgage Funding, LLC, New York Mortgage Trust, IncaSalle Bank National Association and Greenv@eipital

Financial Products, Inc. dated as of January 56200

Summary of 2005 Cash Bonuses Paid to Executive@f€i(incorporated by reference to Exhibit 10.thto
Compan’s Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 1 to Amended and Restated MasteriRlegse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompanlyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of April 29, 200%¢rporated by reference to Exhibit 10.110 to thenGany’s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 2 to Amended and Restated MasteriRlepse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompanlyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of May 10, 2005 (ipocated by reference to Exhibit 10.111 to the Canys
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 3 to Amended and Restated MasteriRlegse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompablyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of July 18, 2005djporated by reference to Exhibit 10.112 to the Gany’'s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 4 to Amended and Restated MasteriRlegse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompallyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of August 5, 2008&djiporated by reference to Exhibit 10.113 to thenfany’s
Quarterly Report on Form 10-Q filed on May 10, 2006

Amendment No. 5 to Amended and Restated MasteriRlegse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompalyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of September 6, ZD@drporated by reference to Exhibit 10.114 to@mnpany’s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 6 to Amended and Restated MasteriRlepse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompalyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of November 14, Z0@®rporated by reference to Exhibit 10.115 to@wmpany’s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 7 to Amended and Restated MasteriRlepse Agreement among Credit Suisse First Boston

Mortgage Capital LLC, The New York Mortgage CompanlyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of March 14, 2006diporated by reference to Exhibit 10.116 to thenBany’s

Quarterly Report on Form 10-Q filed on May 10, 2006

Amendment No. 8 to Amended and Restated MasteriRlepse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompanlyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of March 24, 2006djiporated by reference to Exhibit 10.117 to thenBany’s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 9 to Amended and Restated MasteriRlepse Agreement among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompanlyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of May 10, 2006 (ipocated by reference to Exhibit 10.118 to the Cany’s
Quarterly Report on Form -Q filed on May 10, 2006

Amendment No. 10 to Amended and Restated MastenrRepse Agreement Among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompahyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of August 4, 2006diporated by reference to Exhibit 10.119 to thenGany’s
Quarterly Report on Form -Q filed on August 9, 2006
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10.57 Amendment No. 11 to Amended and Restated MasteurRease Agreement Among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompahyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of October 16, 200 (porated by reference to Exhibit 10.120 to@wenpany’s
Quarterly Report on Form -Q filed on November 9, 200€

10.58 Amendment No. 12 to Amended and Restated MastenrRepse Agreement Among Credit Suisse First Boston
Mortgage Capital LLC, The New York Mortgage CompahyC, New York Mortgage Funding, LLC and New York
Mortgage Trust, Inc. dated as of November 9, 20@&o(porated by reference to Exhibit 10.121 to@wempany’s
Quarterly Report on Form -Q filed on November 9, 200€

10.59 Amendment Number One to the Master Repurchase Agreedated as of December 13, 2005, by and among DB
Structured Products, Inc., Aspen Funding Corp., ptvFunding Corp., the Company and NYMC Loan Caoafion,
dated as of December 12, 2006 (incorporated byeeée to Exhibit 10.1 to the Company’s Current Repo Form
8-K filed on December 15, 200¢

10.60 Separation Agreement and General Release, by angdrethe Company and Steven B. Schnall, datefl Rshouary
6, 2007 (incorporated by reference to Exhibit 10.the Company’s Current Report on Form 8-K filedrebruary
14, 2007).

10.61 Separation Agreement and General Release, by angde the Company and Joseph V. Fierro, dated Bsholiary
6, 2007 (incorporated by reference to Exhibit 10.the Company’s Current Report on Form 8-K filedrebruary
14, 2007)

10.62 Asset Purchase Agreement, by and among IndyMac ,BaBkB., The New York Mortgage Company, LLC ane th
New York Mortgage Trust, Inc., dated as of Februgarg007.*

10.63 Assignment and Assumption of Sublease, by and letwehman Brothers Holdings Inc. and The New York
Mortgage Company, LLC, dated as of November 1462C

10.64 First Amendment to Assignment and Assumption ofl&ade, dated as of January 5, 2007, by and betWeeNew
York Mortgage Company, LLC and Lehman Brothers litad, Inc.*

10.65 Second Amendment to Assignment and Assumption bfease, dated as of February _ , 2007, by and ketWke
New York Mortgage Company, LLC and Lehman Brothéaddings, Inc.*

12.1 Computation of Ratios *

21.1 List of Subsidiaries of the Registrant.*

23.1 Consent of Independent Registered Public Accourking (Deloitte & Touche LLP).*

31.1 Section 302 Certification of Co-Chief Executive iOf.*

31.2 Section 302 Certification of Chief Financial Office

32.1 Section 906 Certification of Co-Chief Executive iOf.*

32.2 Section 906 Certification of Chief Financial Office

* Filed herewith.
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Execution Versior

ASSET PURCHASE AGREEMENT
AMONG
NEW YORK MORTGAGE TRUST, INC.,
THE NEW YORK MORTGAGE COMPANY, LLC
AND

INDYMAC BANK, F.S.B.

Dated as of February 6, 2007
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ASSET PURCHASE AGREEMENT
ASSET PURCHASE AGREEMENT, dated as of February @72(the “_Agreement), among IndyMac Bank, F.S.B.
federal savings bank chartered under the laws @flthited States, or its designated Affiliate (* €haser”), The New York Mortgag
Company, LLC, a New York limited liability comparfy Seller”), and New York Mortgage Trust, Inc., a Marylarafgoration (“_Parenit).
BACKGROUND
Seller presently conducts the Business, and ParghSeller desire to sell, transfer and assigrutataser or its designa
Affiliate or Affiliates, and Purchaser desires tw {0 cause its designated Affiliate or Affiliatey acquire and assume from Seller, all of

Purchased Assets and Assumed Liabilities, all agmspecifically provided herein.

NOW, THEREFORE, in consideration of the premised tire mutual covenants and agreements hereinaft¢aioed, th
parties, intending to be legally bound, hereby ag=follows:

ARTICLE |
DEFINITIONS

1.1 Certain Definitions

For purposes of this Agreement, the following teshall have the meanings specified in this Sectidn

“ Affiliate " means, with respect to any Person, any other Petisatn directly or indirectly through one or m
intermediaries, controls, or is controlled by, srunder common control with, such Person, and ¢hm t'control” means the possessi
directly or indirectly, of the power to direct cause the direction of the management and polidissich Person, whether through owner
of a majority of such Person’s outstanding votimgsities, by contract or otherwise, and the tefomhtrolled by” and tinder commo
control with” have correlative meanings.

“ Agency” means HUD or the applicable State Agency.

“ Aggregate Pipeline Loan Adjustméhieans the aggregate amount of all Pipeline Lodjugtments.

“ Applicable Requirement’ means and includes, as of the time of referength respect to Seller’'s and its Subsidiaries’
origination of Pipeline Loans, all contractual ofliions of Seller and its Subsidiaries (includingy a&ontained in a Mortgage Lc
Document).

“ Business” means the business of Parent and its Affiliatesloting Seller and the Subsidiaries of Parent agite§ of
marketing, soliciting, originating and selling résntial mortgage loans on a retail or consumeirsikthsbughout the United States.

“ Business Day' means any day of the year on which national bankdew York are open to the public for conduc
business and are not required or authorized teclos




“ COBRA " means the Consolidated Omnibus Budget Recoricifigkct of 1985, as amended.
“ Code” means the Internal Revenue Code of 1986, as aatkend

“ Consents’ shall mean any consents, registrations, approdeisiarations, permits, expiration of any applicalksting
periods or authorizations.

“ Contingent Workers’ means independent contractors, consultants, temypemaployees, leased employees or ¢
servants or agents classified by Parent or Sedletlzer than employees or compensated other thangih wages paid by Parent or Seller
reported on a form W-4, that are employed or usi#d respect to the operation of the Business.

“ Contract” means any contract, agreement, indenture, notel, bman, instrument, lease, commitment or othearagemer
or understanding, whether written or oral.

“ Documents” means all files, documents, instruments, paperskdjoreports, records, tapes, microfilms, photos:
letters, budgets, forecasts, ledgers, journals, fiblicies, customer lists, regulatory filings,eoating data and plans, technical document
(design specifications, functional requirementgrafing instructions, logic manuals, flow charts).euser documentation (installation guit
user manuals, training materials, release noteskimgpapers, etc.), marketing documentation (shteshures, flyers, pamphlets, web pa
etc.), and other similar materials related to thsiBess and the Purchased Assets, in each caseewbenot in electronic form.

“ Employee” means all individuals (including common law empleyeindependent contractors and individual constd):
as of the date hereof, who are employed by PareBeler in connection with the Business, togethigh individuals who are hired in resp
of the Business after the date hereof.

“ Environmental Law’ means any foreign, federal, state or local statemlation, ordinance, rule of common law or
legal requirement as now or hereafter in effecary way relating to the protection of human healtid safety, the environment or nat
resources, including the Comprehensive Environniétgaponse, Compensation and Liability Act (42 8. 9601 et seq.), the Hazardot
Materials Transportation Act (49 U.S.C. App. § 1&01seq.), the Resource Conservation and Recovery Act (&£QJ) § 6901 etseq.), the
Clean Water Act (33 U.S.C. § 1251 eteq.), the Clean Air Act (42 U.S.C. § 7401 e$eq.), the Toxic Substances Control Act (15 U.!
§ 2601 et seq.), the Federal Insecticide, Fungicide, and Rodgfdié\ct (7 U.S.C. 8 136 etseq.), and the Occupational Safety and He
Act (29 U.S.C. § 651 etseq.), as each has been or may be amended and thatiegsipromulgated pursuant thereto.

“ ERISA " means the Employment Retirement Income Securiyoh 1974, as amended.

“ Excess Severance Paymeritshall mean the amount by which severance or sinmifamments made to Transfer
Employees by Purchaser pursuant to Section 8(igbether with the cost to Purchaser of any sesvimevided by thirgsarty outplaceme
service providers with respect to any dismissedhdfiexred Employees) on or prior to the first anrdeey of the Closing Date exce
$500,000; provided, that, such Excess Severancené#g shall not exceed the Excess Severance Egemwount; provided further, th
Excess Severance Payments shall not include amgra®e or similar payments made by Purchaser imguitom Purchases sale ¢
discontinuation of the Business.




“ Excluded Contracts means the Contracts listed on Section 1.dftthe Disclosure Memorandum.

“ Excluded Real Property Leasémeans the Real Property Leases listed on Settilfjc) of the Disclosure Memorandum.

“ Foreclosure’ means the process culminating in the acquisitiotitiefto a Mortgaged Property in a foreclosureesal by
deed in lieu of foreclosure or pursuant to any ottmnparable procedure allowed under applicable.Law

“ Furniture and Equipment means all furniture, fixtures, furnishings, equipmjevehicles, leasehold improvements
other tangible personal property owned, leasedsed by Seller or any Subsidiary in the conducthef Business, including artwork, de:
chairs, tables, Hardware, copiers, telephone lara$ numbers, telecopy machines and other telecomation equipment, cubicles &
miscellaneous office furnishings and supplies.

“ GAAP " means generally accepted accounting principleébénUnited States.

“ Governmental Body means any government or governmental or reguldtody thereof, or political subdivision there
whether foreign, federal, state, or local, or aggrety, instrumentality or authority thereof, or awoyrt or arbitrator (public or private).

“ Hardware” means any and all computer and compugdated hardware, including computers, file servéassimile
servers, scanners, color printers, laser printedsn@tworks.

“ Hazardous Materidl means any substance, material or waste that idatedu classified, or otherwise characterized u
or pursuant to any Environmental Law as “hazardotiexic,” “pollutant,” “contaminant,” “radioactiveé’ or words of similar meaning
effect, including, without limitation, petroleum éits byproducts, asbestos, polychlorinated biphenyls, madwld or other fungi, and ur
formaldehyde insulation.

“HUD " means the United States Department of Housinglathdn Development.

“ Independent Accountant means to an independent nationally recognized iagdiirm selected by the Seller ¢

Purchaser.

“Insurer” means a Person who insures or guarantees all guatign of the risk of loss on any Mortgage LoarPgpeline
Loan, including any provider of PMI, standard hazersurance, flood insurance, earthquake insurandile insurance, with respect to ¢
Mortgage Loan, Pipeline Loan or related MortgageapBrty.

“ Intellectual Property” means, subject to the provisions of Section 7.2l right, title and interest in or relating
intellectual property and industrial property, whiweat protected, created or arising under the LaviheofJnited States or any other jurisdict
including: (i) all patents and applications therefacluding all continuations, divisionals, andhtiouations-inpart thereof and patents isst
thereon, along with all reissues, reexaminatiors extensions thereof (collectively, “ PatefYs(ii) subject to the terms and conditions
Section 7.1], all trademarks, service marks, trade names,sEnames, brand names, trade dress rights, loggmrate names, trade sty
logos and other source or business identifiersgarteral intangibles of a like nature, together whith goodwill associated with any of
foregoing, along with all applications, registraisy renewals and extensions thereof (collectiveMarks ), (iii) subject to the terms al
conditions of _Section 7.11 all Internet domain names, (iv) all copyrightdaall mask work, database and design rights, wheitheno
registered or published, all registrations and méations thereof and all applications in connectibarewith, along with all reversiol
extensions and renewals thereof (collectively, ‘p@@mhts "), (iv) trade secrets (“ Trade Secré)s (v) all other intellectual property a
industrial property rights arising from or relatitggyTechnology, and (vi) all Contracts granting aigit relating to or under the foregoing.




“ Intellectual Property Licenses means (i) any grant to a third Person of any righating to or under the Purcha
Intellectual Property and (ii) any grant to (a)l&ebr any Subsidiary of any right relating to oider any third Persos’Intellectual Property
(b) Parent or any of its Affiliates (other than IBebr any Subsidiary) of any right relating towrder any third Persos’Intellectual Proper
that is related to or used in connection with thusiBess.

“IRS " means the Internal Revenue Service.
“ Law " means any federal, state, local, municipal, foreigternational, multinational, or other constitutj law, rule
standard, requirement, administrative ruling, oraedinance, principle of common law, legal dodairtode, regulation, statute, treat
process, including, without limitation, those radgtto consumer credit and mortgage lending or ériolg (including but not limited to tl
Real Estate Settlement Procedures Act, the federah in Lending Act, the Equal Credit Opportungt, the Fair Housing Act, the F
Credit Reporting Act, the Fair Debt Collection Riees Act, the Home Mortgage Disclosure Act, theléral Trade Commission Act, |
Gramm-LeacHBliley Act and all applicable state laws relatedtie foregoing) and laws covering predatory lendfiag housing and unfe
and deceptive practices, the Code, state adaptidnthe Uniform Commercial Code and the Uniform Qonsr Credit Code, ai
Environmental Law, ERISA, the Securities Exchange & 1934, as amended, and the Securities AcB88,las amended.

“ Legal Proceeding means any judicial, administrative or arbitral ass, suits, proceedings (public or private) orro&oi
any proceedings by or before a Governmental Bawbluding any civil, criminal, investigative or infmal actions, audits, demands, clai
hearings, litigations, disputes, inquiries, invgations or other proceedings of any kind or nature.

“ Liability " means any debt, loss, damage, adverse claim,itjabil obligation (whether direct or indirect, knowor
unknown, asserted or unasserted, absolute or gamtinaccrued or unaccrued, liquidated or unligeidaor due or to become due,
whether in contract, tort, strict liability or otlvéise), and including all costs and expenses rajatiereto.

“ Lien " means any lien, pledge, mortgage, deed of trustirg interest, claim, lease, charge, option, tighfirst refusal
easement, servitude, proxy, voting trust or agredrteansfer restriction under any shareholderimilar agreement, encumbrance or
other restriction or limitation whatsoever.

“ LoanQuest Softwaré means that certain software provided by MortgageBgstems, Inc. pursuant to that cer
Corporate Software License and Maintenance Agreeidentified at no. 8 on Section 5.11(of)the Disclosure Memorandum.

“ Material Adverse Effect means (i) a material adverse effect on the busimesslition (financial or otherwise), asset
results of operations of the Business, taken asi@ey or (ii) a material impairment of, or delay Parent’s and Selles’ability to effect th
Closing or to perform their respective obligatiamxler this Agreement; provided, that none of tHimfang shall be deemed to constitute
shall be taken into account in determining whetthere has been a “Material Adverse Effedfly event, circumstance, change or e
arising out of or attributable to (a) changes ia #tonomy or financial markets, including, prevajlinterest rates and market conditi
generally in the United States or that are theltr@$wacts of war or terrorism, except to the ext@my of the same materially disproportiona
affects Parent, Seller or any of their respectiubsiliaries as compared to other companies inrtthesiry in which Parent, Seller and tl
respective Subsidiaries operate; (b) changes tteacaused by factors generally affecting the ingust which Parent, Seller and th
Subsidiaries operate, except to the extent anhefame materially disproportionately affects Par8aller or any of their Subsidiaries;
any loss of, or adverse change in, the relationshiparent or Seller with their customers, empleyaesuppliers caused by the announce
of the transactions contemplated by this Agreemhtchanges in, or in the application of, GAAP} ¢banges in applicable Laws excef
the extent any of the same materially dispropodiely affects Parent, Seller or any of their repecSubsidiaries as compared to o
companies in the industry in which Seller and ibSdiaries operate; and (f) so long as the camuisiet forth in Section 9.1(n satisfiec
changes related to any Employee employed by Salleisales function (including loan officers andguction managers) who are intende
become Transferred Employees.




“ Mortgage” means a mortgage, deed of trust or other sirsggurity instrument that creates a Lien on regberty.

“ Mortgage Loan’ means any loan that is, or upon closing or fundinig,be, evidenced by a Mortgage or Mortgage !
and secured by a Mortgaged Property.

“ Mortgage Loan Documentsmeans the documents relating to Mortgage LoanspaliRe Loans required by Applical
Requirements to originate the Mortgage Loans oelRip Loans, whether on hard copy, microfiche sreitjuivalent or in electronic forn
and, to the extent required by Applicable Requinetsiecredit and closing packages and disclosures.

“ Mortgage Loan Tap€ means, with respect to the Pipeline Loans, an releict data file to be dated as of the
immediately prior to the Closing Date and furnistdSeller to Purchaser on such day in connectiith the transactions contemplatec
this Agreement.

“ Mortgage Note” means, with respect to a Mortgage Loan, a promyssote or notes, or other evidence of indebted
with respect to such Mortgage Loan secured by addge or Mortgages, together with any assignmeirtstatement, extension, endorser
or modification thereof.

“ Mortgaged Property means a fee simple property (or such other estatedl property as is commonly accepte
collateral for mortgage loans that are subjecettoedary mortgage sales or securitizations) thatres a Mortgage Note and that is subje
a Mortgage.

“ MortgageWare Softwareé means that certain software provided by Harlanaméral Solutions pursuant to arrangen
identified at no. 4 on Section 5.11(wf)the Disclosure Memorandum.

“ Mortgagor” means the obligor(s) on a Mortgage Note or owinéid Mortgaged Property.

“ Order” means any order, injunction, judgment, decreengulivrit, assessment or arbitration award of a Gawenta
Body.

“ Ordinary Course of Businessmeans the ordinary and usual course of normattdaiay operations of the Busin
through the date hereof consistent with past prad¢tncluding consistent with Seller’s credit anatlarwriting policies as applicable).




“ Originator” means, with respect to any Mortgage Loan or Pipdlioan, each entity or individual that (i) took tledevan
loan application or (ii) processed the relevanhlagplication.

“ Permits” means any approvals, authorizations, Consemendies, permits or certificates of a GovernmentalyB

“ Permitted Exceptions means (i) all defects, exceptions, restrictionsgagents, rights of way and encumbrances disc
in policies of title insurance which have been madailable to Purchaser; (ii) statutory liens farrent Taxes, assessments or ¢
governmental charges not yet due and payable arttoint or validity of which is being contestedyood faith by appropriate proceeding
the making of appropriate demands, notices orgdjrprovided that an appropriate reserve is estaddi therefor against the carrying am
of the related assets; (iii) mechanics’, carrievgdrkers’, repairersand similar Liens arising or incurred in the Ordin&€ourse of Busine
that are not material to the business, operatiodsfiaancial condition of the Business that arenesulting from a breach, default or violal
by Seller or any of the Subsidiaries of any Contmad aw; (iv) zoning, entitlement and other largkland environmental regulations by
Governmental Body provided that such regulationgehaot been violated; and (v) such other impenfexgiin title, charges, easeme
restrictions and encumbrances which do not makgrddtract from the value of or materially intedewith the present use of any Se
Property subject thereto or affected thereby.

“ Person” means any individual, corporation, partnershipmf joint venture, association, joistock company, tru:
unincorporated organization, Governmental Bodytbepentity.

“ Pipeline Loan Adjustment means, for each Pipeline Loan that is subjea tatelock commitment on the Closing De
the product obtained by multiplying (i) the DuratiMultiple by (ii) the Market Movement of the Pipe# Loan from the date the Pipel
Loan is ratdecked to the Closing Date by (iii) the principahaunt of such Pipeline Loan; provided, that fordfiipe Loans that are subjec
a rate-lock commitment on the Closing Date andtarbe sold subject to an acknowledged lathprice by the investor to which they
designated to be sold, there will be no PipelinarLddjustment as thiavestor price will be the market price. For puses of this Agreeme
the “ Duration Multiple” means, for a Pipeline Loan, the duration multigds forth on Exhibit Avhich most closely approximates the inte
rate characteristic and amortization period thBtpeline Loan represents. For purposes of thie&gent, the “ Market Movemehimeans
for a Pipeline Loan the change in interest ratemfthe original ratéeck date to the Closing Date calculated in accocdawith the exampl
set forth in_Exhibit A

“ PMI " means the default insurance provided by privatetgage insurance companies.

“ Pre-Closing Tax Period means any taxable year or period that ends onforébthe Closing Date and, with respect to
taxable year or period beginning before and enditgy the Closing Date, the portion of such taxataar or period ending on and includ
the Closing Date.

“ Purchased Contracts means: (i) all leases for Furniture and Equipmectied at the Seller Properties; (ii) Pers
Property Leases; (iii) Real Property Leases; (ighttacts relating to Software identified in Sectlmil(m)of the Disclosure Memorandu
(v) any Contracts relating directly to the opematamd maintenance of the Seller Properties that€@lire payments that are not material,
do not contain any restrictions prohibiting or limg the ability of Seller to (1) engage in anyelinf business, (2) compete with, ob
products or services from, or provide services mdpcts to, any Person, (3) carry on or expandniditere or geographical scope of
Business anywhere in the world or (4) enter intp @ontract with any other Person, and (C) that fpe@yerminated without penalty or
upon not more than 90 days notice; and (vi) aleotBontracts listed in Section 1.1@f)the Disclosure Memorandum, in each case excty
any Excluded Real Property Leases and Excludedr&aint




“ Purchased Intellectual Propertymeans all Intellectual Property owned by Parent isdffiliates (including Seller ar
the Subsidiaries) related to or used in connedtiibin the Business.

“ Purchased Technologymeans all Technology owned by Parent and its Af&l$ (including Seller and the Subsidial
related to or used in connection with the Business.

“ SEC” means the United States Securities and Exchaogen@ssion.

“ Software” means any and all (i) computer programs, including and all software implementations of algorithmsdel:
and methodologies, whether in source code or olejae, (i) databases and compilations, includimg @and all data and collections of d
whether machine readable or otherwise, (iii) dgsicms, flowcharts and other work product used to design, giaggnize and develop any
the foregoing, screens, user interfaces, reporndts, firmware, development tools, templates, metugtons and icons, and (iv)
documentation including user manuals and othemitrgidocumentation related to any of the foregoing.

“ State Agency’ means any state agency or other entity with authdooi regulate the activities of Seller or any t#
Subsidiaries relating to the origination or semigiof Mortgage Loans or Pipeline Loans or to debeenthe investment or servici
requirements with regard to mortgage loan origoratpurchasing, servicing, master servicing orifigate administration performed by Se
or any of its Subsidiaries.

“ Subsidiary” means any Person of which a majority of the outitavoting securities or other voting equity irests i
owned, directly or indirectly, by Seller.

“ Tax " or “ Taxes” means (i) any and all federal, state, local orifpreaxes, charges, fees, imposts, levies or
assessments, including, without limitation, all matome, gross receipts, capital, sales, use, &wtera, value added, transfer, franct
profits, inventory, capital stock, license, withtlilg, payroll, employment, social security, unenypt@nt, excise, severance, sta
occupation, property and estimated taxes, custartiss] fees, assessments and charges of any kiatbedver imposed or administerec
any Taxing Authority, (ii) all interest, penaltiefines, additions to tax or additional amounts iisgub by any Taxing Authority in connect
with any item described in clause (i), and (iii)ydrability in respect of any items described imwu$es (i) and/or (ii) payable by reasol
contract, assumption, transferee liability, opemaf law, Treasury Regulation Section 1.15§a) (or any predecessor or successor thert
any analogous or similar provision under law) dreptise.

“ Taxing Authority " means the U.S. Internal Revenue Service and argr dhovernmental Body responsible for
administration of any Tax.

“ Tax Return” means any return, report or statement requiree tildd with respect to any Tax (including any ettment
thereto, and any amendment thereof) including,notitlimited to, any information return, claim faefund, amended return or declaratio
estimated Tax, and including, where permitted quied, combined, consolidated or unitary returns for any grad entities that includ
Seller, any of the Subsidiaries, or any of theifilkstes.

“ Technology " means, collectively, all Software, information, ides, formulae, algorithms, procedures, mett
techniques, ideas, knolew, research and development, technical data,ramgy subroutines, tools, materials, specificatiqggrecesse
inventions (whether patentable or unpatentable whdther or not reduced to practice), apparatusatiorgs, improvements, works
authorship and other similar materials, and allordings, graphs, drawings, reports, analyses, ahdr onritings, and other tangil
embodiments of the foregoing, in any form whethenat specifically listed herein, and all relatedhnology, that are used in, incorpori
in, embodied in, displayed by or relate to, orased in connection with the foregoing.




subsidiaries.

1.2

“ Transition Services Agreemeitmeans an agreement in substantially the formch#d hereto as Exhibit Bursuant t
which Parent and Seller will provide, or cause rtheispective subsidiaries to provide, certain fitaors services to Purchaser and

“WARN " means the Worker Adjustment and Retraining Ncaifion Act of 1988, as amended.

Terms Defined Elsewhere in this Agreemdtuar purposes of this Agreement, the followingrtehave meanings set forth

in the sections indicated:

Term

Acquisition Transaction
Agreement

Antitrust Laws

Asset Acquisition Statement
Assumed Liabilities

Balance Sheet

Balance Sheet Date

Book Value

Book Value Escrow Amount
Business Marks

Cap

Closing

Closing Date

Closing Payment
Confidential Information
Copyrights

Deductible

Disclosure Memorandum
Dispute Notice

Duration Multiple

Employee Benefit Plans
Escrow Agent

Escrow Agreement

Escrow Amount

Estimated Book Value
Estimated Closing Balance Sheet
Estimated Pipeline Premium
Estimated Purchase Price
Excess Severance Escrow Amount
Excluded Assets

Excluded Employee
Excluded Liabilities

FDIC

Section

7.6(a)
Recitals
7.4(b)
2.8

2.3
5.4(a)
5.4(a)
3.1
3.5(b)
7.11(a)
10.4(c)
4.1

4.1

3.3
7.7(c)
1.1 (in Intellectual Property definition)
10.4(a)
12.9(a)
Exhibit 3.4
1.1 (in Pipeline Loan Adjustment definition)
5.13(a)
3.5(a)
3.5(a)
3.5(b)
3.2

3.2

3.2

3.2
3.5(b)
2.2
8.1(b)
2.4
6.3(b)




Term

Section

Final Balance Sheet

Final Book Value

Final Pipeline Premium

Final Pipeline Premium Calculation Statement
Final Purchase Price

Final Purchase Price Adjustment
Financial Statements

FIRPTA Affidavit

Hedging Instrument
Indemnification Escrow Amount
knowledge

Knowledge of Parent
Knowledge of Seller

Losses

Market Movement

Marks

Material Contracts
Nonassignable Asse

OTS

Parent

Parent Marks

Parent URL

Patents

Personal Property Leases
Pipeline Loans

Pipeline Premium

Pipeline Premium Escrow Amount
Premium

Purchased Assets

Purchase Price

Purchaser

Purchaser 401(k) Plan
Purchaser Benefit Plans
Purchaser Documents
Purchaser Indemnified Parties
Real Property Lease
Receivables

Representatives

Resolution Period

Restricted Business

Revised Statements

Seller

Seller Documents

Seller Indemnified Parties
Seller Property

Severance Agreements
Survival Period

Third Party Claim

Exhibit 3.4
Exhibit 3.4
Exhibit 3.4
Exhibit 3.4
Exhibit 3.4
Exhibit 3.4
5.4(a)
9.1(9)
2.2(k)
3.5(b)
12.8

12.8

12.8
10.2(a)(i)
1.1 (in Pipeline Loan Adjustment definition)
1.1 (in Intellectual Property definition)
5.12(a)
2.6(c)

6.1
Recitals
7.11

7.11

1.1 (in Intellectual Property definition)
5.10(b)
2.1(a)

3.1

35

3.1

21

3.1
Recitals
8.1(9)
8.1(d)

6.2
10.2(a)
5.9(a)
2.2(c)

7.6
Exhibit 3.4
7.7(a)

2.8
Recitals
5.2
10.2(b)
5.9(a)
8.1(h)
10.1
10.3(b)




Term Section

Trade Secrets 1.1 (in Intellectual Property definition)
Transfer Taxes 11.1
Transferred Employees 8.1(a)
1.3 Other Definitional and Interpretive Matters
(@) Unless otherwise expressly provided, foppaes of this Agreement, the following rules oémpretation shall

apply:

Calculation of Time PeriodWhen calculating the period of time before whiefithin which or following which any act is
be done or step taken pursuant to this Agreemeatjate that is the reference date in calculatirt) period shall be excluded. If the last
of such period is a non-Business Day, the periaguiestion shall end on the next succeeding BusiDags

Dollars. Any reference in this Agreement to $ shall mea8.dollars.

Exhibits/Schedules The Exhibits and Disclosure Memorandum to thise®gnent are hereby incorporated and made .
hereof as if set forth in full herein and are aegmnal part of this Agreement. Any capitalized terased in the Disclosure Memorandum or
Exhibit but not otherwise defined therein shalldedined as set forth in this Agreement.

Gender and NumberAny reference in this Agreement to gender stmallude all genders, and words imparting the sim
number only shall include the plural and vice versa

Headings Theprovision of a Table of Contents, the division litAgreement into Articles, Sections and otherdstibions
and the insertion of headings are for convenierfceeference only and shall not affect or be utiizia construing or interpreting tt
Agreement. All references in this Agreement to &gction” are to the corresponding Section of thigeement unless otherwise specified.

Herein. The words such as “ herefh" hereinafter,” “ hereof,” and “ hereundet refer to this Agreement as a whole
not merely to a subdivision in which such wordsempunless the context otherwise requires.

Including. The word “ including’ or any variation thereof means “ including, withdimitation” and shall not be constru
to limit any general statement that it follows e tspecific items immediately following it.

(b) The parties hereto have participated jointly in tiegotiation and drafting of this Agreement andthe event a
ambiguity or question of intent or interpretatiorisas, this Agreement shall be construed as joidtbfted by the parties hereto and
presumption or burden of proof shall arise favornglisfavoring any party by virtue of the authapsbf any provision of this Agreement.

10




ARTICLE Il
PURCHASE AND SALE OF ASSETS; ASSUMPTION OF LIABILIES

2.1 Purchase and Sale of Assetdn the terms and subject to the conditions seh fim this Agreement, at the Closi
Purchaser shall (or shall cause its designatedia&ior Affiliates to) purchase, acquire and a¢degm Seller and the Subsidiaries, and S
shall (and shall cause the Subsidiaries to) salhsfer, assign, convey and deliver to Purchaseitgaesignated Affiliate or Affiliates) all
Seller’'s and the Subsidiariesght, title and interest in, to and under the Pased Assets, free and clear of all Liens excepthé case
tangible property, for Permitted Exceptions. “ Puarsed Assets shall mean all of the business, assets, propediedractual rights, goodwi
going concern value, rights and claims of Selled #me Subsidiaries related to the Business, whersigated and of whatever kind ¢
nature, real or personal, tangible or intangiblaethier or not reflected on the books and record3etier or the Subsidiaries (other than
Excluded Assets), including, without duplicatioack of the following assets:

€)) Mortgage Loan applications (i) that haveectived” or greater status under SefldviortgageWare Software
equivalent status under Selet.oanQuest Software) as of the Closing Datew(fiilch have not been denied, withdrawn or fundedfake
Closing Date, and (iii) for which “three-day” disslure packages have been sent to the potentiaviberi(the “ Pipeline Loan?y, togethe
with all documentation and files related thereto;

(b) all escrowed deposits related to Pipelinans

(c) all tangible personal property used in the Busingsduding Furniture and Equipment, in each casdisted ol
Section 2.1(cpf the Disclosure Memorandum and other than suogiltée personal property which is an Excluded Asset

(d) all security deposits (including security for reetectricity, telephone or otherwise) and prepdidrges an
expenses, including any prepaid rent, prepaid arse premiums, prepaid utility expenses and intesassubleases, of Seller and
Subsidiaries;

(e all rights of Seller and the Subsidiaries undemheeal Property Lease, together with all improvetsiefixture:
and other appurtenances thereto and rights in cetipereof;

® the Purchased Intellectual Property, inahgdas set forth in_Section 5.11@)the Disclosure Memorandum, ¢
the Purchased Technology, including as set forection 5.11(mdf the Disclosure Memorandum;

(9) all rights of Seller and the Subsidiaries underRliechased Contracts including all claims or caa$estion witt
respect to the Purchased Contracts;

(h) subject to Section 2.1%ll Documents that are used in or related toBhsiness, including Documents relatin
products, services, marketing, advertising, proomai materials, Pipeline Loans, Purchased IntelldcProperty, Intellectual Prope
Licenses, personnel files for Transferred Employaed all files, customer files and past borrowetadand documents (including cre
information), supplier lists, records, literatunedacorrespondence, whether or not physically latate any of Seller’s or Pareatpremise!
but excluding personnel files for Employees of &efir the Subsidiaries who are not Transferred Bygas;
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0] all Permits, including environmental permits, ubgdSeller or any Subsidiary to conduct the Busirsessall right
and incidents of interest therein;

)] all supplies owned by Seller or any Subgigiand used in connection with the Business;

(k) all rights of Seller and the Subsidiariesle@nnon-disclosure or confidentiality, non-compete nonsolicitatior
agreements with employees and agents of SellenyoSabsidiary or with third parties to the extegiating to the Business or the Purchi
Assets (or any portion thereof);

()] all rights of Seller and the Subsidiaries undeparsuant to all warranties, representations andagt@es made |
suppliers, manufacturers and contractors for theefieof Seller or any Subsidiary with respect toy @Purchased Assets or Assur
Liabilities;

(m) all third party property and casualty insurancecpeas, and all rights to third party property amrgualt
insurance proceeds, in each case to the extenteeoar receivable in respect of the Business; and

(n) all goodwill and other intangible assets associatétth the Business, including customer and supplis,
prospective client lists, and the goodwill assadawith the Purchased Intellectual Property.

2.2 Excluded AssetsNothing herein contained shall be deemed to salhsfer, assign or convey the Excluded Asse
Purchaser, and Seller or a Subsidiary shall regliright, title and interest to, in and under thecluded Assets. “ Excluded Assétshal
mean each of the following assets:

€)) the Excluded Contracts;

(b) all assets set forth in Section &f2he Disclosure Memorandum;

(©) all accounts and accrued interest receivab&eller and the Subsidiaries (the “ Receivaljies

(d) any and all Contracts pursuant to which Seller ipresly sold or currently sells Mortgage Loans toeistors

including any amounts due from such investors @nsto such Contracts;

(e) Mortgage Loans held for sale, held in sei@ation trusts or held for investment;

® Mortgage Loans repurchased by Seller fromiamestor;

(9) cash, cash equivalents and restricted cash;

(h) investment securities available for sale;

0] servicing rights and other servicing assets;

)] tax assets, claims for Tax refunds, Tax Retland Tax workpapers;

(k) all interest rate swaps, caps, floors, collars aption agreements or other interest rate risk mamag

arrangements (collectively, “ Hedging Instrumenis
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()] all rights in connection with, and assetsafy Employee Benefit Plan, except to the extémtravise provided in
Article VIII hereof;

(m) Excluded Real Property Leases; and

(n) all minute books, organizational documents, staajisters and such other books and records of Sadlany
Subsidiary as pertain to ownership, organizatiorexistence of Seller and each Subsidiary and daiglicopies of such records as
necessary to enable Seller and the Subsidiarigetmare or file Tax Returns.

2.3 Assumption of Liabilities On the terms and subject to the conditions g o this Agreement, at the Closing, Purch
shall (or shall cause its designated Affiliate dfilfates to) assume, effective as of the Clositigg following liabilities of Seller and tl
Subsidiaries (collectively, the * Assumed Liab#i’):

€) all obligations of Seller and the Subsidianinder the Pipeline Loans;
(b) except as specifically provided for in Senti2.3(c), all Liabilities of Seller and the Subsidiariesden the

Purchased Contracts that arise out of or relatieeeriod after the Closing;

(©) subject to the calculation of the PurchaseePset forth in Section 34nd the Excess Severance Escrow Ami
all severance and similar obligations arising aftex Closing pursuant to those certain: (i) SevezaAgreements with the Transfer
Employees listed in_Section 8.1(h)(@) the Disclosure Memorandum, and (ii) agreemeisted in_Section 8.1(h)(20f the Disclosur
Memorandum.

(d) all Liabilities that relate directly to the PurclkasAssets and that arise out of or relate to thedwat of thi
Business by Purchaser after the Closing.

2.4 Excluded Liabilities Purchaser will not assume or be liable for angléed Liabilities. Seller shall, and shall cauise
Subsidiaries to, timely perform, satisfy and disglean accordance with their respective terms adllided Liabilities. “ Excluded Liabilitie’
shall mean all Liabilities of Seller and the Sulpsies arising out of or relating to the Businesghe Purchased Assets prior to the Clo
and all other Liabilities of Parent, Seller and 8wbsidiaries other than the Assumed Liabilitias|uding the following Liabilities:

€)) all Liabilities in respect of any and all produgiscluding Mortgage Loans) sold and/or servicesfqrared by
Seller or the Subsidiaries prior to the Closing;

(b) except to the extent specifically providadairticle VIII , all Liabilities arising out of, relating to or thi respect t
(i) the employment or performance of services,eomination of employment or services by Seller y af its Affiliates, of any individu:
employed by or engaged to provide services forrobehalf of Seller or any its Affiliates prior tha Closing, (ii) workerstcompensatic
claims against Seller or any of the Subsidiaries telate to the period prior to the Closing, ip@estive of whether such claims are made |
to or after the Closing or (iii) any Employee Beahefan;

(c) all Liabilities arising out of, under or in connixt with the Excluded Real Property Leases andG@amytracts th:

are not Purchased Contracts and, with respectrchBsed Contracts, Liabilities in respect of a tinday or default of Seller or any Subsidi
accruing under such Purchased Contracts with respany period prior to Closing;
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(d) all Liabilities arising out of, under or in conneet with any indebtedness of Seller or any of thstdiaries fc
borrowed money or any other indebtedness;

(e) all Liabilities for (i) Taxes of Parent, Seller atice Subsidiaries, (ii) Taxes that relate to thecRased Assets or t
Assumed Liabilities for taxable periods (or porSahereof) ending on or before the Closing Dateluning Taxes allocable to Seller and
Subsidiaries pursuant to Section 1,1ahd (iii) payments under any Tax allocation, sitaor similar agreement (whether oral or written);

® all Liabilities in respect of any pending or thexa¢d Legal Proceeding, or any claim arising outealfting to o
otherwise in respect of (i) the operation of thesiBass to the extent such Legal Proceeding or ctalates to such operation prior to
Closing, including any claim for preferential paymhéy a bankruptcy trustee in respect of paymeseived by Seller or the Subsidiaries p
to the Closing or (ii) any Excluded Asset;

(9) all Liabilities relating to any dispute with anyierit or customer of the Business existing as ofQlusing or base
upon, relating to or arising out of events, actjardailures to act prior to the Closing;

(h) any amounts due to investors in the Mortgage Loachjding servicing premium rebates, purchasegppi@miun
rebates, repurchase amounts and indemnificatiomeais;

() any amounts due under any subordinated dabenissued by Seller to NYM Trust | and NYM Trust
)] any derivative Liabilities and Liabilitieswder any Hedging Instruments;
(k) any amounts payable for securities purchased
()] any amounts due to any Affiliate of Seller.
25 Conditional Purchase and Assumpti®urchaser shall have the right, but not the akilig, to acquire any of the followi

assets and assume the related Liabilities, at khgir@ on the terms set forth below:

(@) one or more of the leases relating to reaperty identified in_Section 2.5(af the Disclosure Memorandu
provided, that any such lease that Purchaser digtesno acquire and assume shall be deemed toRealaProperty Lease for all purpo
under this Agreement and that any such lease tia@hBser determines not to acquire or assume kballeemed to be an Excluded
Property Lease for all purposes under this Agre¢men

(b) the shares of capital stock, units, membershigéste or any other equity interests of any of 8etént Services
America, LLC, PIPCo Agency, LLC or any other Sulsiyg of Seller; provided, that any such equity iests that Purchaser determine
acquire shall be deemed to be a Purchased Assetlfpurposes under this Agreement and that any squity interests that Purche
determines not to acquire shall be deemed to bhieed Assets for all purposes under this Agreement;

(c) any Contract identified in_Section 2.5(@f the Disclosure Memorandum; provided, that anynt@xt tha
Purchaser determines to acquire the rights andfitené shall be deemed to be a Purchased Confivactll purposes under this Agreem
and that any Contract that Purchaser determinescopiire the rights and benefits of shall be deetoelde an Excluded Contract for
purposes under this Agreement.
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Purchaser shall make a written determination,drsdle discretion and without any impact on thecRage Price, with respect to each of
items identified in this Section 2r® later than five Business Days prior to the Qigsi

2.6 Further Conveyances and Assumptions; Comgeltiird Parties

@) From time to time following the Closing and excaptprohibited by Law, Seller shall, or shall caitsé\ffiliates
to, make available to Purchaser such data in peetaacords of Transferred Employees as is reaspnaicessary for Purchaser to transi
such employees into Purchaser’s records.

(b) From time to time following the Closing, Seller aRdrchaser shall, and shall cause their respegfiii@tes to,
execute, acknowledge and deliver all such furtk@aveyances, notices, assumptions, releases andtanqges and such other instruments,
shall take such further actions, as may be necgessappropriate to assure fully to Purchaser ésteispective successors or assigns, all «
properties, assets, rights, titles, interests testaemedies, powers and privileges intended tocobgeyed to Purchaser under this Agreel
and the Seller Documents and to assure fully tteGahd its Affiliates and their successors andgass the assumption of the liabilities
obligations intended to be assumed by Purchaseeruthis Agreement and the Seller Agreements, andtherwise make effective t
transactions contemplated hereby and thereby.

(c) Nothing in this Agreement nor the consummationhef transactions contemplated hereby shall be aemtsis a
attempt or agreement to assign any Purchased Asskiding any Contract, Permit, certificate, apfip authorization or other right, whi
by its terms or by Law is nonassignable without ¢basent of a third party or a Governmental Bodysazancelable by a third party in
event of an assignment or purported assignmenb(fadsignable Assetys unless and until such consent shall have beenrdutaBeller sha
and shall cause its Affiliates to, use its comnadlgireasonable efforts to, with the cooperatiorPafchaser, obtain at the earliest prac
date all Consents and approvals required to consienrthe transactions contemplated by this AgreemBEmtthe extent permitted
applicable Law, in the event Consents to the assggn thereof cannot be obtained, such Nonassigasets shall be held, as of and fi
the Closing Date, by Seller or the applicable Adfi of Seller in trust for Purchaser and the camésm and obligations thereunder shal
performed by Purchaser in Seller's or such Affdiatname and all benefits and obligations existimgreunder shall be for Purchaser’
account. Seller shall take or cause to be tak@uathases expense such actions in its name or otherwisaiachaser may reasonably req
so as to provide Purchaser with the benefits oNbrassignable Assets and to effect collection ofi@y or other consideration that beco
due and payable under the Nonassignable AssetSellat or the applicable Affiliate of Seller shptbmptly pay over to Purchaser all mo
or other consideration received by it after thes@ig Date in respect of all Nonassignable Assessoffand from the Closing Date, Sellel
behalf of itself and its Affiliates authorizes Paser, to the extent permitted by applicable Lad the terms of the Nonassignable Asse!
Purchases expense, to perform all the obligations and xecail the benefits of Seller or its Affiliates werdthe Nonassignable Assets
appoints Purchaser its attorney-in-fact to actdmame on its behalf or in the name of the apblecAffiliate of Seller and on such Affiliate’
behalf with respect thereto.

2.7 Bulk Sales LawsPurchaser hereby waives compliance by Sellettlm&ubsidiaries with the requirements and promg
of any “bulk-transfer'Laws of any jurisdiction that may otherwise be égdle with respect to the sale of any or all & Burchased Assets
Purchaser; provided, that Seller agrees (i) to gray discharge when due or to contest or litigatelalms of creditors which are assel
against Purchaser or the Purchased Assets by redsmch noncompliance, (ii) to indemnify, defemignhold harmless Purchaser from
against any and all such claims in the manner geavin_Article Xand (iii) to take promptly all necessary actiorrémove any Lien which
placed on the Purchased Assets by reason of sustompliance. Any “bulk-transfer” Law that addres3eses shall be governed Byticle
X and not by this Section 2.7
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2.8 Purchase Price AllocatiomNot later than 60 days after the Closing DatecRaser shall prepare and deliver to Seller ¢
of Form 8594 and any required exhibits thereto {thAeset Acquisition Statemefi} allocating the Purchase Price among the Purchasselt
in accordance with Code Section 1060 and the TrgdRegulations thereunder (and any similar provisid state, local or foreign Law,
appropriate) for Selles' review and comment. Not later than 90 days dlffterClosing Date, Purchaser shall deliver to Seltmies of th
Asset Acquisition Statement, reflecting such comtsi@aceived from Seller that Purchaser considenegoibd faith, and in its reasona
discretion chooses to incorporate. Purchaser ginapare and deliver to Seller from time to timeised copies of the Asset Acquisit
Statement (the “ Revised Statemehtso as to report any matters on the Asset AcquisiBtatement that need updating (including purc
price adjustments, if any). The Purchase Price pgi@urchaser for the Purchased Assets, and Assurabilities (to the extent included
the amount realized for federal income tax purppsd®ll be allocated in accordance with the Agsmjuisition Statement or, if applicak
the last Revised Statements, provided by Purchas8eller, and all income Tax Returns and repalesl foy Purchaser and Seller shal
prepared consistently with such allocation; prodidéat (i) Purchases’reported cost for the Purchased Assets may la¢egrthan the amot
allocated hereunder to reflect Purchaser’s acquisitosts not included in the total amount so alted, and (ii) Selles reported amou
realized may be less than the amount allocateduhdez to reflect Seller's costs that reduce thewarheealized. For purposes of tigectior
2.8, the Purchased Assets include the covenant romnpete as set forth in Section 7.7

2.9 Right to Control Paymenfurchaser shall have the right, but not the akibig, to make any payment due from Selle
the Subsidiaries with respect to any Excluded Litds which are not paid by Seller or the Subsiéi® within five Business Days followil
written request for payment from Purchaser; pradjdbat if Seller or the Subsidiaries advise Pusehan writing during such five Busine
Day period that a good faith payment dispute exastSeller or the Subsidiaries have valid deferisesonpayment with respect to st
Excluded Liability, then Purchaser shall not hale tight to pay such Excluded Liability. Seller aité Subsidiaries agree to reimbt
Purchaser promptly and in any event within five iBass Days following written notice of such paymbewtPurchaser for the amount of
payment made by Purchaser pursuant to_this Sez#on

2.10 Proration of Certain ExpenseSubject to Section 11\®ith respect to Taxes, all expenses and other patgrie respe:
of all rents and other payments due under the Regberty Leases and any other leases constituingob the Purchased Assets shal
prorated between Seller and the Subsidiaries, enotie hand, and Purchaser, on the other hand, e dflosing Date. Seller shall
responsible for all rents (including any percentaget, additional rent and any accrued tax and aipey expense reimbursements
escalations), charges and other payments of amyddoruing during any period under the Real Prgpestises or any such other leases |
and including the Closing Date. Purchaser shatkelsponsible for all such rents, charges and othgments accruing during any period ur
the Real Property Leases (other than the Excludssd Rroperty Leases) or any such other leasestbd®urchased Assets after the Clc
Date. Purchaser shall pay the full amount of anpiites received by it and shall submit a requestdaombursement to Seller for Sellerc
rata share of such expenses, along with any supgatbcumentation that Seller may reasonably regaesl Seller shall pay the full amo
of any invoices received by it and Purchaser sieathburse Seller for Purchaser’s share of suchresewse

2.11 Copies and Access to Documergller may retain for its records and not for, uBsclosure, sale or other dissemina
to any Person or in any manner, except for any ggapeasonably related to Sekeprior ownership of the Business, one copy obhthe
Documents that constitute Purchased Assets. Feriadoof two years from the Closing Date, Purchasgees that it shall preserve and |
the Documents which constitute Purchased Assetslaaltlmake such Documents available to Seller &g Ine reasonably required by Se
in connection with any legitimate business purpaskiding, among other things, any insurance cldiyslegal proceedings by or agains!
governmental investigations of, Seller or any sfAffiliates, or in order to enable Seller to compilith its obligations under this Agreeme
subject in all cases to the restrictions, prohiloisi and limitations set forth in this Agreement.
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ARTICLE Il
CONSIDERATION

3.1 Purchase PriceThe purchase price (the “ Purchase Pfjcghall be an amount equal to the difference betwagthe sur
of (i) the book value of the Purchased Assets ah®fClosing Date less the book value of the Assliiabilities as of the Closing Dz
determined in accordance with GAAP applied on asistent basis with the same accounting principhes @ractices used by Seller in
preparation of the Balance Sheet (but only to tkierg consistent with GAAP) (the “ Book Valu® plus (i) Eight Million Dollars
($8,000,000) (the “ Premiurt); plus (iii) the sum of (A) the product obtained by muliiipg (x) the aggregate principal balance of Pipe
Loans that fund within 60 days after the ClosingeDay (y) 0.002%lus (B) the Aggregate Pipeline Loan Adjustment (theigeline Premiut
") and (b) the sum of (i) $936,3flus (ii) the Excess Severance Payments.

3.2 Estimated Purchase Pric8eller shall furnish to Purchaser, at least fivgsdprior to the Closing, an estimated balz
sheet of the Business as of the opening of busimesise Closing Date (the “ Estimated Closing BedtaBheet) and a statement detailing
estimated calculation of the Purchase Price (“‘nEstitd Purchase Pri¢e The Estimated Purchase Price shall equal the differ between (
the sum of (i) the Book Value as reflected in thatifBated Closing Balance Sheet (the “ EstimatedkBéalue™), plus (i) the Premiumplus
(iii) the product obtained by multiplying (x) thequluct obtained by multiplying (A) the aggregatepipal balance of Pipeline Loans set fi
on the Estimated Closing Balance Sheet by (B) Gpbg (y) .7 (the “ Estimated Pipeline Premitinand (b) the sum of (i) $936,37lus (ii)
the Excess Severance Escrow Amount. The Final BeecRrice shall be finally determined following @lesing in accordance witBectior
3.4and_Exhibit 3.4attached hereto.

3.3 Closing PaymentPurchaser agrees to pay to Seller (the “ CloBiagment’) the difference between (x) the Estime
Purchase Price and (y) the difference betweermé)Bscrow Amount, and (ii) the Excess Severanceolasémount, at the Closing by wi
transfer of immediately available funds to an actaf Seller designated to Purchaser at leastBive&iness Days prior to the Closing.

3.4 Final Book Value and Final Pipeline Premi@alculation. Upon the earlier to occur of (i) the Partiagreement (
deemed agreement pursuant to Section (b) of ExBiBiattached hereto) with respect to the calculatiothefFinal Book Value and Fir
Pipeline Premium and (ii) the delivery of any repairthe Independent Accountant as provided iniSedic) of Exhibit 3.4attached here
with respect to the Final Book Value and the FiPigleline Premium, as applicable:

€)) if the Estimated Book Value is greater than theaFBook Value or the Estimated Pipeline Premiumgrisater tha
the Final Pipeline Premium, and the amount of dliffierence is greater than the Book Value Escrowo@nt or Pipeline Premium Escr
Amount, as applicable, then the Book Value Escrawo@nt or Pipeline Premium Escrow Amount, as appleashall be reduced to zero
the Escrow Agent shall disburse the Book Value @scAmount or Pipeline Premium Escrow Amount, asliapple, to Purchaser by w
transfer of immediately available funds to suchoactt or accounts of Purchaser as Purchaser sgeifigriting to the Escrow Agent in t
manner specified in the Escrow Agreement for tHévely of notices, and Seller shall pay to Purclhaséthin five Business Days after 1
earlier to occur of the events described in clageand (ii) of the first sentence of this Secti®r , the amount by which the differer
between the Estimate Book Value and Final Book ¥alu Estimated Pipeline Premium and Final Pipefinemium, as applicable, exce
the Book Value Escrow Amount or Pipeline PremiuncrB® Amount, as applicable, plus simple interesthom amount of such differer
from the Closing Date to the date of payment antarest rate equal to six percent (6.0%) per anbymwire transfer of immediately availa
funds to such account or accounts of Purchaseuash&ser specifies in writing to Seller in the mamspecified herein for the delivery
notices;
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(b) if the Estimated Book Value is greater than theaFBook Value or the Estimated Pipeline Premiumgresater tha
the Final Pipeline Premium, and the amount of slifference is less than the Book Value Escrow AntaamPipeline Premium Escre
Amount, as applicable, then the Book Value Escrawo@int or Pipeline Premium Escrow Amount, as appleashall be reduced by 1
amount of such difference; or

(c) if the Final Book Value is greater than the EstiedaBook Value or the Final Pipeline Premium is tgethan th
Estimated Pipeline Premium, then (A) Purchaser glagl to Seller, within five Business Days aftee #marlier to occur of the events descr
in clauses (i) and (ii) of the first sentence aétBection 3.4 the amount of the difference between the Estich&gok Value and the Fir
Book Value or between the Estimated Pipeline Premaund the Final Pipeline Premium, as applicables gimple interest on the amoun
such difference from the Closing Date to the ddtpayment at an interest rate equal to six per(@886) per annum and (B) the remair
Book Value Escrow Amount, if any, and the remainRigeline Premium Escrow Amount, if any, shall hsbdrsed by wire transfer
immediately available funds to such account or ant®of Seller as Seller specifies in writing te thscrow Agent in the manner specifie
the Escrow Agreement for the delivery of notices.

The Parties agree that in the event that the Baalké/Escrow Amount or Pipeline Premium Escrow Aniarme reduced pursuant
Sections 3.4(adr 3.4(b), then the amount by which the Book Value Escrowofint or Pipeline Premium Escrow Amount is redudeallse
disbursed to Purchaser, and the remainder of thok Btalue Escrow Amount or Pipeline Premium Escromaiint shall be disbursed
Seller, in either case by wire transfer of immegliatwvailable funds to such account or accountSater or Purchaser as Seller or Purct
specifies in writing to the Escrow Agent in the manspecified in the Escrow Agreement for the a@gijvof notices. Exhibit 3.4ttache
hereto sets forth certain defined terms used & Seiction 3.4 as well as certain agreements and procedureaigeta the manner in whi
the Final Book Value and Final Pipeline Premiumtarbe determined.
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3.5 Escrow

(@) No later than ten days prior to the Closing DatercRaser and Seller shall mutually agree upon anfira
institution, having a combined capital and surpifisat least $50,000,000 and subject to supervisioexamination by Federal or st
authority, to act as escrow agent (the “ Escrow rmidg with respect to the Escrow Amount. On or before @lesing Date, Seller al
Purchaser shall enter into an agreement in sulistgrthe form attached hereto as ExhibitM@h the Escrow Agent (the Escrow Agreemel
") pursuant to which the Escrow Agent shall agree dlul land disburse the Escrow Amount, for the berafiSeller and Purchaser,
accordance with the terms and conditions of thiss&ment and the Escrow Agreement.

(b) On the Closing Date, Purchaser shall deposit vighEscrow Agent Two Million Three Hundred Thous&uallars
($2,300,000) in cash (the “ Escrow Amotiptfor disbursement in accordance with the terms if fgreement and the Escrow Agreem
The Escrow Amount will consist of (i) Five Hundrétlousand Dollars ($500,000), which will be heldeBtrow exclusively for payments ¢
to either Purchaser or Seller upon determinatiothefFinal Book Value (the “ Book Value Escrow Amou), (ii) Six Hundred Thousar
Dollars ($600,000), which will be held in escrowckisively for payments due to either PurchaseralleSupon determination of the Fil
Pipeline Premium (the “ Pipeline Premium Escrow Amid'), (iii) Six Hundred Thousand Dollars ($600,000), whighl be held in escro
exclusively for reimbursement of Excess Severaragrieénts made by Purchaser on or prior to thedinsiversary of the Closing Date (the “
Excess Severance Escrow Amout and (iv) Six Hundred Thousand Dollars ($600,000hiclk will be held in escrow exclusively -
indemnification payments pursuant_to Articleh¥reof (the “ Indemnification Escrow Amouit Purchaser and Seller agree that the Es
Amount is part of the consideration paid to Sedlad the obligation to release the Escrow Amourfsetier is absolute and unconditiol
subject only to the terms and conditions of thigegnent and the Escrow Agreement. The Escrow Ageaeshall provide that four eve
will trigger distribution of the Escrow Amount: (ine determination of the Final Book Value, whitfals only trigger distribution of the Bo
Value Escrow Amount, (ii) the determination of tRmal Pipeline Premium, which shall only triggesttibution of the Pipeline Premit
Escrow Amount, (i) the obligation of the Purchas®e make any Excess Severance Payment, and fiivally determined claim by Purcha
for indemnification payments under Article of this Agreement, which shall only trigger distriton of the Indemnification Escrow Amou
In addition, distribution of the Escrow Amount magcur (i) on the date that is six months after @esing Date if the Excess Severa
Escrow Amount exceeds Three Hundred Thousand Bdl$800,000), then such excess amount shall baerdisth to Seller by wire transfer
immediately available funds to such account or ant®of Seller as Seller specifies in writing te tiscrow Agent in the manner specifie
the Escrow Agreement for the delivery of noticas] &i) any portion of the Excess Severance EscAmmount remaining in escrow on |
first Business Day following the first anniversanfythe Closing shall be disbursed to Seller by wismsfer of immediately available fund:
such account or accounts of Seller as Seller gpsdif writing to the Escrow Agent in the manneedfied in the Escrow Agreement for
delivery of notices. Any portion of the Indemniftea Escrow Amount remaining in escrow on the figatsiness Day following the fii
anniversary of the Closing shall be disbursed tte6by wire transfer of immediately available funtb such account or accounts of Selle
Seller specifies in writing to the Escrow Agenttlire manner specified in the Escrow Agreement ferdélivery of notices; provided, tha
Purchaser has submitted a notice for indemnificatio or prior to the first anniversary of the Ctagiand such indemnification claim is
finally determined until after the first anniverganf the Closing, then the Indemnification Escrowndunt shall remain subject to s
indemnification claim and any remaining portion toké Indemnification Escrow Amount shall not be disied to Seller until after su
indemnification claim shall have been finally detéred and any indemnification payments to Purchdsere been made. The Esc
Agreement shall further provide that disbursemérhe Book Value Escrow Amount and Pipeline Premiaserow Amount shall be made
accordance with Section 3ahd in accordance with the terms and conditionthefEscrow Agreement. Upon disbursement of thedu
Amount (or such lesser amount of the Escrow Amgumsuant to the terms and conditions of this Agretinand the Escrow Agreement
Seller or Purchaser in accordance with this Agregnteurchaser shall have no other obligation téeBelith respect to the Escrow Amount.
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ARTICLE IV
CLOSING AND TERMINATION

4.1 Closing Date Subject to the satisfaction of the conditionsfegh in Sections 9.and 9.2hereof (or the waiver thereof
the party entitled to waive that condition), thesthg of the purchase and sale of the Purchaseets\asd the assumption of the Assu
Liabilities provided for in Article llhereof (the “ Closing) shall take place at the offices of Alston & Bird Rlocated at 90 Park Aven
New York, New York 10016 (or at such other placahesparties may designate in writing) at 10:00.4dMew York City time) on a date to
specified by the parties, which date shall be #ierlof the date that is (i) 60 days following thete hereof, and (ii) the third Business
after satisfaction or waiver of the conditions feeth in Article 1X (other than conditions that by their nature arbdcsatisfied at the Closir
but subject to the satisfaction or waiver of suchditions), unless another time or date, or bath,amreed to in writing by the parties her
The date on which the Closing shall be held isrreteto in this Agreement as the “ Closing DAte

4.2 Termination of Agreemenf his Agreement may be terminated prior to thes{Dig as follows:

(@) At the election of Seller or Purchaser, on or dffely 1, 2007, if the Closing shall not have occdrog the close «
business on such date; provided, that the termigaiarty is not in material breach of any of itpresentations, warranties, covenani
agreements hereunder;

(b) by mutual written consent of Seller and Paser;

(c) by Purchaser upon written notice from PurchaseBdber that there has been an event, change, ecoaro
circumstance that has had or has a reasonablintkel of having a Material Adverse Effect;

(d) by Seller or Purchaser if there shall be in effetinal nonappealable Order of a Governmental Bafdyompeter
jurisdiction restraining, enjoining or otherwiseohibiting the consummation of the transactions eomtlated hereby, it being agreed tha
parties hereto shall promptly appeal any advergeraénation which is not nonappealable (and pustigh appeal with reasonable diligence);

(e) by Purchaser, if there shall have been a matereddh by Seller of any representation, warrantyenant o
agreement of Seller set forth in this Agreementictviibreach would give rise to a failure of a coiuditset forth in_Sections 9.1(aJ 9.1(b

and is incapable of being cured or, if capable@nd cured, shall not have been cured within 3G dalfowing receipt by Seller of notice
such breach from Purchaser; or

® by Seller, if there shall have been a material dhvelay Purchaser of any representation, warrantyemant o
agreement of Purchaser set forth in this Agreenwveich breach would give rise to a failure of a dibion set forth in Sections 9.2(aj 9.2

(b) and is incapable of being cured or, if capableahd cured, shall not have been cured within 3Gsdalfowing receipt by Purchaser
notice of such breach from Seller.
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4.3 Effect of Termination In the event that this Agreement is validly tevated as provided herein, then each of the p
shall be relieved of their duties and obligationisiag under this Agreement after the date of stecmination and such termination shal
without liability to Purchaser or Seller; providetat (a) if this Agreement is terminated by Pusghrgpursuant to Section 4.2(eSeller shal
or if this Agreement is terminated by Seller purgua Section 4.2(f) Purchaser shall, in addition to any other Lidieidi accruing hereund
be liable for and pay within five Business Dayssath termination (i) the cost of all filing or othiees paid by the terminating party to
Governmental Body in respect of the transactiongesuplated by this Agreement and (i) an amountaéo One Million Five Hundre
Thousand Dollars ($1,500,000); (b) the obligatiohshe parties set forth in Sections 7.7(c), (d) &) and Articles Xland XIl hereof sha
survive any such termination and shall be enforeehbreunder; and (c) nothing in this Section ghall relieve Purchaser or Seller of
Liability for a breach of this Agreement prior teeteffective date of such termination.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF SELLER AND PARENT
Seller and Parent, as applicable, hereby represehivarrant to Purchaser that:

5.1 Organization and Good Standing

€)) Each of Parent and Seller is duly organized, walelisting and in good standing under the lawgféspectiv
jurisdiction of incorporation or organization, withll power and authority to conduct its businesstas now being conducted, to own or
the properties or assets that it purports to ownsar, and to perform all of its respective obligasi under the Purchased Contracts an
Material Contracts. Seller is duly qualified orditsed to do business as a foreign limited liabddynpany and is in good standing as a for
limited liability company in each jurisdiction inhich either the ownership or use of the propemiesed or used by it, or the nature of
activities conducted by it, requires such licensiggalification or good standing, except for sueliufes to so qualify that would n
individually or in the aggregate, reasonably beeexgd to have a Material Adverse Effect on Seller.

(b) Parent and Seller have made available or delivéseBurchaser a true and complete copy of each aif
certificates of incorporation or organization (ajuevalent charter document), bylaws and limitedility company agreement, each
amended to date, and such documents are in fak fand effect.

5.2 Authorization of AgreementParent and Seller have all requisite power, aitthand legal capacity to execute and del
this Agreement and Parent, Seller and each of thsi8iaries have all requisite power, authority seghl capacity to execute and deliver ¢
other agreement, document, or instrument or ceatiéi contemplated by this Agreement to be exedwtddarent, Seller or the Subsidiarie
connection with the consummation of the transasticontemplated by this Agreement (the “ Seller Doents”), to perform their respecti
obligations hereunder and thereunder and to consienthe transactions contemplated hereby and theféle execution and delivery of t
Agreement and the Seller Documents and the constiomt@ the transactions contemplated hereby aacktly have been duly authorizec
all requisite corporate action on the part of Par&eller and each of the Subsidiaries. The approizéhe stockholders of Parent is
required in connection with the execution and delvof this Agreement by Parent or Seller or theasconmation of the transactic
contemplated hereby. This Agreement has been, achl & the Seller Documents will be at or priorthe Closing (other than such Se
Documents which are required to be duly and valakgcuted and delivered by Parent, Seller or arpsifliary on a date after the Clos
Date), duly and validly executed and delivered lyeRt, Seller and each of the Subsidiaries which party thereto and (assuming the
authorization, execution and delivery by the otparties hereto and thereto) this Agreement comesititand each of the Seller Docum
when so executed and delivered will constitutealegalid and binding obligations of Parent, Selad each applicable Subsidiary, as the
may be, enforceable against it in accordance witir trespective terms, subject &pplicable bankruptcy, insolvency, reorganiza
moratorium and similar laws affecting creditorigihts and remedies generally, and subject, asftreeability, to general principles of equ
including principles of commercial reasonablengesd faith and fair dealing (regardless of whetrgfiorcement is sought in a proceedin
law or in equity).
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5.3 Conflicts; Consents of Third Parties

€)) Except as set forth in Section 5.3fA}he Disclosure Memorandum, none of the execuiod delivery by Pare
or Seller of this Agreement or by Parent, Selled ahe Subsidiaries of the Seller Documents, thesewamation of the transactic
contemplated hereby or thereby, or compliance bgrRaSeller and the Subsidiaries with any of th@risions hereof or thereof will confli
with, or result in any violation of or default (Wwitor without notice or lapse of time, or both) unde give rise to a right of terminatic
cancellation or acceleration of any obligationmtdss of a material benefit under, or give risarny obligation of Seller or the Subsidiarie
make any payment under, or to the increased, additiaccelerated or guaranteed rights or entithésnef any Person under, or result in
creation of any Liens upon any of the propertieassets of Seller or the Subsidiaries under, aoyigion of (i) the certificate of incorporati
and byfaws or comparable organizational documents oegell any Subsidiary; (ii) any Contract or Perritnthich Seller or any Subsidie
is a party or by which any of the properties oretsf Seller or any Subsidiary are bound; (iiiy @rder of any Governmental Bc
applicable to Seller or any Subsidiary or by whiaty of the properties or assets of Seller or afysiiary are bound; or (iv) any applica
Law, except, with respect to clauses (iij\d @bove, for any such conflict, violation, defguight of termination, cancellation or acceleva
that would not have, or be reasonably likely todyavMaterial Adverse Effect.

(b) No Consent, waiver, approval, Permit or authoraratof, or filing with, or notification to, any Pens ol
Governmental Body is required on the part of Par8efler or any Subsidiary in connection with (ietexecution and delivery of tl
Agreement or the Seller Documents, the compliancdarent, Seller or any Subsidiary with any of pevisions hereof or thereof,
consummation of the transactions contemplated geoghthereby or the taking by Parent, Seller or &upsidiary of any other acti
contemplated hereby or thereby or (ii) the contiguialidity and effectiveness immediately followitige Closing of any Contract or Permi
Seller or any Subsidiary, except (A) as set fortlSection 5.3(bpf the Disclosure Memorandum and (B) where theufailto obtain suc
Consents, waivers, approvals, Permits or authdoizator to make such filings or notifications, wauot result in, or be reasonably likely
result in, a Material Adverse Effect.

5.4 Financial Statements

€)) Seller has delivered to Purchaser copies of (ijptidited consolidated balance sheets of Sellett@n&ubsidiarie
as at December 31, 2005 and 2004 and the relatiittduwconsolidated statements of income and of flagls of Seller and the Subsidiar
for the years then ended and (ii) the unauditedalnated balance sheets of Seller and the Subsislias at each quarter end from Marct
2006 through December 31, 2006 and the relatedotidaged statements of income and cash flows dé6Gahd the Subsidiaries for each <
quarter (such audited and unaudited statementsding the related notes and schedules theretoredeered to herein as theFinancia
Statements). Each of the Financial Statements is complete amcoin all material respects, has been preparetcordance with GAA
applied on a consistent basis throughout the perimésented (except as may be indicated in thes ntb&reto), subject, in the case
unaudited Financial Statements, to normal recuryegrend adjustments (the effect of which will not, widually or in the aggregate,
material in amount or effect) and the absence ¢éadthat, if presented, would not differ mateyidilom those included in the audi
Financial Statements), and presents fairly in alterial respects the consolidated financial pasitiesults of operations and cash flow
Seller and the Subsidiaries as at the dates arttidqueriods indicated.
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For the purposes hereof, the unaudited consolidaaéahce sheet of Seller and the Subsidiaries Beeémber 31, 2006
referred to as the “ Balance Sh&and December 31, 2006 is referred to as the &Be¢ Sheet Daté

(b) Seller and the Subsidiaries make and keep boo&srde and accounts which, in reasonable detaiyrately an
fairly reflect the acquisitions and dispositionstbéir respective assets. Seller and the Subsidianaintain systems of internal accour
controls sufficient to provide reasonable assurarhat: (i) transactions are executed in accordavitte managemend’ general or specil
authorization; (ii) transactions are recorded asessary to permit the preparation of financialestants in conformity with GAAP and
maintain accountability for assets; (iii) accesassets is permitted only in accordance with mamagé's general or specific authorizati
and (iv) the recorded accountability for assetsasipared with the actual levels at reasonableviaterand appropriate action is taken \
respect to any differences. The Financial Statesnesire compiled and will be compiled from and amd @vill be in accordance with t
books and records of Seller. The books and reg@ndiiding the books of account, minute books, lstaecord books and other records
Seller, all of which have been made available tecRaser, are true and complete, have been maidtainaccordance with sound busir
practices and accurately present and reflect imaberial respects all of the transactions andasttherein described. At the Closing, a
those books and records shall be in the possesEiBeller.

(c) Seller has provided to Purchaser copiedla$sued auditorsieports, letters to management regarding accot
practices and systems of internal control, andaesps to such letters from management, in eachtedke extent relating to the Business
the operation thereof, whether the same are issu8dller, Parent or any of their respective Adfis.

55 No Undisclosed LiabilitiesNeither Seller nor any Subsidiary has any indéfixss, obligations or Liabilities of any k
other than those (i) that do not arise out of tateeto the Business, (ii) fully reflected in, regsd against or otherwise described in the Bal
Sheet or the notes thereto or (iii) that are immaitéo Seller or any Subsidiary and incurred ie frdinary Course of Business since
Balance Sheet Dat®arent has no material Liabilities secured by tlenivership interests or assets of Seller or which ginee rise to an
action, Order or Legal Proceeding to which Sellethe assets of Seller may become subject.

5.6 Title to Purchased Assets; Sufficien&eller and the Subsidiaries own and have goledttiteach of the Purchased Ass
free and clear of all Liens other than Permitteddptions. The Purchased Assets constitute all efaisets used in or held for use in
Business and are sufficient for Purchaser to conthec Business from and after the Closing Datehm @rdinary Course of Business
without interruption.

5.7 Absence of Certain DevelopmenExcept as expressly contemplated by this Agre¢mreas set forth in Section 507 the
Disclosure Memorandum, since the Balance Sheet a&eller has conducted the Business only in@Qhdinary Course of Business and
there has not occurred any event, change, effeditmrmstance that has had or is reasonably litcelyave a Material Adverse Effect. With
limiting the generality of the foregoing, exceptsas forth in Section 5.3f the Disclosure Memorandum, since the BalanceShate:
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0] neither Seller nor any Subsidiary has incurredlaapilities with respect to the Business or thedPaised Assets
any nature other than items incurred in the regatar Ordinary Course of Business, consistent wattt practice, or increased (or experiel
any change in the assumptions underlying or thehodst of calculating) any bad debt, contingencyptiier reserve with respect to
Business or the Purchased Assets, other than i@rthi@ary Course of Business consistent with pesttice;

(i) there has not been any damage, destruction oridesther or not covered by insurance, with respethe Selle
Properties or any tangible personal property ofeSelr the Subsidiaries that constitutes a Purahdsset having a replacement cost of r
than $50,000 for any single loss or $100,000 fbswadh losses;

(iii) neither Seller nor any Subsidiary has @)cept as set forth in Section 5.7(iiif the Disclosure Memorandu
increased the salary, bonus or other compensatither( than compensation increases not exceedirgg fercent (5%) per annum
otherwise made in the Ordinary Course of Businessny Employee; (B) increased the benefits, waivarvariations for the benefit of €
such Employee, or otherwise amended, or made pagnoergrants of awards that were not required, uadg Employee Benefit Plan,
adopted or executed of any new Employee Benefit Rither than any such events in the Ordinary GoofsBusiness); or (C) establish
assumed, adopted or amended any collective bangaiagreement or recognized any labor organizat®rthe collective bargainii
representative of any Employees;

(iv) except as set forth in Section 8.1(h)éhd Section 8.1(h)(f the Disclosure Memorandum, neither Seller
any Subsidiary has executed any employment, seseramange in control or similar agreements, othan in the Ordinary Course
Business;

(v) there has not been any (A) material change in tisénbss organization of Seller (including all agerarokerag
and similar relationships of the Business); (B)rg®in the services provided by the advisors, marsagfficers, Employees, underwriti
agents, brokers or sales representatives of Sélgrchange in the relationships and goodwill witlstomers, suppliers, corresponde
investors, credit enhancers, attorneys, licensansllords, creditors, employees, agents, brokes$,oéhers having business relationships
Seller; or (D) material change in the existing levaf insurance coverage of Seller, except, widpeet to clauses (B) and (C), changes
have not had, and are not reasonably likely to hawaterial Adverse Effect;

(vi) neither Seller nor any Subsidiary has failed to pag discharge current Liabilities except for Lidigis no
material in amount that are disputed in good fhittappropriate proceedings;

(vii) except as set forth in Section 5.7(wf)the Disclosure Memorandum, neither Seller ngr 8nbsidiary has ma
any material capital expenditure or commitmentddditions to property, plant, equipment, intangipteperty or capital assets or for .
other purpose with respect to the Seller Propectigbe Purchased Assets, other than for emergepairs or replacement;

(viii) Seller has not made any capital investment in,laag to, or any acquisition of the securities weas of, an
other Person with respect to the Business or thehBeed Assets other than in the Ordinary Cour&siness;
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(ix) neither Seller nor any Subsidiary has permitteldwadd, or suffered any of its properties or asgetal, personi
or mixed, tangible or intangible) that constitute¢hased Assets to be subjected to any Lien, thia@rPermitted Exceptions;

(x) neither Seller nor any Subsidiary has acquired assets or sold, assigned, transferred, conveyadedec
otherwise disposed of any assets of Seller or amgiSiary with respect to the Business or the Pasetl Assets, except for assets acquir
sold, assigned, transferred, conveyed, leasecherwise disposed of in the Ordinary Course of Bessn

(xi) neither Seller nor any Subsidiary has dischargeshtisfied any Lien, or paid any obligation or lidy (fixed or
contingent), with respect to the Business or theased Assets except in the Ordinary Course ofhBas and which, in the aggregate, wi
not be material to the Business taken as a whole;

(xii) neither Seller nor any Subsidiary has canceledprptomised any debt or claim with respect to theilBess ¢
the Purchased Assets or amended, modified, extendadeled, terminated, relinquished, waived araséd any Contract or right with res)
to the Business or the Purchased Assets excephfoaterial amendments or modifications to such €t

(xiii) neither Seller nor any Subsidiary has written dawnvritten up the value of any Purchased Assetk wibool
value on the Balance Sheet in excess of $10,0@@pexor write-downs, write-ups, and wribéfs in the Ordinary Course of Business, nor
which is material in amount;

(xiv) neither Seller nor any Subsidiary has institutedsettled any material Legal Proceeding with respedte
Business or the Purchased Assets;

(xv) Seller has not granted any license or sublicensmpfrights under or with respect to any Purchdstadlectua
Property; and
(xvi) Seller has not agreed, committed, arranged or eshtieito any understanding to do anything set famtlthis
Section 5.7
5.8 Taxes
(@ (i) All material Tax Returns that are or were reqdito be filed by or with respect to Seller or aofyits

Subsidiaries, either separately or as a memben ddffliated, combined, consolidated or unitary ypp have been filed on a timely bzt
(taking into account all extensions of due datasadcordance with applicable Law, (ii) all Tax Resureferred to in clause (i) are true
complete in all material respects, (iii) all mas&iamounts of Taxes due for the periods covereslioh Tax Returns (whether or not showi
any Tax Return), including any Taxes payable pursta any assessment made by the IRS or other @axirthorities in respect of su
periods, have been paid in full, and (iv) all meteamounts of estimated Taxes required to be jaicespect of Seller or any of
Subsidiaries have been paid in full when due iroetance with applicable Law. Seller has deliveredhade available to Purchaser true
complete copies of all income Tax Returns and atheterial Tax Returns filed by Seller, any of iteSidiaries, and any affiliated, combin
consolidated or unitary group of which Seller oy afits Subsidiaries is or was a member sincadkable year ended December 31, 2004.

(b) (i) There is no material dispute or claim concegnamy Tax liability of Seller or any of its Subsdies claimed ¢
raised by any Taxing Authority in writing or of wdti any director or officer (or employee responsibletax matters) of Seller is aware.
material deficiencies asserted or assessments azmdeaesult of an examination of any Tax Returedfiby Seller or any of its Subsidiai
have been paid in full, and no material issuesweat raised by any Taxing Authority in connectigith any such examination are currel
pending. Neither Seller nor any of its Subsidiati@s given or been requested to give a currentgctfe waiver (or is subject to sucl
waiver given by any other Person) of any statuténoitations relating to Taxes or agreed to anyrently effective extension of time w
respect to a Tax assessment or deficiency. No olwexs claim has ever been made by an authorityynjarisdiction in which Seller or any
its Subsidiaries does not file Tax Returns thateBelr any of its Subsidiaries is or may be subjedbxation in such jurisdiction. There are
unresolved examinations of all Tax Returns, inaigdia reasonably detailed description of the natfreeach such examination,
adjustments made to such Tax Returns, and thetiresuleficiencies asserted or assessments madeebyRS or other appropriate Tax
Authority.
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(c) No Tax is required to be withheld pursuant to Secfi445 of the Code as a result of the transfeteroplated b
this Agreement.

(d) There are no Liens, except for Permitted Exceptioakting or attributable to Taxes with respect do in
connection with, the Purchased Assets. There ibasis for the assertion of any claim for Taxes l{eing Taxes of Purchaser and
Affiliates) which, if adversely determined, would i3 reasonably likely to result in the impositiohany Lien on the Purchased Asset
otherwise adversely affect Purchaser, the BusioePsirchaser’s use of such assets.

(e) All material amounts of Taxes that Seller is or weguired by Law to withhold or collect have beaydvithhelc
or collected and, to the extent required by appledaw, have been paid to the proper Governmdéudly or other Person and all related
Returns, including Forms W-2 and 1099, have beepgity completed and timely filed.

5.9 Real Property

€)) Section 5.9(adf the Disclosure Memorandum sets forth an accuaatk complete list of all real property
interests in real property (including the locatafrthe property, monthly rent, lease expiration agdare footage), other than the real proj
subject to the Excluded Real Property Leases, debgeSeller and the Subsidiaries (individually, &&al Property Lease and the re:
properties specified in such leases being refdodterein individually as a “ Seller Propeftand collectively as the “ Seller Properti§sas
lessee or lessor which are currently used or ctiyréeld for use in connection with the Business3afler or a Subsidiary and are neces
for the continued operation of the Business byeéselhd the Subsidiaries as the Business is cuyreatlducted. All of the Seller Properti
buildings, fixtures and improvements thereon owoetbased by Seller or a Subsidiary are in goodaip®y condition and repair (subjec
normal wear and tear). Seller has delivered orratise made available to Purchaser true, correctcamaplete copies of the Real Prop
Leases, together with all amendments, modificatmrsupplements thereto, including any assignmtetgof.

(b) Seller and the Subsidiaries have a valid and eefdile leasehold interest under each of the RegeRyolLease:
subject to applicable bankruptcy, insolvency, reaigation, moratorium and similar laws affectingditors’ rights and remedies gener:
and subject, as to enforceability, to general fples of equity (regardless of whether enforcenmisrgought in a proceeding at law ol
equity). Each of the Real Property Leases is ihfeute and effect, and neither Seller nor any 8lias/ has received or given any notice
any default or event that with notice or lapseiwofet or both, would constitute a default by Seberany Subsidiary under any of the F
Property Leases and, to the Knowledge of ParenKaumavledge of Seller, no other party is in defabkreof, and no party to any of the F
Property Leases has exercised any terminationsrigtih respect thereto.
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(©) Seller and the Subsidiaries have all material foeates of occupancy and Permits of any GovernnheBay
necessary or useful for the current use and operati each Seller Property, and Seller and the ifligh®s have fully complied with ¢
material conditions of the Permits applicable tenth except, in each case, where the failure to kaeh certificates or Permits has not
and is not reasonably likely to have, a Materiavé&de Effect. No default or violation, or eventttidth the lapse of time or giving of noti
or both would become a default or violation, hasungd in the due observance of any Permit, exatpre such default or violation has
had, and is not reasonably likely to have, a Matédverse Effect.

(d) There does not exist any actual or, to the Knowdedfj Parent and Knowledge of Seller, threatene
contemplated condemnation or eminent domain praegedhat affect any Seller Property or any pagrdbf, and neither Parent nor Se

has not received any notice, oral or written, @f ititention of any Governmental Body or other Peitsotake or use all or any part thereof.

(e) Neither Seller nor any Subsidiary has receivedraotice from any insurance company that has issysliey with
respect to any Seller Property requiring perforneamicany structural or other repairs or alteratitmsuch Seller Property.

) Neither Seller nor any Subsidiary owns or holds] snnot obligated under or a party to, any optigght of first
refusal or other contractual right to purchasepaeg sell, assign or dispose of any real estagrmortion thereof or interest therein.

5.10 Tangible Personal Property

(@) Seller and the Subsidiaries have good and marketile to all of the items of tangible personabperty reflecte
on the Final Balance Sheet that relate to the Bgsimor the Purchased Assets (except as sold arséigf subsequent to the date there
the Ordinary Course of Business), free and cleaanyf and all Liens, other than Permitted Exceptigdbssuch items of tangible persol
property which, individually or in the aggregatee anaterial to the operation of the Business argaod condition and in a state of g
maintenance and repair (ordinary wear and tearmpt&dand are suitable for the purposes used.

(b) Section 5.10f the Disclosure Memorandum sets forth all leasffgsersonal property (Personal Property Lea:
") involving annual payments in excess of $10,00Qtirgjao personal property that is located at aesdtiroperty and used by Seller or an
the Subsidiaries in the Business or by which anthefPurchased Assets are bound. All of the itehpsesonal property under the Pers
Property Leases are in good condition and repairaae suitable for the purposes used, and suctegyois in all material respects in-
condition required of such property by the termshef lease applicable thereto during the term eflélase. Seller has delivered or other
made available to the Purchaser true, correct amplete copies of the Personal Property Leasesthiegwith all amendments, modificatis
or supplements thereto.

(c) Seller and the Subsidiaries have a valid and ee#de leasehold interest under each of the Per&oglert
Leases under which it is a lessee, subject to egdgle bankruptcy, insolvency, reorganization, mariain and similar laws affecting creditors’
rights and remedies generally and subject, asfararability, to general principles of equity (redi@ss of whether enforcement is sought
proceeding at law or in equity). Each of the Peas&operty Leases is in full force and effect. fEhis no default under any Personal Prog
Lease by the Seller or any of the Subsidiariesoothe Knowledge of Parent and Knowledge of Sebigrany other party thereto, and no e
has occurred that with the lapse of time or théngivof notice or both would constitute a defaukréunder. No party to any of the Pers
Property Leases has exercised any terminationsrigtih respect thereto.
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5.11 Intellectual Property

€)) Section 5.11(a)f the Disclosure Memorandum sets forth an accumate complete list of all Patents, registt
Marks, pending applications for registration of M&runregistered Marks, registered Copyrights, @entding applications for registration
Copyrights included in the Purchased Intellectualperty. Section 5.11(a)f the Disclosure Memorandum lists (i) the juridiins in whict
each such item of Purchased Intellectual Propeaty theen issued, registered, otherwise arises which any such application for st
issuance and registration has been filed anch@yegistration or application date, as applicable.

(b) Seller and the Subsidiaries are the sole and axelusvners of all right, title and interest in atadall of the
Purchased Intellectual Property and the Purchageddctual Property includes each of the Copysdhtany works of authorship preparec
or for Seller or any Subsidiary that resulted fromarose out of any work performed by or on bebélSeller or a Subsidiary or by &
employee, officer, consultant or contractor of afifhem. To the Knowledge of Seller and Knowledféarent, Seller and the Subsidia
are the sole and exclusive owners of, or have \atid continuing rights to use, sell and licensethascase may be, all other Purch:
Intellectual Property as the same is used, soldiaedsed in the Business as presently conductdgerposed to be conducted, free and
of all Liens or obligations to others.

(c) The Purchased Intellectual Property, the manufamgulicensing, marketing, importation, offer fals, sale or u
of any products and services in connection with Blosiness as presently and as currently proposds tconducted, and the present
currently proposed business practices, methodsopadations of Seller and the Subsidiaries do nfoinire, constitute an unauthorized
misappropriation or violation of any Copyright, @iea Secret or other similar right of any Person aondthe Knowledge of Seller a
Knowledge of Parent, do not infringe, constituteusrauthorized use of, misappropriate, dilute olate any other Intellectual Property
other right of any Person (including pursuant tg aan-disclosure agreements or obligations to which Rareany of its Affiliates (includin
Seller or any of the Subsidiaries) or any of thmiesent or former employees is a party). The Pweaghdntellectual Property and
Intellectual Property Licenses include all of timellectual Property necessary and sufficient abém Seller and the Subsidiaries to con
the Business in the manner in which such Busiresarrently being conducted and proposed by Swllbe conducted.

(d) Except with respect to licenses of comméaffathe-shelf Software available on reasonable terms farease fe
of no more than $10,000, none of Parent or anysakffiliates (including Seller or any of the Sudbsiries) is required, obligated, or under
Liability whatsoever, to make any payment by wayafalties, fees or otherwise to any owner, licerefpor other claimant to any Purcha
Intellectual Property, or other third Person, wifspect to the use thereof or in connection with ¢bnduct of the Business as curre
conducted or proposed by Seller to be conducted.

(e) There are no Contracts (i) to which Parent or aniysoAffiliates (including Seller or any of the Bsidiaries) is
party (A) granting any Intellectual Property LicengB) containing a covenant not to compete orretlse limiting its ability to (x) explo
fully any of the Purchased Intellectual Property(yrconduct the Business in any market or geodgcaplarea or with any Person or (ii)
which Seller or any Subsidiary is a party containin agreement to indemnify any other Person apaimg claim of infringemer
unauthorized use, misappropriation, dilution odafion of Intellectual Property.
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® Each of the Intellectual Property Licenses is ithflurce and effect and is the legal, valid anddang obligation @
the Seller and/or the Subsidiaries, enforceablénagahem in accordance with its terms, subjectapplicable bankruptcy, insolven
reorganization, moratorium and similar laws affegticreditors’rights and remedies generally and subject, as toregability, to gener.
principles of equity (regardless of whether enfareat is sought in a proceeding at law or in equigither Seller nor any Subsidiary it
default under any Intellectual Property License, tmthe Knowledge of Seller and Knowledge of Rgres any other party to an Intellect
Property License in default thereunder, and no elras occurred that with the lapse of time or tiving of notice or both would constitute
default thereunder. No party to any of the Inteliat Property Licenses has exercised any terminatghts with respect thereto. Seller
the Subsidiaries have, and will transfer to Purehas the Closing, good and valid title to the llettual Property Licenses, free and cle¢
all Liens other than Permitted Exceptions. Selks fielivered or otherwise made available to Pumsttase, correct and complete copies ¢
of the Intellectual Property Licenses, togethehvaill amendments, modifications or supplementsetioer

(9) No Trade Secret or any other muublic, proprietary information included in the Bliased Assets material to
Business as presently conducted and proposed ¢orzicted has been authorized to be disclosedsobden actually disclosed by Parer
any of its Affiliates (including Seller or any dfi¢ Subsidiaries) to any of their employees or &g tPerson other than pursuant to a non-
disclosure agreement restricting the disclosureusedof the Purchased Intellectual Property. Pamedtits Affiliates (including Seller and 1
Subsidiaries) have taken adequate security meatu@®tect the secrecy, confidentiality and vadfiell the Trade Secrets included in
Purchased Intellectual Property and any othermdslic, proprietary information included in the Poased Technology, which measures
reasonable in the industry in which the Businessraes. Each employee, consultant and independeiriactor of Parent and its Affiliat
(including Seller and the Subsidiaries) has enténéal a written nordisclosure and invention assignment agreement thi¢gm in a forr
reasonably acceptable to them and provided to Beectprior to the date hereof.

(h) As of the date hereof, none of Parent or its Adfdis (including Seller and the Subsidiaries) isshigiect of an
pending or, to the Knowledge of Seller and Knowkedyf Parent, threatened Legal Proceedings whichiieva claim of infringemer
unauthorized use, misappropriation, dilution odation by any Person against Seller or any of thles&liaries or challenging the owners
use, validity or enforceability of any Purchasettliectual Property. None of Parent or its Affigat(including Seller and the Subsidiaries)
received written (including by electronic mail) &t of any such threatened claim and, to the Kndgédeof Seller and Knowledge of Par
there are no facts or circumstances that would fibrenbasis for any such claim or challenge. Thelrased Intellectual Property, and al
Parent’'s and its Affiliates’ (including Seller's érthe Subsidiaries’yights in and to the Purchased Intellectual Prgpemte valid an
enforceable.

0] To the Knowledge of Seller and Knowledge of Parami, Person is infringing, violating, misusing
misappropriating any Purchased Intellectual Prgpard no such claims have been made against asgriPBy Parent or any of its Affiliat
(including Seller or any of the Subsidiaries).

)] There are no Orders to which Parent or any of ffdi#es (including Seller or any of the Subsidés) is a party ¢
by which they are bound which restrict, in any miateespect, any rights to any Purchased IntaldProperty.

(k) The consummation of the transactions contatagd hereby will not result in the loss or impagmh of Purchases’
right to own or use any of the Purchased Inteli@dRroperty.
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()] No present or former employee of Parent or anysohffiliates (including Seller or any of the Suttisiries) has ar
right, title, or interest, directly or indirectlyn whole or in part, in any material Purchased llattual Property. To the Knowledge of Se
and Knowledge of Parent, no employee, consultamaependent contractor of Parent or any of itgliafes (including Seller or any of t
Subsidiaries) engaged in the Business is, as dtreswr in the course of such employee’s, consilsaor independent contracter’
engagement, in default or breach of any materiah tef any employment agreement, ntiselosure agreement, assignment of invel
agreement or similar agreement.

(m) Section 5.11(m)f the Disclosure Memorandum sets forth a com@etd accurate list of (i) all Software incluc
in the Purchased Technology owned or licensed sialy by Seller and the Subsidiaries that is nialtéo the operation of the Business
(i) all other Software used in the Business tatat exclusively owned or licensed by Seller dred$ubsidiaries, excluding commercial-off-
the-shelf Software available on reasonable terma fizense fee of no more than $10,000.

(n) Immediately following the Closing, Parent and itffillates will not hold any material assets or rigtof the
Business including any rights to the Purchasedlétteial Property, except for (i) any Excluded Ass€ii) such assets or rights that will
the subject of the Transition Services Agreemedt (@i any services currently provided to Sellertbe Subsidiaries that Purchaser elect:
to be the subject of the Transition Services Agre®m

5.12 Material Contracts

(@) Section 5.12f the Disclosure Memorandum sets forth all of fiblllowing Contracts to which Seller or any of
Subsidiaries is a party or by which it is bound avtdch relate to the Business or the Purchasedt#sether than any Excluded Contr:
(collectively, the “ Material Contract$:

0] Contracts with any Affiliate or current or formeffioer, director, stockholder or Affiliate
Seller or any of the Subsidiaries or any loan effi&ffiliate of any loan officer, agent, broker sales representative of Seller or
of the Subsidiaries that are currently in effect;

(i) Contracts with any labor union or association repnéing any employees of Seller or any o
Subsidiaries;

(iii) Contracts for the sale of any of the assets okBell any of the Subsidiaries or for the grai
any Person of any preferential rights to purchased its assets other than in the Ordinary CowfsBusiness and not material
amount in the aggregate;

(iv) Contracts for joint ventures, strategic alliancespartnerships or other Contract (howe
named) involving a sharing of profits, losses, sastLiabilities by Seller or any Subsidiary withyaother Person;

(v) Contracts prohibiting or limiting the ability of Be&r to (A) engage in any line of business,
compete with, obtain products or services frompravide services or products to, any Person, (@yan or expand the nature
geographical scope of the Business anywhere inthil or (D) disclose any confidential informationthe possession of Seller (
not otherwise generally available to the public);
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(vi) Contracts relating to the acquisition by Selleramy of the Subsidiaries of any opera
business or the capital stock of any other person;

(vii) Contracts relating to incurrence, assumption orrgjuge of any indebtedness in exces
$100,000 or imposing a Lien on any of its assets;

(viii) Contracts involving (A) leases by Seller from oratoy other Person of any tangible pers
property or real property or (B) purchases or shieSeller of materials, supplies, equipment ovises and which, in the case
clauses (A) and (B), calls for future paymentsxoess of $25,000 in any year;

(ix) Contracts under which the Seller or any of the Blidgndes has made advances or loans tc
other Person other than (A) intercompany loans(Bidbans and advances made in the Ordinary CafrBeisiness;

(x) Contracts providing for severance, retentirange in control or similar payments;

(xi) Contracts for the employment (including Veill” employment) of any individual on a futime,
part-time or consulting or other basis providinguaal compensation in excess of $100,000;

(xii) outstanding agreements of guaranty, surety or imiferation, direct or indirect, by Seller
any of the Subsidiaries, other than master loanhase agreements to which Seller or any Subsidiayparty;

(xiii) Contracts (or a group of related contracts) whiclolve the expenditure of mc
than $50,000 annually or $100,000 in the aggregatequire performance by any party more than @ from the date hereof; and

(xiv) Contracts that are otherwise materialh® Business.

(b) Each of the Material Contracts is in full force agiflect and is the legal, valid and binding obligatof Selle
and/or a Subsidiary, enforceable against them goradance with its terms, subject to applicable bapicy, insolvency, reorganizatic
moratorium and similar laws affecting creditorigjhts and remedies generally and subject, asfaregability, to general principles of equ
(regardless of whether enforcement is sought iroageding at law or in equity). Neither Seller aoy Subsidiary is in material default un
any Material Contract, nor, to the Knowledge ofdPdrand Knowledge of Seller, is any other partsirig Material Contract in material defe
thereunder, and no event has occurred that witheghee of time or the giving of notice or both wababnstitute a material default thereun
No party to any of the Material Contracts has eisertany termination rights with respect theretdle® and the Subsidiaries have the rigk
and will at the Closing, assign the Material Coctiseto Purchaser. Seller has delivered or othermiagde available to Purchaser true, co
and complete copies of all of the Material Consattgether with all amendments, modificationsuppdements thereto.

(©) None of the Purchased Contracts contains any cgstrs prohibiting or limiting the ability of Selléor Purchast
following the Closing) to (1) engage in any linebofsiness, (2) compete with, obtain products orises from, or provide services or prodi
to, any Person, (3) carry on or expand the natumgeographical scope of the Business anywhereenmbrld, (4) disclose any confiden
information in the possession of Seller (and néteowise generally available to the public) or (Biee into any Contract with any otl
Person.
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5.13 Employee Benefits

€)) Section 5.13(a)f the Disclosure Memorandum sets forth a true @mdplete list of each profgharing, pensio
severance, thrift, savings, incentive, change otroh, employment, retirement, vacation, bonussmgbn, equity, deferred compensation,
insurance and any medical, vision, dental or otmealth plan, flexible spending account, cafetetenpholiday, disability or any oth
employee benefit plan or fringe benefit plan, agreet, arrangement or commitment, whether writtearovritten (all of which are hereinaf
referred to as the “ Employee Benefit Pldnswvhich is maintained, contributed to or requiredbéocontributed to by Parent or Seller on be
of any current or former employee, director or ettt of Seller. Section 5.13(af the Disclosure Memorandum identifies each of
Employee Benefit Plans which constitutes an “em@éolgenefit planas defined in Section 3(3) of ERISA, in additioratyy other plan, fun
policy, program, practice, custom, understandin@mangement providing compensation or other benefihether or not such Emplo
Benefit Plan is or is intended to be (i) coveredjoalified under the Code, ERISA or any other aggtile Law, (i) written or oral, (iii) funde
or unfunded, (iv) actual or contingent, or (v) @ed at through collective bargaining or otherwiSeller does not have any forr
commitment, or intention communicated to employdescreate any additional Employee Benefit Plamadify or change any existi
Employee Benefit Plan.

(b) Parent or Seller has delivered to Purchimeerand complete copies of (i) the most recent dlzcuments
(including all amendments thereto) of all Emploamefit Plans and other writings setting forth thiens of such Employee Benefit Plans;
(i) the most recent summary plan description, tbgewith each summary of material modificationg@bfEmployee Benefit Plans; and (iii)
written descriptions of all Employee Benefit Pldoswhich a plan document or other writing is nequired or available.

(c) Neither Parent, Seller nor any ERISA affiliate lea®r maintained or participated in any Employeediielar
which has been subject to title IV of ERISA or Cdglection 412 or ERISA Section 302, including, bat limited to, any multiemploye
plan” (within the meaning of Section 4001(a)(3)ERISA). An ERISA affiliate for purposes of this $iea 5.13is any person or entity tt
would be considered, when combined with Selleihgls employer pursuant to Section 414 of the Code.

(d) The consummation of the transactions contemplageithib Agreement and the Seller Documents will f@otwill
not upon termination of employment within a fixedripd of time following such consummation) (i) eletiany employee, director
consultant to severance pay, unemployment comgensat any other payment, or (ii) accelerate theetiof payment or vesting or incre
the amount of payment with respect to any compensdue to any Employee, director or Contingent Kéor

(e) Except as set forth in Section 8.1(h}hyp Section 8.%f the Disclosure Memorandum, no written, or, te
Knowledge of Seller and Knowledge of Purchaset, mjresentation or communication with respectrtp aspect of a Employee Benefit F
has been made to any employee on or before thénGl@ate that is not in accordance with the writtgrotherwise prexisting terms ar
provisions of such plans.
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5.14 Labor.

(@) There is no labor or collective bargainiggezement with any union or similar labor organizatcovering any
Employee.

(b) No petition for certification or union election éxisting or pending with respect to any Employed aa union
labor organization or collective bargaining unistsught certification or recognition within theepeding three (3) years with respect to
Employee.

(c) All Employees are at-will employees.

(d) There are no (i) strikes, work stoppages, slowdovwoekouts or arbitrations or (ii) material griewas or othe
labor disputes pending or, to the Knowledge of Fasnd Knowledge of Seller, threatened againstneolving Seller or any of tt
Subsidiaries involving any Employee. There are nfain labor practice charges, grievances or comfdapending or, to the Knowledge
Parent and Knowledge of Seller, threatened by dredvalf of any Employee.

5.15 Litigation.

(@) Except as set forth in Section 5df5he Disclosure Memorandum, there is no Legat®eding pending or, to t
Knowledge of Parent and Knowledge of Seller, tleratl against Seller or any of the Subsidiariestgathe Knowledge of Parent &
Knowledge of Seller, pending or threatened, againgtof the officers, directors or key employeesSefler or any of the Subsidiaries v
respect to their business activities on behalf efie), or to which Seller or any of the Subsidiariis otherwise a party, before
Governmental Body; nor, to the Knowledge of Pawerd Knowledge of Seller, is there any reasonabdéstfar any such Legal Proceedi
Except as set forth in Section 5.46the Disclosure Memorandum, neither Seller ngr @absidiary is subject to any Order. Except aswt
in Section 5.1%f the Disclosure Memorandum, neither Seller ngr @nbsidiary is engaged in any legal action to vecononies due it or fi
damages sustained by it.

(b) There are no Legal Proceedings or Orders issuediimg or, to the Knowledge of Parent and Knowledb8eller
threatened, against Parent, Seller or any of 3gllassets, at law, in equity or otherwise, in, befdry, or otherwise involving, a
Governmental Body, arbitrator or other Person tipag¢stion or challenge the validity or legality af; have the effect of prohibitir
preventing, restraining, restricting, delaying, rimgkillegal or otherwise interfering with, this Aggment, the Seller Documents,
consummation of the transactions contemplated lgeoelihereby or any action taken or proposed tdaken by Parent or Seller purst
hereto or in connection with the transactions ampilated hereby or thereby. To the Knowledge of Rtaaed Knowledge of Seller, no ev
has occurred or circumstance exists that couldoredsy be expected to give rise to or serve assi lfar the commencement of any s
Legal Proceeding or the issuance of any such Order.

(c) Neither Parent nor Seller is a party to any writdgneement, consent agreement or memorandum ofstadding
with or a party to any commitment letter or similardertaking with, and the Board of Directors tloétgas not adopted any resolutions a
request of, any Governmental Body that restrictaieduct of the Business or that are in any marglated to its capital adequacy, its cr
policies, its management or the Business, nor Rarent or Seller been advised by any Governmertdly Bhat the entity is consideri
requesting such an agreement, consent agreememtonamedum of understanding, commitment letter orilaimundertaking, or Board
Directors resolutions.
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5.16 Compliance with Laws; Permits

€)) Seller and the Subsidiaries are in compliancelireapects with all Laws of every Governmental Boidgluding
all licensing and escheat laws, applicable to theclased Assets or their conduct of the Busines®p for such failure to comply that |
not had, and is not reasonably likely to have, deklal Adverse Effect. Neither Seller nor any of tBubsidiaries has received any writte
other notice of or been charged with the violatidrany Law with respect to the Business or the Pased Assets. To the Knowledge
Parent and Knowledge of Seller, neither Selleraror of the Subsidiaries is under investigation wébpect to the violation of any Law w
respect to the Business or the Purchased Assethearedare no facts or circumstances which couta filhe basis for any such violation.

(b) Section 5.16(b)f the Disclosure Memorandum contains a list oPaimits which are required for the operatio
the Business as presently conducted. Seller an8uhsidiaries currently have all Permits which raeuired for the operation of the Busir
as presently conducted, except where the failuteate such Permits has not had, and is not realyoliledly to have, a Material Adver
Effect. Neither Seller nor any of the Subsidiaigem default or violation in any material respeantd no event has occurred which, with nc
or the lapse of time or both, would constitute tadk or violation, in any material respect of aeym, condition or provision of any Permi
which it is a party, to which the Business is sabjr by which any of the Purchased Assets are d@uml, to the Knowledge of Parent
Knowledge of Seller, there are no facts or circamsés which could form the basis for any such detawiolation. All applications require
to have been filed for the renewal of any Perrsielil in Section 5.16(tof the Disclosure Memorandum have been duly filecgdimely basi
with the appropriate Governmental Body, and aleoffilings required to have been made with respreany such Permit have been duly v
on a timely basis with the appropriate GovernmeBtady, except where the failure to have timely madeh filings has not had, and is
reasonably likely to have, a Material Adverse Hffec

5.17 Environmental Matter€Except as set forth in Section 5dfthe Disclosure Memorandum hereto:

€)) no Hazardous Materials have been used, storechernveise handled in any manner by Parent, Sellangrof thei
Subsidiaries on, in, from or affecting any Selleogerty except in compliance with applicable Enmireental Laws;

(b) to the Knowledge of Parent and the Knowledge ofegeho Hazardous Materials have at any time betrase
into or stored on or in any Seller Property;

(©) neither Parent nor Seller has received any nofiemy violations (and, to the Knowledge of Paramd &nowledg
of Seller, there are no existing violations) of @pplicable Law governing the use, storage, treatntensportation, manufacture, refinem
handling, production or disposal of Hazardous Matgron, in, from or affecting any Seller Propesayd there are no Legal Proceed
pending or, to the Knowledge of Parent and KnowtedySeller, threatened by any Person with regpeay such violations; and

(d) all Seller Properties are currently being, and hiawéhe past been, operated by Parent or Sellallimateria
respects in accordance and in compliance withpglieable Environmental Laws.

5.18 InsuranceSeller and the Subsidiaries have insurance pglici full force and effect for such amounts assaiféicient fo
all requirements of Law and all agreements to wieler or any of the Subsidiaries is a party omtnch it is bound to the extent applice
to the Business, the Seller Properties and thehBsed Assets. Set forth in _Section 5df8he Disclosure Memorandum is a list of
insurance policies and all fidelity bonds held liyapplicable to Seller or any of the Subsidiarshie extent applicable to the Business
Seller Properties and the Purchased Assets séttithg in respect of each such policy, the poliegne, policy number, carrier, term, type
amount of coverage and annual premium. Excepttasrsle in Section 5.18f the Disclosure Memorandum, no event relatin§edier or an
of the Subsidiaries has occurred which could realsigrnbe expected to result in a retroactive upveadjdstment in premiums under any <
insurance policies or which could reasonably besetatl to result in a prospective upward adjustrirestich premiums. Excluding insura
policies that have expired and been replaced inCfainary Course of Business and except as sdt forSection 5.1&f the Disclosur
Memorandum, no insurance policy applicable to thisiBess, the Seller Properties or the Purchaseet#\kas been cancelled within the
two (2) years and, to the Knowledge of Parent and Kadgé of Seller, no threat has been made to cangeduch insurance policy of Sel
or any of the Subsidiaries during such period. Bkes noted in Section 5.18 the Disclosure Memorandum, all such insurandéremair
in full force and effect and all such insurancassignable or transferable to Purchaser. No exanbbcurred, including the failure by Se
or any of the Subsidiaries to give any notice dorimation and none of Seller or any of the Subsid&ahas given any inaccurate or erron:
notice or information to any third party, which lisior impairs the rights of Seller or any of th&bSidiaries under any such insurance pol
in a material adverse manner.
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5.19 Loan Originations

(@) Lender qualifications. Each of Seller and its Sdiasies have been during the last three yearsaemgresently il
compliance with all Applicable Requirements, exogpere such failure to comply has not had, andigeasonably likely to have, a Mate
Adverse Effect. Seller and its Subsidiaries hameely filed, or will have timely filed by the CloginDate, all reports that any Governme
Body or Insurer requires that it file with respégtthe Business, except where such failure to nwlah filings has not had, and is
reasonably likely to have, a Material Adverse Bfféedo Agency has indicated to Seller or any of Stsbsidiaries in writing, or to tl
Knowledge of Parent and Knowledge of Seller, in ather manner, that it has terminated or intendenminate its relationship with Seller
any such Subsidiary for poor performance, poor lgaality or concern with respect to Seller’'s or &ybsidiarys compliance with Laws
that Seller or any of its Subsidiaries is in defamder or not in compliance with respect to anyplgable Requirements, except as would
individually or in the aggregate, be materially abe to Seller and its Subsidiaries.

(b) Seller conduct. The loan origination and underwgtiprocesses, procedures and guidelines of Sallrite
Subsidiaries that are used in the Business areuatie@nd are consistent with generally acceptedsimg standards, and Seller anc
Subsidiaries have not taken any action or omitedake any action in violation of such loan origioa and underwriting process
procedures and guidelines with respect to any@fiipeline Loans. Neither Seller nor its Subsidehiave done or caused to be done, or
failed to do or omitted to be done, any act, tHeatfof which would operate to invalidate or mad#lyi impair (1) any private mortga
insurance or commitment of any private mortgagern@sto insure, (2) any title insurance policy, )y hazard insurance policy, (4)
flood insurance policy, (5) any fidelity bond, ditesurety bond, or errors and omissions insuraraEyprequired by private mortga
insurers, or (6) any surety or guaranty agreeniergach case applicable to the Pipeline Loansasamably necessary to the operation o
Business. No Agency or private mortgage insurer(kpslaimed in writing or, to the Knowledge of Bat and Knowledge of Seller, intel
to claim, that the Pipeline Loans, Seller or anyt®fSubsidiaries have violated or have not conapliéth the representations and warrar
applicable with respect to any Pipeline Loans, @hwespect to any sale of Mortgage Loans or mgegservicing rights or (y) impos
restrictions on the activities (including commitmhenthority) of Seller or any Subsidiary, exceptendsuch restrictions have not had, ani
not reasonably likely to have, a Material Adver$ie&.
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(c) Pipeline loans.

0] Except as would not, individually or in the aggregaeasonably be expected to have a Material Ad
Effect or a material adverse effect on the aggeedait market value of the Pipeline Loans, eachelip Loan was advertise
solicited and originated by Seller in a manner &iaat with all Applicable Requirements and aplieaLaws, and with the inte
and expectation that, upon closing or funding, duld be (1) eligible for sale to, and insurance by,pooling to collateraliz
securities issued by an investor, Agency or Insui®r evidenced by a Mortgage Note with such teamsare customary in t
business; (3) duly secured by a Mortgage with daohs as are customary in the business and whaitgthe holder thereof eithe
first lien on the Mortgaged Property (including aimyprovements thereon) with respect to Pipelinensoariginated as first li¢
Mortgage Loans and with respect to Pipeline Loaigirated as second lien Mortgage Loans, a secdodtp lien on the Mortgage
Property which constitutes a security interest ties been duly perfected and maintained (or isiénprocess of perfection in ¢
course) and is in full force and effect and is nesuby a title policy issued by a company acceptablthe applicable Agency
investor to the extent required by the applicablgercy or investor; (4) accompanied by a hazardramae policy coverir
improvements on the Mortgaged Property subjectuth sMortgage, with a loss payee clause in favoiSefler or one of i
Subsidiaries or the assignee of Seller or oneltssiliaries, which insurance policy or policies ex/such risks as are custom:
insured against in accordance with industry practind in accordance with investor or Agency requénets, and which includ
flood insurance and/or special hazard insuranceravbigher is required by an investor or Agency; &dcovered by a policy
private mortgage insurance, if required by the seohany Applicable Requirement or any applicabtavL Neither Seller nor i
Subsidiaries has engaged in any act or omissidnatbiald impair the coverage of such insurance desdrin this subsection, exci
as would not, individually or in the aggregate s@zably be expected to have a material adverset effiethe Business, the Purche
Assets or the aggregate fair market value of tipelffie Loans. The information set forth in the M@age Loan Tape with respec
the Pipeline Loans is complete, true and corredallirmaterial respects as of the date specifiethénMortgage Loan Tape. In |
event Purchaser changes or modifies the loan umiiegvcriteria employed by Seller with respectaoy Pipeline Loan, and st
change results in a Liability to Purchaser or &faiof the representations and warranties seh farthis_Section 5.19(b)(ip be trus
and correct in all respects with respect to sugelRie Loan, then the representations and warsasge forth in this Section 5.19(b)
(i) shall be of no force and effect with respect tchsBipeline Loan and Seller and Parent shall havetiner obligation or Liability t
Purchaser with respect to such Pipeline Loan.

(i) The representations and warranties set fattbixhibit 5.19(b)(ii)shall be true and correct with respec
each Pipeline Loan.

(iii) Except as would not, individually or in the aggreegaeasonably be expected to have a material s¢
effect on the Business, the Purchased Assets oagbesgate fair market value of the Pipeline Lodns, for the execution a
delivery of this Agreement and the consummatiorthef transactions contemplated hereby, upon théngaend funding of tr
Pipeline Loans, Seller or its Subsidiaries wouldeh&een the sole owner of each of the Pipeline tcard the sole owner
beneficiary of or under the related Mortgage Notk®yrtgages, guaranties, indemnities, financing estesnts, assignmer
endorsement, bonds, letters of credit, accounsjramce contracts and policies, credit reports, Raturns, appraisals, esct
documents, participation agreements (if applicadtEgn files, servicing files and all other docunservidencing or securing 1
Pipeline Loans (the “ Mortgage Filé€s Except as would not, individually or in the aggregaeasonably be expected to ha
material adverse effect on the Business, the PaethAssets or the aggregate fair market valueeoPtpeline Loans, there exists
physical damage to any Mortgaged Property refleateétle Mortgage Files as securing any Pipelinen,.@ehich physical damage
not insured against in compliance with the ApplleaRequirements or would cause any Pipeline Loabettome delinquent
adversely affect the value or marketability of &igeline Loan.
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5.20 Loan Officers Set forth in_Section 5.26f the Disclosure Memorandum is a true and compist®f each loan officer
Seller or its Subsidiaries as of the date heregdtteer with a true and complete copy of each fofmny Contract between the Seller or <
Subsidiary and such loan officers, including angnpensation arrangements. Each Contract with ad@farer is in substantially the form, a
contains all of the terms, conditions and provisiset forth in, one of the forms of such Contraetsforth in_Section 5.26f the Disclosur
Memorandum. Seller enjoys good relations with a@ianl officers. Each of the Contracts between Salhek its loan officers is valid, bindi
and in full force and effect in accordance withtiésms. Neither Seller nor, to the Knowledge ofdhaiand Knowledge of Seller, any ot
party to any such Contract is in default in any enat respect with respect to any such Contractranduch Contract contains any provis
providing that the other party thereto may ternéntite same by reason of the transactions contesmdplat this Agreement or the Se
Documents or any other provision which would berall or otherwise become applicable by reasonatf sansactions.

5.21 Related Party Transactions

€)) Except as set forth in Section 5.21gathe Disclosure Memorandum or as specificallycdégd in the annu
proxy statement of Parent as filed with the SECenr8kction 14(a) of the Exchange Act on April 280&, none of Seller, any Subsidiary,
Affiliate of Seller or any of their respective aféirs, directors or employees (i) owns any diredhdirect interest of any kind in, or controls
is a director, officer, employee or partner ofconsultant to, or lender to or borrower from or tresright to participate in the profits of, ¢
Person which is (A) a competitor, supplier, custgrtendlord, tenant, creditor or debtor of Sellemay of the Subsidiaries with respect ta
Business, (B) engaged in a business that is sulabarsimilar to the Business, or (C) a participam any transaction with respect to
Business to which Seller or any of the Subsidiaides party or (ii) is a party to any Contract w@hller or any of the Subsidiaries with res
to the Business.

(b) Except as set forth in Section 5.21¢bthe Disclosure Memorandum, each Contract, ageaénor arrangeme
between Seller or any of the Subsidiaries on trelmnd, and any Affiliate of Seller or any officdirector or employee of Seller on the o
hand, with respect to the Business is on commdyaiahsonable terms no more favorable to the Ati#j director, officer or employee
Seller than what any third party negotiating oreems-length basis would expect.

5.22 Financial AdvisorsExcept for Milestone Advisors LLC, whose feeslsha paid by Seller, no Person has acted, dir
or indirectly, as a broker, finder or financial &iw for Seller or any of the Subsidiaries in cartia with the transactions contemplatec
this Agreement and no Person is entitled to anyfemmmission or like payment in respect thereof.
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ARTICLE VI
REPRESENTATIONS AND WARRANTIES OF PURCHASER
Purchaser hereby represents and warrants to Sedfer

6.1 Organization and Good Standin§urchaseis a federal savings and loan association charteyethe Office of Thrif
Supervision (*OTS), and is duly organized, validly existing andgaod standing under the laws of the United States.

6.2 Authorization of AgreementPurchaser has full corporate power and authtoityxecute and deliver this Agreement
each other agreement, document, instrument officaté contemplated by this Agreement or to be etext by Purchaser in connection v
the consummation of the transactions contemplagedbly and thereby (the “ Purchaser Documé&ntand to consummate the transact
contemplated hereby and thereby. The executiolvetgland performance by Purchaser of this Agred¢raed each Purchaser Docur
have been duly authorized by all necessary corpaetion on behalf of Purchaser. This Agreementbeas, and each Purchaser Docui
will be at or prior to the Closing, duly executetadelivered by Purchaser and (assuming the dim@zdation, execution and delivery by
other parties hereto and thereto) this Agreemenstitates, and each Purchaser Document when satexieand delivered will constitu
legal, valid and binding obligations of Purchasarforceable against Purchaser in accordance waihhspective terms, subject to applici
bankruptcy, insolvency, reorganization, moratoriamd similar laws affecting creditorsights and remedies generally, and subject,
enforceability, to general principles of equitycliding principles of commercial reasonablenessdgiaith and fair dealing (regardless
whether enforcement is sought in a proceedingvablain equity).

6.3 Conflicts; Consents of Third Parties

@ Neither of the execution and delivery by Purchasfethis Agreement and of the Purchaser Documers the
compliance by Purchaser with any of the provisibaseof or thereof will (i) conflict with, or resuibh the breach of, any provision of
charter or bylaws of Purchaser, (ii) conflict with, violate, tdsin the breach of, or constitute a default undey securitization, forwa
commitment, note, bond, mortgage, indenture, lieeagreement or other obligation to which Purchi&sarparty or by which Purchaser o
properties or assets are bound or (iii) violate atatute, rule, regulation or Order by which Pusgrais bound, except, in the cast
clauses (ii) and (iii), for such violations, breastor defaults as would not, individually or in thggregate, have a material adverse effe
the ability of Purchaser to consummate the trafmastontemplated by this Agreement.

(b) Except for filings of applications and notices witkceipt of approvals or nonobjections from, ardimtion o
related waiting periods required by the OTS andRederal Deposit Insurance Corporation (* FD)Cno Consent, waiver, approval, Or¢
Permit or authorization of, or declaration or f§irwith, or notification to, any Person or GovernitarBody is required on the part
Purchaser in connection with the execution andvdsgfiof this Agreement or the Purchaser Documents® compliance by Purchaser v
any of the provisions hereof or thereof.

6.4 Litigation. There are no Legal Proceedings pending or, ti&timviedge of Purchaser, threatened that are raadpfikely
to prohibit or restrain the ability of Purchaseketter into this Agreement or consummate the ttimses contemplated hereby.

6.5 Financial AdvisorsExcept for Credit Suisse Securities (USA) LLC,Rerson has acted, directly or indirectly, as &,
finder or financial advisor for Purchaser in cortimt with the transactions contemplated by thisefgnent and no Person is entitled to
fee or commission or like payment in respect thiereo
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6.6 Financing Purchaser has available, and on the Closing Bradeat such other times pursuant to SectioraBdiSectior
3.5, will have available, sufficient funds, availadlaes of credit or other sources of immediately ikade funds necessary to pay
Estimated Purchase Price, the Escrow Amount, tifiereince between the Estimated Book Value and thal Book Value and the differen
between the Estimated Pipeline Premium and thel Fipeline Premium, each as applicable, and torassthe Assumed Liabilities on 1
terms and conditions of this Agreement. Purchasaliggations hereunder are not subject to any ¢mmdi regarding Purchaserability tc
obtain financing for the consummation of the tratisms contemplated hereby.

ARTICLE VII
COVENANTS

7.1 Access to InformationSeller shall, and shall cause the Subsidiarigafford Purchaser, its officers, employees, adsi
attorneys, accountants and representatives redsomedess to make such investigation of the prigserbusinesses and operations of S
and the Subsidiaries as they relate to the BusimeBsirchased Assets and such examination of tokshoecords and financial conditior
Seller and the Subsidiaries as they relate to ti@rgss or Purchased Assets as it reasonably tequrebto make extracts and copies of
books and records, except to the extent such disidoof books and records is not permitted undpliGgble Law, and access to the mem
of management and personnel of the Business. Aol Bwestigation, examination, discussion and revéhall be conducted during
period prior to the Closing, during regular busg&®urs and under reasonable circumstances aner SBHIl cooperate fully therein.
investigation by Purchaser prior to or after théedaf this Agreement shall diminish or obviate asfythe representations, warrant
covenants or agreements of Seller contained inAgieement or the Seller Documents. In order thatiaser may have full opportunity
make such physical, business, accounting and tegaéw, examination or investigation as it may oeebly request of the affairs of Se
and the Subsidiaries as they relate to the BusinesBurchased Assets, Seller shall cause the offi@mployees, consultants, age
accountants, attorneys and other representative€gltdr and the Subsidiaries to cooperate fulhjhwgitich representatives in connection
such review and examination.

7.2 Conduct of the Business Pending the Closing

(@) Except as otherwise expressly provided by this Agrent or with the prior written consent of Purchaselle
shall, and shall cause the Subsidiaries to:

0] conduct the Business only in the Ordinaryse of Business;

(i) use their commercially reasonable efforts to (Agsgrve its present business operat
organization (including, without limitation, managent and the sales force) and goodwill of Sellet tie Subsidiaries as they re
to the Business or Purchased Assets and (B) maiitsapresent relationships with Persons havindniess dealings with Seller &
the Subsidiaries (including, without limitation, stamers, suppliers, officers, employees, undervgitagents, brokers, sg
representatives, correspondents, landlords andtons) with respect to the Business or the Purchassets;

(iii) maintain (A) all of the assets and properties dfeBand the Subsidiaries that relate to
conduct of the Business or the Purchased Asséf®incurrent condition, ordinary wear and tearepted and (B) insurance upon
of the assets and properties of Seller and theidiahiss that relate to the conduct of the Businmsthe Purchased Assets in s
amounts and of such kinds comparable to that ecefin the date of this Agreement;
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(iv) (A) maintain the books, accounts and records ofeSaind the Subsidiaries that relate to
conduct of the Business or the Purchased Assédtei®rdinary Course of Business, (B) continue titecbaccounts receivable
pay accounts payable that relate to the condutchefBusiness or the Purchased Assets utilizing abprocedures and withc
discounting or accelerating payment of such accuand (C) comply in all material respects with edintractual and oth
obligations applicable to the operation the Busireesd the Purchased Assets;

(v) comply in all material respects with all applicabkews that relate to the conduct of the Busi
or the Purchased Assets;

(vi) pay all maintenance and similar fees and take thiéroappropriate actions as necessa
prevent the abandonment, loss or impairment d?althased Intellectual Property;

(vii) continue the existing credit collection controld#linquencies and other policies and prac
relating to the conduct of the Business; and

(viii) not take any action which would adversely affeet #bility of the parties to consummate
transactions contemplated by this Agreement.

(b) Except as otherwise expressly provided by this égrent or with the prior written consent of Purchaselle
shall not, and shall not permit the Subsidiarieswvith respect to the Business or the Purchasedtsss

0] except as set forth in Section 5.12¢f)the Disclosure Memorandum, or as may be requig
applicable Law, (A) increase the annual level afnpensation of any Employee in an amount greater #i®,000, (B) grant al
unusual or extraordinary bonus, benefit or otheedior indirect compensation to any Employee, aiire or consultant, or (¢
increase the coverage or benefits with respechyoEanployee available under any Employee BeneéihRir create or enter into ¢
new Employee Benefit Plan;

(i) make any loan or advance to any Personrdtian in the Ordinary Course of Business;
(iii) incur or assume any indebtedness othem thahe Ordinary Course of Business;
(iv) subject to any Lien or otherwise encumber or, extmpPermitted Exceptions, permit, allow

suffer to be encumbered, any of the propertiesseta (whether tangible or intangible) of Selleamy of the Subsidiaries;

(v) acquire any material properties or assets or sslign, license, transfer, convey, leas
otherwise dispose of any of the Purchased Asse®gltér and the Subsidiaries;

(vi) enter into or agree to enter into any merger oscbaation with, any corporation or other en
except for any merger or consolidation that isamterse to the rights and interests of Purchasdodh in this Agreement, and ti
would not have any adverse effects on, the Busimesthe Purchased Assets or the ability of Selled &#s Subsidiaries
consummate the transactions contemplated by thisehgent, and not engage in any new business cstiimemake a loan, advar
or capital contribution to, or otherwise acquire ffecurities of any other Person;
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(vii) cancel or compromise any debt or claim or waiveetease any right of Seller or any of
Subsidiaries;

(viii) except in the Ordinary Course of Business, deviam or change in any respect the cred
underwriting policies or collateral eligibility stdards of Seller or any Subsidiary;

(ix) enter into, modify or terminate any labor or cdllee bargaining agreement or, throi
negotiation or otherwise, make any commitment ouirany liability to any labor organization withspect to any Employee;

(x) enter into any transaction or enter into, modifyiead, terminate or renew any Contract whic
reason of its size, terms or otherwise is not é@x@ndinary Course of Business;

(xi) enter into any Contract, understanding or commitntieat restrains, restricts, limits or impe
the ability of the Business, or the ability of Puaiser, to compete with or conduct any businesmerdf business in any geograr
area,;

(xii) except as set forth in_Section 7.2(b)(>0i) the Disclosure Memorandum, terminate, am
restate, supplement or waive any rights under ajyaterial Contract, Real Property Lease, Persémnaperty Lease or Intellecti
Property License or (B) Permit;

(xiii) enter into, modify or amend any agreemeith any broker or correspondent;

(xiv) amend the certificate of organization ncarporation or byaws (or other similar governii
documents) of Seller or any Subsidiary in a marhat would adversely impact the consummation oftthesactions contemplal
hereby; or

(xv) agree to do anything (A) prohibited by tl8ection 7.2, (B) which would make any of t
representations and warranties of Seller in thissAment untrue or incorrect in any material respe¢C) that would reasonably

expected to have a Material Adverse Effect.

7.3 Consents Seller shall use (and shall cause each of thesiiabies to use) its commercially reasonable &ffoan

Purchaser shall cooperate with Seller, to obtairthat earliest practicable date all Consents ando&pfs required to consummate
transactions contemplated by this Agreement, inoydwithout limitation, the Consents and approva&erred to in_Section 5.3(b)Selle
shall bear the sole cost of obtaining such Consamiisapprovals except for those costs associatédabtaining consents to assignmer
transfer of any Material Contract or Real Propésgase which costs shall be shared equally by Psecrand Seller.
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7.4 Regulatory Approvals

€)) Each of Purchaser, Parent and Seller shall use eocietly reasonable efforts to (i) make or causbdaanade a
filings required of each of them or any of theispective Subsidiaries or Affiliates under any Amt Laws with respect to the transact
contemplated hereby as promptly as practicable iarehy event, within ten Business Days after tate @f this Agreement, (ii) comply at"
earliest practicable date with any request undgrAattitrust Laws for additional information, docunts, or other materials received by €
of them or any of their respective Subsidiariesrfthe FTC, the Antitrust Division or any other Goweental Body in respect of such filir
or such transactions and (iii) cooperate with eztbler in connection with any such filing (includirtg the extent permitted by applicable L
providing copies of all such documents to the fiting parties prior to filing and considering attasonable additions, deletions or cha
suggested in connection therewith) and in connectiith resolving any investigation or other inquio§ any of the FTC, the AntitrL
Division or other Governmental Body under any Antt Laws with respect to any such filing or anglstransaction. Each such party s
use commercially reasonable efforts to furnishaoheother all information required for any applicator other filing to be made pursuan
any applicable Law in connection with the transatdi contemplated by this Agreement. Each such @yl promptly inform the oth
parties hereto of any oral communication with, @nadvide copies of written communications with, @@gvernmental Body regarding ¢
such filings or any such transaction. No party teshall independently participate in any formaletireg with any Governmental Body
respect of any such filings, investigation, or otimguiry without giving the other parties heretdop notice of the meeting and, to the ex
permitted by such Governmental Body, the opponjutttattend and/or participate. Subject to appleadtaw, the parties hereto will cons
and cooperate with one another in connection with analyses, appearances, presentations, memoranels, arguments, opinions &
proposals made or submitted by or on behalf ofgarty hereto relating to proceedings under anytArsi Laws.

(b) Each of Purchaser and Seller shall use commercedigonable efforts to resolve such objectioranyf, as may t
asserted by any Governmental Body with respedte¢dransactions contemplated by this AgreementrihgeSherman Act, as amended,
Clayton Act, as amended, the Federal Trade Comonisact, as amended, and any other United Statesrdbdr state or foreign statut
rules, regulations, orders, decrees, administrativgidicial doctrines or other laws that are desitjto prohibit, restrict or regulate acti
having the purpose or effect of monopolizationestraint of trade (collectively, the * Antitrust wa ”). In connection therewith, if any Le¢
Proceeding is instituted (or threatened to be tintstil) challenging any transaction contemplatedhisyy Agreement as in violation of
Antitrust Law, Seller shall use commercially reasiole efforts, and Purchaser shall cooperate willerSéo contest and resist any such Li
Proceeding, and to have vacated, lifted, reversedyerturned any decree, judgment, injunctiontbeoorder whether temporary, prelimin
or permanent, that is in effect and that prohibgtgvents, or restricts consummation of the traiimae contemplated by this Agreem:i
including by pursuing all available avenues of austrative and judicial appeal and all availablgiséative action, unless, by mut
agreement, Purchaser and Seller decide that Idiga not in their respective best interests. EafcRurchaser and Seller shall use reasol
efforts to take such action as may be requiredattse the expiration of the notice periods under Antjtrust Laws with respect to st
transactions as promptly as possible after thewiat of this Agreement. Notwithstanding anythimgtihe contrary provided herein, neit
Purchaser nor any of its Affiliates shall be reqdifi) to hold separate (including by trust or otfiee) or divest any of its businesses, pro
lines or assets, or any of the Purchased Assitty égree to any limitation on the operation onduct of the Business, or (iii) to waive an
the conditions to this Agreement set forth in Sec.1.

(c) Each party hereto hereby agrees to coopeiititecach other party and to promptlgrepare and file all necess
filings, applications and other documents, to abts promptly as practicable all Consents of Ganemtal Bodies necessary or advisab
consummate the transactions contemplated herebytaafit any injunction or other legal bar to thensummation of the transactic
contemplated by this Agreement (and, in such dasproceed with the consummation of the transastmontemplated by this Agreemen
expeditiously as possible), including through alsgible appeals; provided, that Purchaser shalbb@oéquired to consummate the transac
contemplated hereby if, in the reasonable goodh fpiigment of Purchaser, any conditions or regbnst imposed by any third party
Governmental Body in connection with any such Cahseay reasonably be expected to materially impadr ability of Purchaser
consummate the transactions contemplated herelyperate the Business or any other business opebgtd@urchaser or its Affiliat
following the Closing in substantially the same mamit has been operated prior to the date ofAQi®ement. Subject to the timely receip
all necessary information and materials from Paggnt Seller, Purchaser shall, if necessary, fitepoprior to five Business Days after
date hereof, the appropriate application with tlfiic® of Thrift Supervision necessary to obtain #ppropriate Consent of the Office of TF
Supervision required to consummate the transactontemplated by this Agreement. Each party shalehthe right to review in advan
and to the extent practicable each will consultdtier on, in each case subject to applicable Lraeding to the exchange of information,
information relating to Purchaser, Seller or Parastthe case may be, that is reasonably relewvastich party in terms of obtaining ¢
Consents of Governmental Bodies and which appeaemny filing made with, or other written materiagbmitted to, any third party
Governmental Body in connection with the transatioontemplated by this Agreement. In exercisirgftiiegoing right, each of Purche
and Seller shall act reasonably and as promptfyradticable. Purchaser and Seller agree that thiekeep the other apprised of the statu
matters relating to completion of the transactionatemplated by this Agreement, including, subjectpplicable Laws relating to t
exchange of information, promptly furnishing théext with copies of notice or other communicatioeseived by Purchaser, Seller or Pa
as the case may be, from any third party or Goventat Body with respect to the transactions contatad hereby.
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7.5 Further Assurances

€)) Subject to_Section 7,4each of Seller and Purchaser shall use its coniatigrreasonable efforts to (i) take
actions necessary or appropriate to consummateahsactions contemplated by this Agreement apadiise the fulfillment at the earli
practicable date of all of the conditions to threspective obligations to consummate the transastontemplated by this Agreement.

(b) Parent will transfer all Purchased Intellectualgemy owned by Parent and its Affiliates (othenti&eller and tr
Subsidiaries) to Seller prior to the Closing. Seltbe Subsidiaries and Parent shall execute sddhi@nal documents and take such o
actions as may be reasonably necessary or desii@tdecure, record or perfect the assignment ofPtliechased Intellectual Property
Purchaser and to allow Purchaser to register, @iaintefend, enforce and otherwise obtain the Walefits of the Purchased Intellec
Property.

7.6 No Shop

€)) Except with respect to the possible sale by Sefi¢he Excluded Assets, neither Parent nor Sellbrand will not
permit any of the directors, officers, employeegresentatives or agents of Seller or the Subgggiécollectively, the “ Representativgsto,
directly or indirectly, (i) discuss, negotiate, enthke, authorize, recommend, propose or enter ditioer as the proposed surviving, mer
acquiring or acquired corporation, any transactiorolving a merger, consolidation, business comtimma purchase or disposition of ¢
amount of the Business or the Purchased Assets thihie the transactions contemplated by this Agesdrfan “_Acquisition Transactioh,
(ii) facilitate, encourage, solicit or initiate dissions, negotiations or submissions of proposalsffers in respect of an Acquisiti
Transaction, (iii) furnish or cause to be furnishéal any Person, any information concerning theimass or the Purchased Asset
connection with an Acquisition Transaction, or (@tfherwise cooperate in any way with, or assigiaticipate in, facilitate or encourage,
effort or attempt by any other Person to do or segkof the foregoing.

43




(b) Parent and Seller shall notify Purchaser orally @nariting promptly (but in no event later than Bdurs) afte
receipt of any proposal or offer from any Persomeotthan Purchaser to effect an Acquisition Tratisacor any request for nopublic
information relating to the Business or for acdesthe properties, books or records of the Busibgsany Person other than Purchaser.
notice shall indicate the identity of the Persorkimg the proposal or offer, or intending to makpraposal or offer or requesting npoblic
information or access to the books and recordh@Business, the material terms of any such propos#fer, or modification or amendme
to such proposal or offer and copies of any wrifeoposals or offers or amendments or supplemét®to. Seller shall keep Purch:
informed, on a current basis, of any material clearig the status and any material changes or neatins in the material terms of any s
proposal, offer, indication or request.

(c) Parent and Seller shall (and shall cause theirddeptatives to) immediately cease and cause tertménated an
existing discussions or negotiations with any Pesg@ther than Purchaser) conducted heretofore nefthect to any of the foregoing. Pa
and Seller agree not to release any third party fitte confidentiality and standstill provisionsasfy agreement to which Seller or any of
Subsidiaries is a party, and, to the extent suchesents are not Purchased Contracts, to enfooteagreements on behalf of Purchas
Purchaser’s request.

7.7 NonCompetition; NorSolicitation; Confidentiality.

(@) For a period from the date hereof until the datg tbh 18 months after the Closing Date, neitheeRanor Selle
shall, and each shall cause its Affiliates not doectly or indirectly, own, manage, operate, cohtor participate in the ownersh
management, operation or control of any businesgtlver in corporate, proprietorship or partnerdoipn or otherwise, engaged in
Business or that otherwise competes with the Bgsim¢her than the purchase, sale or retention ofddge Loans by Parent or Seller (a “
Restricted Businesy in North America; provided, that the restrictonontained in this Section 7.7&)all not restrict Parent or Seller fr
acquiring, directly or indirectly, less than 5%thé outstanding capital stock of any publicly trdi@empany engaged in a Restricted Busil
In addition, for the avoidance of doubt, the resimhs set forth in this Section 7.7(@) elsewhere in this Agreement shall in no wayriet
Parent or Seller from (i) continuing to operate usinesses of Parent and Seller that are notdedlin the Business that is the subject ol
Agreement or from engaging in any other busineas dioes not constitute a Restricted Business,i)oerftering into a definitive agreem
with respect to, or consummating, the sale of Ed@tlAssets or the sale, merger, share exchangsol@ation or other business combina
involving a change in control of Parent (regardleEsvhether the counterparty to any such definitigeement engages in the Restri
Business); provided, that the purpose of such &etien is not to enter into the Restricted Busir{egber by Parent, Seller or the counterg
to any such agreement). The parties hereto spaltjfiacknowledge and agree that the remedy at tavafiy breach of the foregoing will
inadequate and that Purchaser, in addition to dhgraelief available to it, shall be entitled &ntporary and permanent injunctive re
without the necessity of proving actual damageastipng any bond whatsoever.

(b) For a period from the date hereof to the third e@rsary of the Closing Date, neither Parent noleBehall, an
each shall cause their respective Affiliates not(ifocause, solicit, induce or encourage any eyg®s involved in the Business who ar
become employees of Purchaser or its Affiliatedetove such employment or hire, employ or othervdegage any such individual;
(i) cause, induce or encourage any material adugakospective client, customer, broker, corresigom, supplier, or licensor of the Busir
(including any existing or former client of Seller the Subsidiaries and any Person that becombsm of the Business after the Closing
any other Person who has a material businessmeddtiip with the Business, to terminate or modify anch actual or prospective relations

44




(c) Subject to_Section 7.9from and after the date hereof, without the prigitten consent of Purchaser (wh
consent shall not be unreasonably withheld), neftaeent nor Seller shall, and each shall causeréspective Affiliates and such Affiliates’
respective officers, and directors not to, diredtyindirectly, disclose, reveal, divulge or comrimate to any Person other than authot
officers, directors and employees of Purchaserser ar otherwise exploit for its own benefit or the benefit of anyone other than
Purchaser, any Confidential Information (as defibetbw). Neither Parent nor Seller or their respecofficers, directors and Affiliates sh
have any obligation to keep confidential any Coarfidlal Information if and to the extent disclostinereof is specifically required by La
provided, that in the event disclosure is requibgdapplicable Law, Parent and Seller shall, to ¢léent reasonably possible, prov
Purchaser with prompt notice of such requiremeiurgo making any disclosure so that Purchaser sgk an appropriate protective or
For purposes of this Section 7.7(¢)Confidential Informatiori’ shall mean any confidential information with redpecthe Purchased Ass
or the Business, including, methods of operatiarst@amers, customer lists, broker and corresponligtst products, prices, fees, co
Technology, inventions, Trade Secrets, knmaw, Software, marketing methods, plans, persorsugpliers, competitors, markets or o
specialized information or proprietary matters. dnfidential Information’” does not include, and there shall be no obligatereunder wit
respect to, information that (i) is generally aable to the public on the date of this Agreemer(tipbecomes generally available to the pu
other than as a result of a disclosure not otherwé&smissible thereunder.

(d) The covenants and undertakings containdfimSection 7.felate to matters which are of a special, uniqud
extraordinary character and a violation of anyhaf terms of this Section 7will cause irreparable injury to the parties, timeoaint of whicl
will be impossible to estimate or determine and olthcannot be adequately compensated. Thereforeh&ser will be entitled to
injunction, restraining order or other equitabléefefrom any court of competent jurisdiction inetlevent of any breach of this Section 7.7
The rights and remedies provided by this Sectighare cumulative and in addition to any other rigiutsl remedies which Purchaser 1
have hereunder or at law or in equity. In the evbkat Purchaser were to seek damages for any bréabis Section 7.7 the portion of th
Purchase Price which is allocated by the partiegsegdoregoing covenant shall not be considere@asure of or limit on such damages.

(e) The parties hereto agree that, if any court of aaent jurisdiction in a final nonappealable judgméetermine
that a specified time period, a specified geogregdhérea, a specified business limitation or ameotelevant feature of this Section 7
unreasonable, arbitrary or against public polibgnta lesser time period, geographical area, besimaitation or other relevant feature wt
is determined to be reasonable, not arbitrary andagainst public policy may be enforced againstapplicable party.

7.8 Preservation of RecordsSeller and Purchaser each agrees that it shedlepre and keep the records held by it ¢
Affiliates relating to the Business for a periodtiofee years from the Closing Date and shall maké secords and personnel available tc
other as may be reasonably required by such partgrinection with, among other things, any insueariaims by, legal proceedings agz
or governmental investigations of Seller or anytefAffiliates or Purchaser or any of its Affiliater in order to enable Seller or Purchas
comply with its obligations under this Agreementiaach other agreement, document or instrumeneagiated hereby or thereby. In
event Seller wishes to destroy (or permit to betrdged) such records after that time, Seller sfigt give 90 days prior written notice
Purchaser and Purchaser shall have the right apiten and expense, upon prior written notice git@ Seller within that 90 day period,
take possession of the records within 180 days tiféeedate of such notice.
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7.9 Publicity. The parties hereto shall consult in good faith wiglth other as to the form and substance of arsg pedeases
other public announcements (including investor @négtions and related presentations or outlinepapesl or used by Parent or Sell
including any related question and answer guidsliprepared or used by Parent or Seller, relatédetdransactions contemplated hereby
any filings with any Governmental Body or with angtional securities exchange or interdealer quanatervice with respect thereto prio
issuing any press release or other public annouaceor making any filing. Nothing in this Agreemeshtall be deemed to prohibit any pi
from making any disclosure or filing that it deténes, upon the advice of counsel, is required by baby obligations pursuant to any list
agreement with or rules of any national securig@shange or interdealer quotation service or tdipib Parent or Seller from maki
disclosures in connection with other discussiongstjons or comments in connection with investtatiens matters the principal focus
which is not specifically related to the transatticcontemplated hereby provided that such disa@sor comments are not designe
adversely affect the reputation or business of fraser or its Affiliates.

7.10 Notice to Pipeline Loan Mortgagors and @hePurchaser and Seller shall notify each Mortgagater the Pipelir
Loans of the sale of the Pipeline Loans in accardamith applicable Laws. As promptly as reasongiofcticable after the Closing Date o
such other times as may be required by applicable, [Purchaser and Seller shall jointly notify thppriate casualty and title insura
companies and agents, escrow companies, credittirgp@agencies, appraisers and other service peovithat the Pipeline Loans have t
transferred, and instruct such entities to delalepayments, notices, insurance statements amdtssip Purchaser after the Closing Date.

7.11 Use of Name

€)) Seller hereby agrees that upon the consummatidheofransactions contemplated hereby, Purchaskppékat
the Business under the name “The New York Mortgagmpany, a division of Indymac Bank, FS&id shall have the sole right to the us
the trade name “The New York Mortgage Compaagt any other trade names used in the Businesalbhsiiilar names or any serv
marks, trademarks, trade names, identifying symbofgos, emblems or signs containing or comprigimg phrase New York Mortgag
Company,” including any name or mark confusinglyitr thereto (collectively, the “ Business MarRsand Seller shall not, and shall
permit any Affiliate to, use such name or any w#iaor simulation thereof. In furtherance thereasf,promptly as reasonably practicable
in no event later than 180 days following the Gigsbate, subject to Section 7.11(lBarent and Seller shall remove, strike over bemtise
obliterate all Business Marks from all materialsn@d by Parent and Seller and used or displayedghubicluding, without limitation, an
sales and marketing materials, displays, signsnptional materials and other materials.

(b) Notwithstanding the provisions of SectioAI{a), (i) Parent may refer to the nam&he New York Mortgag
Company, LLC"in any form, report and document (including all s thereto) filed with the SEC, to the extentinsel to Parent advis
Parent that such references are necessary or hidyig®) Parent may continue to use the name “Néawk Mortgage Trust, Inc.’and al
similar names and service marks, trademarks, tnadees, identifying symbols, logos, emblems andssaggmtaining or comprising the phr
“New York Mortgage Trust” (collectively, the “ PareMarks”) and the domain name (the “ Parent URLuntil the first anniversary of tl
Closing Date, (iii) Purchaser agrees to notify Ragromptly following any determination by Purchage discontinue the use of any of
Business Marks and, not less than 90 days pridheédirst anniversary of the Closing Date, to no#farent of Purchaserintentions wit
respect to the continued use or discontinued sstheacase may be, of the Business Marks with oé$pdurchases’ future operation of tl
Business, (iv) if Purchaser notifies Parent purstarclause (iii) hereof of its intention to coniathe use of the Business Marks beyon
first anniversary of the Closing Date with resp@cPurchases operation of the Business, Parent and Seller dagdsuccessor entities) sl
take appropriate steps to change the name of P@ergny successor entity) to a name that doesimoide the Parent Marks and
discontinue the use of, and transfer to Purchasaemship of, the Parent Marks prior to the firshi@ersary of the Closing Date, provided
Parent will retain the ownership of and the rightise the Parent URL for the limited purpose ofdting interested parties to the Parermt
any successas’'new Internet website and URL, and (v) if Purchasgifies Parent pursuant to clause (iii) herefotintention to discontint
the use of the Business Marks beyond the firstvemsary of the Closing Date with respect to Pureliasoperation of the Business, tl
Parent and Seller (and any successor entitied)lshalermitted to continue to own and use the Radviamnks.
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7.12 Real Property Lease Portfolig-ollowing the date of this Agreement, Seller &dchaser shall use their commerci
reasonable efforts to mutually agree upon a trug eamplete list (the “ Final Lease Portfolfp of all real estateelated documen
compromising the leases and obligations (as swagdeteand obligations may have been amended, supgietor otherwise modified) rela
to the Seller Properties identified in Section 8)@f the Disclosure Memorandum which Final Lease fBliotshall be completed no later tt
30 days after the date of this Agreement. Followtimg completion of such Final Lease Portfolio, Paser shall be entitled to remove
Seller Property from Section 5.9(a) the Disclosure Memorandum and the related reapgrty lease shall be deemed an Excluded
Property Lease for all purposes under this Agreenfe(i) the information identified in_Section §&) of the Disclosure Memorandum
materially inaccurate and such inaccuracy is reasignlikely to have an adverse effect on the inezhdperation of the Business at ¢
location, (ii) the Final Lease Portfolio includeseoor more documents with respect to the Sellepdttp that were not previously providec
Purchaser and which would materially increase tiabilities to be assumed by Purchaser with resmesuch property or would materie
impair Purchases intended operation of the Business at such latatr (iii) Purchaser and Seller are unable touallyt agree upon a tr
and complete list of the material real estate-eelatocuments with respect to such Seller Property.

ARTICLE VI

EMPLOYEES AND EMPLOYEE BENEFITS

8.1 Employment

€)) Transferred Employee#\t least 15 Business Days prior to the Closingelthe parties shall mutually agree &
which of the Employees Purchaser may extend offeesnployment to with such employment to commemneaédiately upon the Closing.
least five Business Days prior to the Closing, Raser shall deliver, in writing, an offer of emphognt (on an “at will’basis) to each of tha
mutually agreed upon Employees. Each such offemgbloyment shall be at comparable cash compensiati@fs as in effect immediate
prior to the Closing Date. Such individuals who egicsuch offer by the Closing Date are hereinaféderred to as the Transferre
Employees.” Subject to applicable Laws, on and after the Clpddate, Purchaser shall have the right to dismigsa all Transferre
Employees at any time, with or without cause, amahange the terms and conditions of their emplagntecluding compensation a
employee benefits provided to them).

(b) Excluded EmployeesAny Employee who is not offered employment bydbaser prior to Closing or who dt
not accept an offer of employment by Purchasercaomdmence work with Purchaser immediately afterGhesing, in each case pursuar
Section 8.1(a) is hereinafter referred to as an “ Excluded Emgdn”
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(c) Purchaser shall provide employee benefits (inclyidiithout limitation, health, life and disabiliipsurance, bi
specifically excluding stock options, restrictedcht or other plans involving the potential issuanteecurities or equity rights) to Transfer
Employees that are no less favorable in the agtgdgasuch Transferred Employees and any dependeadtbeneficiaries of such Transfel
Employees, as appropriate, than those provided sandarly situated employee of Purchaser or itdilidtes who is not a Transferr
Employee, taking into account the employgeeerformance and geographic location. Except asifggally set forth in the immediate
preceding sentence with respect to benefits fondfeared Employees, nothing in this Agreement dbaltonstrued as restricting Purche
Seller or any affiliate of the Purchaser, in thereise of its independent business judgment, inifyiag any of the terms and conditions
the employment of any employee following the Clgsan terminating the employment of any employeeluding any Transferred Employ
following the Closing.

(d) With respect to the benefit plans of Purchaser liciv any Transferred Employee participates after Gfosing
(each, a “ Purchaser Benefit PIgn Purchaser shall cause each such Purchaser BelgafitdPrecognize the service of each such Trarex
Employee prior to the Closing with Seller and itHillates as employment with Purchaser and its l&ffes for purposes of eligibility ai
benefit entitlement, but not for purposes of bdaradcrual, under each such Purchaser Benefit éth. respect to medical, dental and o
health and welfare Purchaser Benefit Plans coveériagsferred Employees as required herein, Purclsisdl waive any waiting periods
limitations or exclusions relating to pexisting conditions to the extent that such perididsitations or exclusions were not applicableot
had been satisfied by such Transferred Employeseiiiately prior to the Closing Date under applieabimployee Benefit Plans of Sellel
its Affiliate.

(e Purchaser shall not be responsible (and Sellel Bbaksponsible) for any health and accident cdeaimd expens
with respect to services provided to the TransteEenployees prior to the Closing. Seller shall betresponsible (and Purchaser sha
responsible) for any health and accident claims exknses with respect to services provided tosfeared Employees from and after
Closing Date. Purchaser agrees to provide coniomatoverage required by COBRA to all Transferremptoyees and their cover
beneficiaries who become entitled to COBRA covelagsnnection with a “qualifying eventag such term is defined in ERISA) that oc
after the Closing Date. Seller shall provide camdition coverage required by COBRA to all Transfreemployees and their cove
beneficiaries who became entitled to COBRA coveiag®mnnection with a “qualifying event” that ocoed on or before the Closing Date.

)] Nothing in this Article VllIshall require Purchaser or Seller to provide ortioole any specific plans, prograi
policies or arrangements. Furthermore, Purchasal sbt assume any Employee Benefit Plan whichaéntained, contributed to or requil
to be contributed to by Parent or Seller, and $allall retain all Liabilities and obligations fail benefits incurred, accrued, or leg
committed to, if any, under such Employee BenefinB including, but not limited to, responsibilfiyr all welfare plan claims incurred
Employees and all long or shdagrm disability claims arising from disabilitiesofrthis purpose, a claim is incurred when the maddic othe
service giving rise to the claim is performed, gtdhat in the case of death, a claim is incurredrudeath. Seller shall retain all Liabilit
and obligations to provide posgtirement health and life insurance benefits tonfer employees and Employees (and their coveredssy
and dependents) incurred under the terms of thed@m@ Benefit Plans which is maintained, contriduie or required to be contributed to
Parent or Seller.
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(9) The Transferred Employees will be eligible to papi@ate in a plan established, maintained or adopyelurchast
which is described in Section 401(k) of the Codwli@iidually a “ Purchaser 401(k) Pl&h To the extent permitted by the Purchaser 4(
Plan, Section 401(k) of the Code and the regulatifmomulgated thereunder, Purchaser shall waiveapplicable waiting period under -
Purchaser 401(k) Plan with respect to the eligipitif such Transferred Employees to participatsuoh plan. To the extent permitted ur
Section 401(k) of the Code and the regulations pitgated thereunder, the Purchaser 401(k) PlanpnoNide that the Transferred Employ
will have the right to make direct rollovers fromler’'s 401(k) plan to the applicable plan of theisted accounts in Purchasef01(k) pla
to the extent those rollovers constitute “eligibtdlover distributions”within the meaning of Section 402(c)(4) of the Co8ech rollove
distributions received by the Purchaser 401(k) Rlaall not include any participant loans. Noneh& &ssets involved in such rollover s
include shares of Parent stock. The Transferredi@maps will receive credit under the Purchaser KOR(an for all service with Seller or
Subsidiaries for purposes of satisfying any servécpiirement to participate in the applicable @ad any service requirement to earn a ve
benefit under the applicable plan; however, suchice shall not be credited for any other purposeen the Purchaser 401(k) Plan.

(h) Parent and Seller acknowledge that the transactiontemplated by this Agreement will require Pa@neller ti
make, and Parent and Seller agree to make, ceguyments to Excluded Employees under the Employeeeft Plans and existi
employment agreements, change of control agreenaedtseverance or similar Contracts to which PayeBeller are a party. Seller shall
commercially reasonable efforts to enter into sawee agreements in the form attached hereto adiEXh{the “ Severance Agreemerits
with the Employees listed in Section 8.1(h)¢fxhe Disclosure Memorandum obligating Seller &y phe amounts set forth in Section 8.1(h)
(1) of the Disclosure Memorandum. Subject to the caldoh of the Purchase Price contained in SectidnaBd to the Excess Severa
Escrow Amount, Purchaser agrees to assume (i)aher&nce Agreements between Seller and any Emdigéed in Section 8.1(h)(Df the
Disclosure Memorandum that become Transferred Eyepl and (i) the agreements listed _in Sectionh®2) of the Disclosur
Memorandum. Purchaser shall have no obligation aievseverance or similar payments to any Excludegi&ee or to any Transfert
Employee other than those identified in Sectiorfl§(1) and Section 8.1(h)(2)f the Disclosure Memorandum.

0] Seller shall remain liable and pay, perform andliisge any and all employment, compensation andosey
benefit liabilities, responsibilities and obligati® of Seller and its Affiliates including, witholititation, any and all claims of employm:
discrimination under any local, state, or fedeaaV lor ordinance, including, without limitation, [EitVIl of the Civil Rights Act of 1964, :
amended; the Civil Rights Act of 1991; the Amerigarith Disabilities Act of 1990; the Age Discrimtizn in Employment Act of 1967,
amended by the Older Workers Benefit Protection &ct990; and Section 510 of ERISA, which Liabégj responsibilities and obligatic
are incurred as the result of incidents occurririgrgo the Closing, regardless of whether claimesraade or reported prior to the Closing
the event that Purchaser or its Affiliate or anydfé plan maintained by Purchaser or any of itfiliafes directly or indirectly incurs ai
costs, liabilities, obligations or legal expenselated to any such incidents occurring prior to@hesing, Seller shall reimburse and indem
Purchaser and its Affiliates for any and all suohkts, liabilities, obligations and expenses immigtfaupon the demand of Purchaser.

) Purchaser shall become liable for and shall pasfopa and discharge any and all employment, conmgutés ani
employee benefit liabilities, responsibilities aolligations relating to the Transferred Employesduding, without limitation, any and
claims of employment discrimination under any locthte, or federal law or ordinance, includingtheut limitation, Title VII of the Civi
Rights Act of 1964, as amended; the Civil Rights At 1991; the Americans with Disabilities Act 0990; the Age Discrimination
Employment Act of 1967, as amended by the OlderRk&fsr Benefit Protection Act of 1990; and Sectio® B ERISA, which Liabilities
responsibilities and obligations are incurred &srdsult of incidents occurring following the Clogi
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(k) Notwithstanding anything in this Agreement to tlutrary, the terms of this Agreement shall not amhenhav:
the effect of amending the terms of any EmployeedfiePlan or Purchaser Benefit Plan.

8.2 Personnel FilesFrom time to time from and after the Closing D&eller and the Subsidiaries shall transfer arideteto
Purchaser the personnel files, with the exceptfcanyg medical records, of any Transferred Employbe consents to such transfer of file
writing pursuant to a consent and release in fanthsubstance reasonably satisfactory to Selleh(eac“Employee Release'$eller and th
Subsidiaries shall have no obligation to transfedaliver to Purchaser any personnel files of ammn$ferred Employee unless and until S
receives a duly executed Employee Release from Brasisferred Employee.

8.3 Standard Procedur@ursuant to the “Standard Procedure” provideSidntion 4 of Revenue Procedure 96-60, 19968
399, (i) Purchaser and Seller shall report on dguessor/successor basis as set forth thereigefipr will not be relieved from filing a Fol
W-2 with respect to any Transferred Employees, @ifdPurchaser will undertake to file (or causehe filed) a Form W2 for each suc
Transferred Employee only with respect to the porof the year during which such Employees are eysal by the Purchaser that inclu
the Closing Date, excluding the portion of suchrythat such Employee was employe d by Seller oStligsidiaries.

8.4 Terminated EmployeesAt the Closing, Seller shall deliver to Purchaaeirue and complete list of all Employees
suffered an “employment loss” as defined in WARNhivi 90 days prior to the Closing Date.

8.5 Retention PlansSeller shall use commercially reasonable efftotenter into retention bonus agreements priohg
Closing in the form attached hereto_as Exhibiith the loan officers listed in Section &5the Disclosure Memorandum requiring payn
of the amount for each loan officer set forth besédch loan officer's name in Section 8f3he Disclosure Memorandum.

ARTICLE IX
CONDITIONS TO CLOSING
9.1 Conditions Precedent to Obligations of Paseln. The obligation of Purchaser to consummate thasaetion

contemplated by this Agreement is subject to thi@lfnent, on or prior to the Closing Date, of eaghthe following conditions (any or all
which may be waived by Purchaser in whole or int frathe extent permitted by applicable Law):

€)) the representations and warranties of Seller s#t fo this Agreement that are qualified as to mally or tha
contain a Material Adverse Effect qualifier shadl toue and correct, and those not so qualified $leafrue and correct in all material respe
as of the date of this Agreement and as of thei@joas though made at and as of the Closing, exoefpie extent such representations
warranties expressly relate to an earlier datemiich case such representations and warrantiesatieatjualified as to materiality or t
contain a Material Adverse Effect qualifier shadl toue and correct, and those not so qualified dleafrue and correct in all material respe
on and as of such earlier date);

(b) Parent and Seller shall have performed and compiliedl material respects with all obligations amgreemen

required in this Agreement to be performed or caeaplvith by it prior to the Closing Date, and Puashr shall have received copies of ¢
corporate resolutions and other documents evidgrbim performance thereof as Purchaser may redyaeajest;
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(c) there shall not have been or occurred any evemtngdy occurrence or circumstance that has had ore
reasonable likelihood of having a Material AdveEsgect since the Balance Sheet Date;

(d) Purchaser shall have received a certificate sidgnethe Chief Executive Officer and Chief Finandiificer of
Seller, each in form and substance reasonablyfaetsy to Purchaser, dated the Closing Date, #odfiect that each of the conditis
specified above in Sections 9.1(&) have been satisfied;

(e) no Legal Proceedings shall have been institutatireatened or claim or demand made against Selleuchase
seeking to restrain or prohibit or to obtain subst damages with respect to the consummatiohefitansactions contemplated hereby,
there shall not be in effect any Order by a Govermtal Body of competent jurisdiction restrainingjaéning or otherwise prohibiting tl
consummation of the transactions contemplated kereb

0] Seller shall have obtained (i) any Consent, approvauthorization with respect to any significd&eal Propert
Lease required to be obtained or made in conneutitinthe execution and delivery of this Agreementhe performance of the transacti
contemplated herein, (ii) any Consent, approvaludhorization of any Person with respect to anycPased Contract or Purchased Assel
is significant to the Business as currently conddand that is required to be obtained or mademmection with the execution and deliv
of this Agreement or the performance of the tratisas contemplated herein, (iii) any other Consapproval, Order or authorization of,
registration, declaration or filing with, any Gowuerental Body required to be obtained or made imeotion with the execution and deliv
of this Agreement or the performance of the tratisas contemplated herein, and (iv) all Consentiyers and approvals under all Antitr
Laws and those Consents, waivers and approvalsedf® in Section 5.3(b a form and substance satisfactory to Purchaser;

(9) Seller shall have provided Purchaser witt onmore affidavits of nofereign status of Seller and the Subsidia
that complies with Section 1445 of the Code (aRFTA Affidavit ");

(h) Seller shall have delivered, or caused to be datieto Purchaser a duly executed bill of salehim form o
Exhibit F;

0] Seller shall have delivered, or caused to be datjeto Purchaser a duly executed assignment audngsior
agreement in the form of Exhibit @éhd duly executed assignments of the registratmlsapplications included in the Purchased Intelkd
Property, in a form reasonably acceptable to Pwehand suitable for recording in the U.S. Patewt rademark Office, U.S. Copyric
Office or equivalent foreign agency, as applicable] general assignments of all other Purchasetidatual Property;

) Seller shall have delivered, or caused to be delieto Purchaser, opinions of the general couot&arent
Hunton & Williams LLP, counsel to Parent and Sellend Venable LLP, as special counsel to Parenb asatters of Maryland law,
substantially the form of Exhibit H

(k) Seller shall have delivered, or caused tdélevered, to Purchaser a duly executed TransBiervices Agreement;
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()] Each of the individuals listed in Sectiori@) of the Disclosure Memorandum shall have entereal émploymer
agreements with Purchaser and such employmentragree shall be in full force and effect as of thesthg;

(m) Employees of Seller employed in a sales functianl(iding loan officers and production managersyesgntin
the threshold amount set forth in Section 9.1@Mmhe Disclosure Memorandum shall have agreedte@t employment with Purchaser
become Transferred Employees.

(n) Seller shall have delivered, or caused to be d&ldieto Purchaser (i) certified copies of the resohs of th
Board of Directors of Seller and Parent, in eackecauthorizing and approving this Agreement andctivssummation of the transacti
contemplated hereby, (ii) a copy of the articleoafanization or any other similar organizationaoverning document of Seller and e
Subsidiary certified as of a recent date by the&ary of State of the jurisdiction of incorporatior organization of each such Person, (
copy of the bylaws, partnership or limited lialyiltompany agreement, or any other similar orgaiizat or governing document of Se
and each Subsidiary certified by the Secretary @fe and each Subsidiary, and (iv) certificatesgobd standing for Seller and e
Subsidiary from the Secretary of State of the sttieir respective incorporation or organizationgach case dated not more than ten
prior to the Closing Date;

(0) Seller shall have delivered, or caused tdddevered, to Purchaser the Escrow Agreement, exigcuted by Seller
and the Escrow Agent; and

(p) Seller shall have delivered, or caused to be delijeto Purchaser such other documents as Purchaesy
reasonably request in order to consummate thedctinas contemplated under this Agreement.

9.2 Conditions Precedent to Obligations of Sell€he obligations of Seller to consummate the tatisns contemplated
this Agreement are subject to the fulfillment, prio or on the Closing Date, of each of the followiconditions (any or all of which may
waived by Seller in whole or in part to the extpatmitted by applicable Law):

(@) the representations and warranties of Purchaséorsletin this Agreement that are qualified as tatemiality or the
contain a Material Adverse Effect qualifier shadl toue and correct, and those not so qualified dleafrue and correct in all material respe
as of the date of this Agreement and as of thei@ioas though made at and as of the Closing, exoefpie extent such representations
warranties expressly relate to an earlier datevfiith case such representations and warrantiesit@ajualified as to materially or that con
a Material Adverse Effect qualifier shall be truadaorrect, and those not so qualified shall be émd correct in all material respects, on
as of such earlier date);

(b) Purchaser shall have performed and complied imatkrial respects with all obligations and agreemesquire:
by this Agreement to be performed or complied wighPurchaser on or prior to the Closing Date;

(c) there shall not be in effect any Order by a Governital Body of competent jurisdiction restrainingjagning ol
otherwise prohibiting the consummation of the teations contemplated hereby;

(d) Purchaser shall have obtained any other Consemtoeql, Order or authorization of, or registratideclaration ¢

filing with, any Governmental Body, including theT® and FDIC (if applicable), required to be obtdiree made in connection with 1
execution and delivery of this Agreement or thdqrenance of the transactions contemplated herein;
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(e) Purchaser shall have delivered, or caused to beededl, to Seller evidence of the wire transfeerefd to i
Section 3.3

® Purchaser shall have delivered, or caused to higeded, to Seller the Escrow Agreement, duly exedub)
Purchaser; and

(9) Purchaser shall have delivered, or caused to heededl, to Seller a duly executed assignment asdnagtior
agreement in the form attached hereto as Exhibit G

ARTICLE X
INDEMNIFICATION

10.1 Survival of Representations and WarrantiBise representations and warranties of the pattietained in Articles \anc
VI of this Agreement or any Seller Document or Pureh&ocument shall survive the Closing through arduiding the second annivers
of the Closing Date; provided, that the represé@natand warranties (a) of Seller set forth in Best 5.1(organization), 5.Zauthorization’
5.6 (title) and_5.22financial advisors) shall survive the Closing ifidigely, (b) of Seller set forth in Sections 5.{&mployee benefitsh.17
(environmental matters) and 5.{l8an origination) shall survive the Closing thrbuand including the third anniversary of the Clgsibate
(c) of Seller set forth in Section 5(&xes) shall survive the Closing until sixty (6@Jys following the expiration of the applicabletsta o
limitations with respect to the particular matteattis the subject matter thereof and (d) of Pwsehaet forth in Sections 6(@rganization;
6.2 (authorization) and 6.financial advisors) shall survive the Closing ifiditely (in each case, the “ Survival Perityd provided, furthe
that any obligation to indemnify and hold harmlebsll not terminate with respect to any Lossesashich the Person to be indemnil
shall have given notice (stating in reasonableildéta basis of the claim for indemnification) tieetindemnifying party in accordance v
Section 10.3(apefore the termination of the applicable Survivali®d. Unless a specified period is set forth iis thgreement (in whic
event such specified period will control), the coamts and other agreements in this Agreement wuiillige the Closing and remain in eff
indefinitely.

10.2 Indemnification

(@) Subject to Sections 10.10.4and 10.5, Seller hereby agrees to indemnify and hold Pwehand its director
officers, employees, Affiliates, stockholders, agenattorneys, representatives, successors angnasgcollectively, the “Purchase
Indemnified Partie$) harmless from and against:

() any and all losses, Liabilities, claims, demandsigments, obligations, damages (inclu
incidental and consequential damages), costs apenegs (including reasonable costs of investigaimh reasonable defense
attorneys’ and other professionafsés incurred in connection with the investigateord defense of any Third Party Claim and
other indemnification claim pursuant to which adeémnified party receives a payment or payments filtarindemnifying party fc
such indemnification claim) (individually, a_“ Logsand, collectively, “_Losse$) based upon, attributable to or resulting from
failure of any of the representations or warrantieParent or Seller set forth in this Agreemeninoany Seller Document to be ti
and correct in all respects at the date hereofaatite Closing Date;
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(i) any and all Losses based upon, attributable tesulting from the breach of any covenar
other agreement on the part of Parent or Selleetinis Agreement or any Seller Document;

(iii) any and all Losses attributable to any TransfeEswbloyee resulting from or based upon
any employmentelated Liability (statutory or otherwise) with pet to employment or termination of employmenboiprior to the
Closing Date, (B) except as set forth in the TramsiServices Agreement, any Liability relating &rjsing under or in connecti
with any Employee Benefit Plan, including any Ligkiunder COBRA, whether arising prior to, on oitmn three years after t
Closing Date and (C) any liability under WARN;

(iv) any Liabilities resulting from payment by Purchasérretention payments pursuant to
retention bonus agreements contemplated by SeRtfdn excess of the aggregate payments set forthdtid®e8.50f the Disclosur
Memorandum; and

(v) any and all Losses arising out of, based upon lating to any Excluded Asset, Excluc
Liability or Excluded Employee or to Seller’'s opoa of the Business prior to the Closing.

(b) Subject to_Sections 10dind 10.4, Purchaser hereby agrees to indemnify and holterSehd its Affiliates
stockholders, agents, attorneys, representativesessors and permitted assigns (collectively,“tBeller Indemnified Partie®) harmles
from and against:

() any and all Losses based upon, attributable toeeulting from the failure of any of t
representations or warranties of Purchaser sét forthis Agreement or any Purchaser Documentetérise and correct at the d
hereof and at the Closing Date;

(i) any and all Losses based upon, attributable te@sulting from the breach of any covenar
other agreement on the part of Purchaser undeAtrsement or any Purchaser Document; and

(iii) any and all Losses arising out of, basedmor relating to any Assumed Liability; and

(iv) any and all Losses arising out of, basednupprelating to Purchassroperation of the Business, i
Purchased Asset, Assumed Liability or TransferragpByee, in each case arising after the Closing.

(c) The right to indemnification or any other remedyyded for herein based on representations, waes
covenants and agreements in this Agreement shabeaaffected by any investigation conducted wispect to, or any knowledge acqu
(or capable of being acquired) at any time, whetiefore or after the execution and delivery of thgreement or the Closing Date, w
respect to the accuracy or inaccuracy of or compéawith, any such representation, warranty, covena agreement. The waiver of ¢
condition based on the accuracy of any representati warranty, or on the performance of or conm@éwith any covenant or agreeme
will not affect the right to indemnification or arother remedy provided for herein based on sucresgptations, warranties, covenants
agreements.

(d) The rights to indemnification set forth ingtSection 10.2re subject to the terms, conditions, procedure
limitations set forth in this Article Xand will be the exclusive remedy of each Party majathe other for money damages with respect &
Agreement or any of the transactions contemplatexklly; provided, that the limitations (includingetimmediately preceding clat
providing for exclusivity of remedy) set forth ihi$ Article X shall not apply to any Losses caused by the wiltfidconduct, fraud, or b.
faith of any indemnifying party, and the indemnifgiparty shall be liable for all Losses with redpéereto.
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10.3 Indemnification Procedures

€)) A claim for indemnification for any matter not inving a third party claim may be asserted by wnittstice to th
party from whom indemnification is sought, whichtine shall include a reasonable description ofithgis for the claim.

(b) In the event that any Legal Proceedings shall bgtiied or that any claim or demand shall be asddry an
third party in respect of which payment may be $dugnder_Section 10.Rereof (“ _Third Party Clainf), the indemnified party shi
reasonably and promptly cause written notice ofassertion of any Third Party Claim of which it Hamwledge which is covered by t
indemnity to be forwarded to the indemnifying parfihe indemnifying party shall have the right, @&t sole expense, to be represente
counsel of its choice, which must be reasonablgfeatory to the indemnified party, and to defeigaiast, negotiate, settle or otherwise
with any Third Party Claim which relates to any &es for which indemnification is sought hereundiethe indemnifying party elects
defend against, negotiate, settle or otherwise wéhlany Third Party Claim which relates to anyskes for which indemnification is sou
hereunder, it shall within ten days (or soonethd nature of the Third Party Claim so requiredjfpohe indemnified party of its intent to
so. If the indemnifying party elects not to defeaghinst, negotiate, settle or otherwise deal wity Bhird Party Claim which relates to ¢
Losses for which indemnification is sought hereundtls to notify the indemnified party of its eléon as herein provided the indemnit
party may then, but only then, defend against, tie@) settle or otherwise deal with such ThirdtyP@laim. If the indemnified party defer
any Third Party Claim, then the indemnifying pashall reimburse the indemnified party for the readde expenses of defending such T
Party Claim upon submission of periodic bills. hetindemnifying party shall assume the defensengfTehird Party Claim, the indemnifi
party may participate, at his or its own expengsethe defense of such Third Party Claim; provididt such indemnified party shall
entitled to participate in any such defense witesate counsel at the expense of the indemnifyamty gif (i) so requested by the indemnify
party to participate or (ii) in the reasonable aminof counsel to the indemnified party a conflat potential conflict exists between
indemnified party and the indemnifying party thabuld make such separate representation advisabté;peovided, further, that t
indemnifying party shall not be required to pay feore than one such counsel (and any appropriaté tmunsel) for all indemnified part
in connection with any Third Party Claim. The pestihereto agree to cooperate fully with each othetonnection with the defen:
negotiation or settlement of any such Third Partgir®. Notwithstanding anything in this Section 1G@ the contrary, neither t
indemnifying party nor the indemnified party shalithout the written consent of the other partyttieeor compromise any Third Party Cle
or permit a default or consent to entry of any juént unless the claimant and such party provideutt other party an unqualified rele
from all liability in respect of the Third Party &in. Notwithstanding the foregoing, if a settlemefier solely for money damages is mad:
the applicable third party claimant, and the indéyimg party notifies the indemnified party in wirig of the indemnifying partg willingnes:
to accept the settlement offer and, subject toagmglicable limitations of Section 10,4pay the amount called for by such offer, anc
indemnified party declines to accept such offeg, ittdemnified party may continue to contest sucidRarty Claim, free of any participati
by the indemnifying party, and the amount of anymate liability with respect to such Third Partja{in that the indemnifying party has
obligation to pay hereunder shall be limited to leser of (A) the amount of the settlement offext the indemnified party declined to ac«
plus the Losses of the indemnified party relatiogtich Third Party Claim through the date of ifeaton of the settlement offer or (B) !
aggregate Losses of the indemnified party witheespo such Third Party Claim. If the indemnifyipgrty makes any payment on any T
Party Claim, the indemnifying party shall be sulategl, to the extent of such payment, to all rigiitd remedies of the indemnified part
any insurance benefits or other claims of the imtied party with respect to such Third Party Claim
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(c) After any final judgment or award shall have beemdered by a Governmental Body of competent jurismh anc
the expiration of the time in which to appeal tliem, or a settlement shall have been consummatethe indemnified party and t
indemnifying party shall have arrived at a mutudligding agreement with respect to an Third Patgir® hereunder, the indemnified pe
shall forward to the indemnifying party notice afyasums due and owing by the indemnifying partyspant to this Agreement with respec
such matter and the indemnifying party shall baiiregl to pay all of the sums so due and owing &itldemnified party by wire transfer
immediately available funds within five BusinessyBafter the date of such notice; provided, thatPaser may cause a distribution from
Escrow Amount maintained by the Escrow Agent pumsu@ Section 3.50f this Agreement and the Escrow Agreement up &
Indemnification Escrow Amount in partial or totaltisfaction of one or more indemnification paymes® from Seller to Purchaser ur
this Article X.

(d) The failure of the indemnified party to give reaably prompt notice of any Third Party Claim shadk meleas¢
waive or otherwise affect the indemnifying pastyobligations with respect thereto except to theerxthat the indemnifying party ¢
demonstrate actual loss and prejudice as a refssiioh failure.

(e) In the event that Purchaser repurchases any Pépetians sold to investors or any other Person bghiser unds
facts or circumstances in which Seller would beigatted to indemnify Purchaser pursuant to this Agrent, then Seller may elect
repurchase such Pipeline Loans from Purchaseraiisté indemnifying Purchaser pursuant to this AetiX . To exercise its right
repurchase any Pipeline Loan under this SectioB(&D, Seller must provide Purchaser with written notidesuch election within fiv
Business Days of receipt of notice from Purchasgsymnt to this Section 108 an indemnification claim for which Purchasersieking
indemnification from Seller. The purchase price &my Pipeline Loan which Seller elects to repurehftem Purchaser pursuant to
Section 10.3(eyhall be equal to the sum of (i) the purchase ppimie by Purchaser to repurchase such Pipeline pbax(ii) Purchaser
actual out-ofpocket costs and expenses for holding, servicimaministering such Pipeline Loan prior to theurepase of such Pipeli
Loan by Selletess(iii) any principal or interest paid by the borravie Purchaser with respect to such Pipeline Loan.

10.4 Limitations on Indemnification

€)) Seller shall not have any liability undercten 10.2(a)(i)and Purchaser shall not have any liability unBlectior
10.2(b)(i) unless and until the aggregate amount of Lossdbadndemnified parties finally determined to artbereunder based up
attributable to or resulting from the failure ofyaof the representations or warranties (other tharrepresentations and warranties set fol
Sections 5.Xauthorization), 5.€title), 5.19(b) and (c)Yloan originations), 5.2%financial advisors), 6.Zauthorization) and_6.%financia
advisors)) to be true and correct exceeds $25(®@0' Deductible’) and, in such event, the indemnifying party shaltdgpired to pay on
the amount of such Losses that exceeds the Detkidib claim for Losses may be made for indemnificaor aggregated with any otl
claim for indemnification pursuant to Section 1@)2i) or Section 10.2(b)(i}f the amount of such claim does not exceed $7(50® “ Pe!
Item Deductibl€”); provided, that the Per Item Deductible shalt apply to any claims for indemnification pursuamtSection 10.2(a)(ipr
Section 10.2(b)(ibased upon, attributable to or resulting from thiufe of any of the representations and warrargiggorth inSections 5.
(authorization), 5.title), 5.19(b) and (cjloan originations), 5.2%inancial advisors), 6.2authorization) and 6.financial advisors) to t
true and correct in all respects at the date hexedfat the Closing Date.
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(b) No claim for Losses may be made for indemnificattoraggregated with any other claim for indemntiima by
Purchaser under Section 10.2(a)@i) Seller under_Section 10.2(b)(if){the amount of such claim does not exceed theltear Deductibl
(other than the covenants, agreements and obligasiet forth in Sections 2(further conveyances and assumptions; consentsrdfgarties)
2.7 (bulk sales laws), 7.8urther assurances), 7(60 shop), and 7.{hon-competition; non-solicitation; confidentiali}y

(c) Neither Seller nor Purchaser shall be reglto indemnify, any Person under Section 10.3(a)(L0.2(b)(i)for ar
aggregate amount of Losses exceeding 10% of thehBse Price (the “ Cdj) in connection with Losses related to the breachmngyf of the
representations and warranties of Seller or PuechiasArticles Vand VI, respectively; provided, that the Cap limitatidrak not apply t
Losses related to the breach of any representatiomarranty contained in Sections Fauthorization), 5.§title), 5.19(b) and (c)loar
origination), 5.22(financial advisors), 6.Zauthorization) and 6.%financial advisors). Neither Seller nor Purchaskall be required
indemnify, any Person under Sections 10.2(ad(iil0.2(b)(ii)for breaches of the covenants, agreements or dbligaset forth irSection 7.
(consents) (but only to the extent that any su@adin occurred after the Closing), and Sectiongptsservation of records), 7(publicity),
7.10(notice to pipeline loan mortgagors and others) aldd (use of name) for an aggregate amount of Losse=edittg 25% of the Purchz
Price.

(d) For purposes of (i) determining whether any repreg@n or warranty was true and correct on the datreof ¢
as of the Closing Date, (ii) determining whethey anvenant, agreement or obligation under this Agrent was breached, or (iii) calculal
Losses hereunder, any materiality or Material AdeeEffect qualifications in the representationstramties, covenants and agreements
be disregarded.

10.5 Tax Treatment of Indemnity Paymeng&eller and Purchaser agree to treat any inderpagynent made pursuant to
Article X as an adjustment to the Purchase Price for allpiamoses. Notwithstanding the treatment requirethbypreceding sentendbg
Liability of the indemnifying party with respect tmy Losses shall be reduced by the Tax benefialigtrealized and any insurance proce
received by the indemnified party as a result of bosses upon which an indemnification claim isdshsand shall include any Tax detrin
actually suffered by the indemnified party as ailtesf such Losses and any payment under this lar¥c.

ARTICLE XI
TAXES

11.1 Transfer TaxesSeller and Purchaser shall share equally anyadinshles, use, stamp, documentary, filing, recar,
transfer, real estate transfer, stock transfersgreceipts, registration, duty, securities traimsas or similar fees or taxes or governme
charges (together with any interest or penaltyjtanidto tax or additional amount imposed) as levilyy any Taxing Authority in connecti
with the transactions contemplated by this Agredniesilectively, “ Transfer Taxey, regardless of the Person liable for such Transéees
under applicable Law. Seller shall timely file @used to be filed, with the cooperation of Purchasé necessary documents (including
Tax Returns) with respect to Transfer Taxes.

11.2 Prorations All real property taxes, personal property taxasad valorem obligations and similar recurringesaand fee
on the Purchased Assets for taxable periods begjnmefore, and ending after, the Closing Date,l di@lprorated between Purchaser
Sellers as of the Closing Date. Seller shall bpaesible for all such taxes and fees on the PuezthAssets accruing during any period u
and including the Closing Date. Purchaser shalielsponsible for all such taxes and fees on theh@sex Assets accruing during any pe
after the Closing Date. With respect to Taxes diedrin this Section 11.2unless otherwise required by Law, Seller shaikty file all Tay
Returns due before the Closing Date with respecuth Taxes and Purchaser shall prepare and tifielgll Tax Returns due after t
Closing Date with respect to such Taxes. If ondypeemits to the appropriate Taxing Authority payméor Taxes which are subject
proration under this Section 11ad such payment includes the other parghare of such Taxes, such other party shall ptgmgimburs:
the remitting party for its share of such Taxesrugemand therefor, accompanied by reasonably zetiisf evidence of such payment.
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11.3 Cooperation on Tax Matter$urchaser and Seller shall furnish or cause téutréshed to each other, as prompth
practicable, such information and assistance ngatd the Purchased Assets and the Assumed Liebilis is reasonably necessary fol
preparation and filing of any Tax Return, claim fefund or other filings relating to Tax mattersy, the preparation for any Tax audit, for
preparation for any Tax protest, and for the progen or defense of any suit or other proceedinatirgg to Tax matters.

ARTICLE XII
MISCELLANEOUS
121 Expenses Except as otherwise provided in this Agreemeatheof Seller and Purchaser shall bear its own resq
incurred in connection with the negotiation andaesmn of this Agreement and each other agreeng@etyment and instrument contempli

by this Agreement and the consummation of the &etiens contemplated hereby and thereby.

12.2 Submission to Jurisdiction; Consent to Beref Process; Waiver of Jury Trial

@) The parties hereto hereby irrevocably sulbanthe nonexclusive jurisdiction of any federal or state ddocater
within the State of California over any disputesarg out of or relating to this Agreement or anythed transactions contemplated hereby
each party hereby irrevocably agrees that all daimrespect of such dispute or any suit, actiamceeding related thereto may be hearc
determined in such courts. The parties hereby acably waive, to the fullest extent permitted bylagable Law, any objection which th
may now or hereafter have to the laying of venuamf such dispute brought in such court or anyrdefeof inconvenient forum for t
maintenance of such disputéach of the parties hereto agrees that a judgmeany such dispute may be enforced in other juigais by
suit on the judgment or in any other manner pravidg Law.

(b) EACH PARTY HERETO HEREBY ACKNOWLEDGES AND AGREES W1 ANY CONTROVERSY
WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO NVOLVE COMPLICATED AND DIFFICULT ISSUES, ANIL
THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UBONDITIONALLY WAIVES ANY RIGHT SUCH PARTY
MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF Ol
RELATING TO THIS AGREEMENT, ANY DOCUMENT REFERRED @ IN THIS AGREEMENT OR THE TRANSACTION
CONTEMPLATED HEREBY AND THEREBY. EACH PARTY CERTIEHS AND ACKNOWLEDGES THAT (i) NO REPRESENTATIV
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENDE EXPRESSLY OR OTHERWISE, THAT SUCH OTHI
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK D ENFORCE THE FOREGOING WAIVER, (ii) EACH SUCH PAR
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS ORHIS WAIVER, (iii) EACH SUCH PARTY MAKES THI¢
WAIVER VOLUNTARILY, AND (iv) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMON
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONSN THIS SECTION 12.2.
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(©) Each of the parties hereto hereby consents to ggoeing served by any party to this Agreementniy suit
action or proceeding by the delivery of a copy ¢oéin accordance with the provisions of Sectiorb12

12.3 Entire Agreement; Amendments and Waivefhis Agreement (including the schedules and atehibereto and tt
Disclosure Memorandum and Purchaser Disclosure Mamaoim) represents the entire understanding anekagmt between the par
hereto with respect to the subject matter herelois Agreement can be amended, supplemented or edlaagd any provision hereof car
waived, only by written instrument making specifeference to this Agreement signed by the partynagavhom enforcement of any st
amendment, supplement, modification or waiver isgkt. No action taken pursuant to this Agreemeruding any investigation by or
behalf of any party, shall be deemed to constituteaiver by the party taking such action of compa with any representation, warra
covenant or agreement contained herein. The waiyany party hereto of a breach of any provisiothef Agreement shall not operate o
construed as a further or continuing waiver of siach or as a waiver of any other or subsequeach. No failure on the part of any pi
to exercise, and no delay in exercising, any rigbtyer or remedy hereunder shall operate as a wtieecof, nor shall any single or par
exercise of such right, power or remedy by suclygareclude any other or further exercise theredhe exercise of any other right, powe
remedy. All remedies hereunder are cumulative aadhat exclusive of any other remedies provided.dny.

12.4 Governing Law This Agreement shall be governed by and constivadcordance with the law of the State of Newk
applicable to contracts made and performed in Siate.

125 Notices All notices and other communications under thggeement shall be in writing and shall be deemeen((i)
when delivered personally by hand (with written foonation of receipt), (i) when sent by facsimilgvith written confirmation c
transmission) or (iii) one Business Day followirgetday sent by overnight courier (with written domftion of receipt), in each case at
following addresses and facsimile numbers (or whsather address or facsimile number as a party lmag specified by notice given to
other party pursuant to this provision):

If to Parent or Seller, to:

The New York Mortgage Company, LLC
1301 Avenue of the Americas, 7th Floor
New York, NY 10019

Facsimile: 212-621-4523

Attention: A. Bradley Howe, general Counsel

With a copy to:

Hunton & Williams LLP
Riverfront Plaza, East Tower
951 East Byrd Street
Richmond, VA 23219-4074
Facsimile: 804-343-4543
Attention: Daniel M. LeBey
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If to Purchaser, to:

IndyMac Bank, F.S.B.

888 East Walnut Street

Pasadena, CA 91101

Facsimile: 626-432-8949

Attention: Donald D. Bundy, Mortgage Bank Generali@sel

With a copy to:

Alston & Bird LLP

The Atlantic Building

950 F Street, N.W.
Washington, D.C. 20004
Facsimile: 202-756-3333
Attention: Michael P. Reed

12.6 Severability If any term or other provision of this Agreeméninvalid, illegal, or incapable of being enfordeyg any lav
or public policy, all other terms or provisionstbfs Agreement shall nevertheless remain in fultéoand effect so long as the econom
legal substance of the transactions contemplatezbiiés not affected in any manner materially adgdp any party. Upon such determina
that any term or other provision is invalid, illégar incapable of being enforced, the parties teesball negotiate in good faith to modify 1
Agreement so as to effect the original intent of fharties as closely as possible in an acceptablenen in order that the transacti
contemplated hereby are consummated as originatifemplated to the greatest extent possible.

12.7 Binding Effect; AssignmentThis Agreement shall be binding upon and inurgh® benefit of the parties and tt
respective successors and permitted assigns. Nathithis Agreement shall create or be deemeddaterany third party beneficiary right:
any person or entity not a party to this Agreenexatept as provided below. No assignment of thissAgrent or of any rights or obligatic
hereunder may be made by either Seller or Purct{pgasperation of law or otherwise) without theqgurivritten consent of the other par
hereto and any attempted assignment without thginesficonsents shall be void; provided, that Puehanay assign this Agreement and
or all rights or obligations hereunder (includingithout limitation, Purchases’ rights to purchase the Purchased Assets and astu
Assumed Liabilities and Purchaserights to seek indemnification hereunder) to Affiliate of Purchaser, or any Person to which Piase
or any of its Affiliates proposes to sell all orhstantially all of the assets relating to the Bass1 Upon any such permitted assignmen
references in this Agreement to Purchaser shallaply to any such assignee unless the contegtwibe requires.

12.8 Knowledge When references are made in this Agreement tarrirdtion being to the * Knowledge of Parent or “
Knowledge of Seller’ or similar language, such knowledge shall referthe knowledge of the individuals listed in Sewtid?.8 of the
Disclosure Memorandum. Such individuals shall bended to have “ knowleddeof a particular fact or other matter if: (x) suctdividual is
actually aware of such fact or other matter; orayprudent individual could be expected to discarestherwise become aware of such fa
other matter in the course of conducting a readgra@mprehensive investigation concerning the exisé of such fact or other matter.
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12.9 Disclosure Memorandum

€)) Concurrently with the execution and delivery ofstidigreement, Parent and Seller are delivering tchaser
disclosure memorandum (the “ Disclosure Memoranuthat sets forth all of the items that are necessagppropriate either in respons
an express disclosure requirement contained i@gion hereof or as an exception to one or mopeeisentations or warranties containe
Article V or to one or more of the covenants ofl&etontained in this Agreement; provided, that there inclusion of an item in t
Disclosure Memorandum as an exception to a reptasam or warranty shall not be deemed an admidsioRarent or Seller that such it
represents a material exception or event, stafaat$, circumstance, development, change or effethat such item is reasonably likely
have or result in a Material Adverse Effect; pradd further, that any disclosures made with respec section or subsection of 1
Agreement shall be deemed to qualify such sectiwnsubsections specifically referenced or cnegsrenced, as well as other section
subsections to the extent such disclosure is ieagparent as constituting disclosure in respestioh other sections or subsections.

(b) In the event of an inconsistency between the statsrin the body of this Agreement and those it $isclosur
Memorandum (other than an exception expressly agh fin the Disclosure Schedule with respect topaciically identified section «
subsection), the statements in the body of thisAgrent will control.

12.10 Parent Agreements and Obligations

(@) Parent hereby agrees to be jointly and sdlyeliable for the prompt and complete performarufeSellers
obligations under this Agreement, including itsénthification obligations under Article Xsubject to the same terms, conditions, proce
requirements and limitations that apply to Se#leobligations hereunder, as if Parent had deliverednade the same representati
warranties, covenants and agreements that Sebeddlavered or made hereunder, on a joint and akbesis. Parerd’obligations hereunc
are unconditional (other than with respect to tbaditions applicable to Seller hereunder) irrespecobf any circumstances which mii
otherwise constitute, by operation of law, a disghaof a guarantor and it shall not be necessaryptwchaser to institute or exhaust
remedies or causes of action against Seller ootlrgr Person as a condition to the obligationsasé/t hereunder.

(b) Parent hereby irrevocably waives any right to nezei separate formal notification or to request #rey othe
formalities or protest be accomplished as a camtlito its obligations hereunder, and expressly tiakes not to exercise, and waives tc
fullest extent lawful, any rights that it may hawader applicable law.

12.11 NorRecourse. No past, present or future director, officer, &ogpe, incorporator, member, partner, stockho
Affiliate, agent, attorney or representative of ¢haser or its Affiliates shall have any liabilitgrfany obligations or liabilities of Purcha
under this Agreement or the Purchaser Documents &dr any claim based on, in respect of, or bysosaof, the transactions contempl:
hereby and thereby.

12.12 CounterpartsThis Agreement may be executed in one or morateoparts, each of which will be deemed to b
original copy of this Agreement and all of whichhen taken together, will be deemed to constitugeand the same agreement.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed by their respectifiesrs thereunto duly authorized
as of the date first written above.

INDYMAC BANK, F.S.B.

By: /s/ Michael W. Pern

Name: Michael W. Perr
Title: Chairman and Chief Executive Offic

THE NEW YORK MORTGAGE COMPANY, LLC

By: /s/ Steven R. Mumm

Name: Steven R. Mumn
Title: Chief Financial Officer

NEW YORK MORTGAGE TRUST, INC

By: /s/ David A. Akre

Name: David A. Akre
Title: Cc-Chief Executive Office




ASSIGNMENT AND ASSUMPTION OF SUBLEASE

MNaJs '!fhis Assipgnment and Assumption of Sublease (the “Assignment”), dated as of
oo | , 2006, is executed by and between The New York Mortgage Company LLC,
having an office at 1301 Avenue of the Americas, 7" Floor, New York, New York 10019
(the “Assignor”} and Lehman Brothers Holdings Inc. having an office at 1301 Avenue of the
Americas, 9" Floor, New York, New York 10019 (the “Assignee™).

WHEREAS, 1301 Properties, L.L.C. as successor-in-interest to Tishman Speyer
Crow Limited partnership, as landlord (the “Overlandlord™) and Pricewaterhouse Coopers,
LLP, as successor-in-interest to Coopers & Lybrand, as tenant (the “Sublandlerd™) are
parties to a certain lease agreement dated December 22, 1989, as amended (the “Overlease™)
pursuant to which Overlandlord leased certain premises more particularly described in the
Overlease (the “Overleased Premises™) to Sublandlord in the building located at 1301
Avenue of the Americas, New York, New Yark (the “Building™);

WHEREAS, Assignor, as subtenant, and Sublandlord, as sublandlord, are parties to a
certain Agreement of Sublease dated May 15, 2003 (the “Sublease”) pursuant to which
Sublandlord subleased a certain portion of the Overleased Premises to Assignor designated as
the entire 7" floor of the Building and more particularly described in the Sublease (the
“Subleased Premises™);

WHEREAS, Assignor desires to assign to Assignee and Assignee desires to accept
such assignment of all of Assignor’s right, title and interest in and to the Sublease:

NOW THEREFORE, that for good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, Assignor and Assignee hereby agree as
follows:

1. Effective as of the Effective Date (hereinafter defined in paragraph 10 below),
Assignor hereby assigns, transfers and conveys to Assignee all of Assignor’s
right, title and interest to the Sublease including the right to occupy and use the
Subleased Premises, Until the Effective Date, Assignor shall continue to use,
occupy and maintain the Subleased Premises in accordance with the terms of the
Sublease. From the date of this Assignment through the Effective Date, Assignor
shall not make any improvements or alterations to the Subleased Premises
without obtaining the consent of Assignee. In addition, Assignor shall not take
any other action under the Sublease requiring the consent of the Overlandlord
and/or Sublandlord, without obtaining the consent of Assignee. Assignee will not
unreasonably withhold its consent to any such request by Assignor. Assignor
covenants to continue to observe and comply with all covenants and obligations
of Assignor set forth in the Sublease until the Effective Date.

2. From the date of this Assignment through the Effective Date, Assignor shall
permit Assignee and its designated agents access to inspect the Subleased
Premises at reasonable times and upon prior reasonable notice. Assignee will use
commercially reasonable efforts to minimize any disruption to Assignor’s
business while performing such inspection of the Subleased Premises.
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3. To induce Assignor to enter into this Assignment and fo timely vacate and
surrender the Subleased Premises to Assignee, Assignee shall deposit in escrow
with Assignee’s attorneys, Willlde Farr & Gallagher LLP (the “Eserowee™), the
sum of Three Million and 00/100 ($3,000,000.00) Dollars (the “Escrowed
Money”’) upon the execution of this Assignment.

4. Simultanecusly with the execution of this Assignment, the parties have executed
and delivered to each other a certain escrow agreement dated of even date hereof
(the “Escrow Agreement™) pursvant to which the Escrowee will hold and
disburse the Escrowed Money. The purpose of the Escrowed Money is ta
reimburse and subsidize the moving costs to be incurred by Assignor in the
relocation of its business and the Escrowed Money will be released to Assignor
and/or Assignee in accordance with the terms and provisions of this Assignment
and the Escrow Agreement.

5. In the event that the Effective Date occurs on or before March 1, 2007, the
Escrowee will release the Escrowed Money to Assignor in accordance with the
terms of this Assignment and the Escrow Agreement. Simultaneously with the
release of the Escrowed Money, Assignes will pay any other amounts due to
Assipnor as provided in this Assignment and the Escrow Apreement together
with the sum of Three Hundred Thirty Five Thousand Four Hundred Six and
00/100 (%335,406.00) Dollars (the “Commission™) representing a reimbursement
of the comumission paid to the Broker (hereinafter defined in paragraph 13
below).

6. In the event that the Effective Date does not occur by March 1, 2007, the
Escrowee may deduct the sum of Two Hundred Thousand and 00/100
($200,000.00) Dollars from the Escrowed Money for that month and each such
month thereafter (which amount shall be pro-rated for any partial month) that
Assignor fails to deliver the Subleased Premises to Assignee after March 1, 2007
in the condition required as set forth herein and to disburse this amount to
Assignee. The Escrowee may release such deducted portion of the Escrowed
Money to Assignee commencing on March 1, 2007, Thereafter, Escrowse may
release any further such deducted amounts on the first day of each month until
the Effective Date occurs. On the Effective Date, the Escrowee will release the
remaining Escrowed Money to Assignor and Assignee shall pay the amount of
the Commission to Assignor. In the event that the Effective Date occurs on a
date other than the first day of the month, any such Two Hundred Thousand and
00/100 {§200,000.00) Dollar payment funded by Escrowee to Assignee shall be
subject to proration between Assignor and Assignee in accordance with section
3(b) of the Escrow Agreement,

7. In the event that the Effective Date occurs between February 1, 2007 and
February 28, 2007, Assignee shall pay to Assignor (1) an additional amount equal
to the sum of One Hundred Thousand and 00/100 ($100,000.00) Dollars per
month (which amount shall be pro-rated if the Effective Date occurs on a date
other than the first day of the month), and (ii) the amount of the Commission,

and the Fscrowee will release the Escrowed Money to Assignor on the Effective
Date.
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8. In the event that the Effective Date occurs prior to Febroary 1, 2007, Assignee
shall pay to Assignor (i) an additional amount to Assignor in a sum equal to Two
Hundred Thousand and 00/100 ($200,000.00) Dollars per month (which amount
shall be pro-rated for any partial month) for each month from the Effective Date
through January 31, 2007, and (ii) the amount of the Commission, and the
Escrowee will release of the Escrowed Money to Assignor on the Effective Date.

Notwithstanding anything to the contrary contained herein, Assignor and
Assignee acknowledge and agree that Assignes may withhoeld paying the amount
of the Commission to Assignor until such time as Assignee has been provided a
copy of the brokerage agreement with the Broker together with an invoice of the
Broleer reflecting payment in full of the amount of the Commission.

9. Assignee hereby assumes, as of the Effective Date, all of the obligations of
Assignor under the Sublease, including but not limited to the obligation to pay
Base Rent and Additional Rent, that accrue on or afier the Effective Date. The
Base Rent and Additional Rent payable in the month that the Effective Date
occurs will be prorated if the Effective Date occurs on a day other than the first
day of the month. :

10. The “Effective Date™ shall occur on the date that Assignor delivers vacant
possession of the Subleased Premises to Assignee in the condition required upon
the termination or expiration of the Sublease. On the Effective Date, Assignor
and Assignee shall each deliver a written notice to Escrowee notifying Escrowee
that the Effective Date has occurred. Prior to the Effective Date, Assignor will
deliver to Assignee a list of the Included Personal Property (as such term is
defined in the Sublease) that Assignor will be removing [rom Subleased
Premises. All items of Included Personal Property not included on Assignor’s list
will remain at the Subleased Premises and Assignee will assume such right, title
and interest in the remaining Included Personal Property in accordance with the
terms of the Sublease,

11, This Assignment is subject and conditioned upon the issuance of a written
consent fo this Assipnment (the “Conseni™ by the Overlandlord and
Sublandlord. Notwithstanding anything contained to the contrary in this
Assipnment, the Sublease or Overlease, the Consent must contain an
acknowledgement and agreement by Overlandiord and Sublandlord that (i)
Assignor is released from all liability, observance and performance obligations
under the Sublease arising and accruing on and after the Effective Date, and (ii)
the sums received by Assignor pursuant to this Assignment are not deemed to be
Assignment Proceeds as such term is defined in the Overlease.

12. If (i) the Overlandlord and/or Sublandlord deny the request for a Consent, or (ii)
a Consent is issued that does not comply with the requirements of paragraph 11,
or (iit) a Consent is not obtained within forty-five (45) days of the date of this
Assignemnt, this Assignment will automatically terminate and upon such
termination, Assignor and Escrowee will return all sums paid by Assignes to
Assignor pursuant to this Assignment and this Assignment will be deemed null
and void and of no further force or effect.
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13.

14,

15.

16.

17,

18.

19.

20.

Assignor and Assignee each represent and warrant to the other that neither party
has dealt with any real estate broker to act for such party in connection with the
Assignment other than Newmark Knight Frank, Inc. and CB Richard Ellis, Inc.
(coliectively, the “Broker”), The Commission due to the Broker shall be paid by
Assignor pursuant o a separate agreement. Assignor and Assignee shall
indemnify, defend and hold the other party harmless from and against any and all
costs, claims, or expenses (including reasonable attorneys’ fees) arising out of
the breach on their respective paits of any representation, warranty or agreement
contained in this section. This provision shall survive the Assignment,

On the Effective Date, Assignee will deliver a check or checks to the order of the
appropriate recording officer of New York County in payment of the New York
City and New York State Real Property Transfer Tax if any such tax is due in
connection with this Assignment. Assignor and Assignee will cooperate with
each other and will sign such required tax remurns and Assignee will cause the
check or checks and the retumn or retums to be delivered promptly to the
appropriate officer. Assignee’s obligation to pay any such transfer tax will
survive this Assignment.

This Assignment shall not be effective unless and until it has been executed by
both of the parties and delivered to each party.

Each of the parties represent and warrant to the other that this Assignment has
been duly authorized by all necessary corparate, partnership or limited liability
company action, and, that the individuals signing below have been duly
authorized to execute this Assignment on behalf of their respective party.

Prior to taking possession of the Subleased Premises, Assignee will deliver to
Sublandlord the security deposit and insurance required under the Sublease.

Asgsignee shall indemnify and hold harmiess Assignor from and against any and
all claims, losses, liabilities, damages, costs and expenses (including without
limitation, reasonable attorneys® fees) incurred by Assignor arising out of
actions, wrongful acts or defaults by Assignee in connection with or relating to
this Assignment, the Subleased Premises or under the Sublease to the extent that
such matters with respect to the Sublease arise on or after the Effective Date,

Assignor shall indemnify and hold harmless Assignee from and against any and
all claims, losses, liabilities, damages, costs and expenses (including without
limitation, reasonable attorneys’ fees and excluding any costs and expenses
incurred by Assignee in connection with entering into this Assignment) incurred
by Assignee arising out of actions, wrongful acts or defaults by Assignor in
connection with or relating to this Assignment, the Subleased Premises or under
the Sublease oceurring prior to Effective Date,

All notices and demands which may or are required to be given by either party to
the other hereunder shall be in writing. All notices and demands shall he
delivered personally or sent by Federal Express or other reputable ovemight
courier, in the case of notices and demands to Assignor, addressed to Assignor at
the Subleased Premises and made to the attention of Mr. Steven Schnall, or to
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such other place as Assignor may from time to time designate by notice to
Assignee, with a copy to: Tarter Krinsky & Drogin LLP, having an office at 470
Park Avenue South, New York, New York 10016, attention: Alan Tarter, Esq.,
and in the case of notices or demands to Assignes, addressed to Assignee at the
address set forth in this Assipnment and made to the attention of Mr. Paul F.
Darrah, Jr. or to such other place as Assignee may from time to time designate
by notice to Assignor, with a copy to Lehman Brothers Inc., 745 Seventh
Avenue, 19" Floor, New York, New York 10019, attention to Beth E. Anisman,
Esq. and Willkie Farr & Gallagher LLP, 787 Seventh Avenue, New York, New
York 10019, Attn: Steven Klein, Esq. Notices and demands given in accordance
with the provisions of this section shall be deemed to have been given upon
receipt or refusal of receipt thereof by the addressee.

21, Assignor hereby represents and certifies that: (a) the Sublease is in full fores and
effect, (b) the Sublease has not been amended, modified or supplemented, ()
there are no uncured defaults or other breaches of the Sublease on the part of
Sublandlord or Assignor under the Sublease and no matters currently exist
which, with the lapsing of time or the giving of notice or both, could be deemed
defaults under the Sublease, (d) Assignor has not assigned the Sublease (other
than in accordance with this Assignment) and has not sub-subleased the
Subleased Premises, () the current monthly fixed rent under the Sublease is
equal to the amount of $156,000.00 and has been paid in full through the month
of September, 2006, (f) to the best of Assignor's knowledge, there are no
conditions or occurrences at the Subleased Premises that could reasonably be
anticipated to violate any applicable environmental law, (g) there are no
outstanding financial obligations due and owing from Sublandlord in favor of
Assignor and the entire amount of Subtenant’s Allowance (as such term is
defined in section 18.6 of the Sublease) has been previously eredited and paid to
Assignor, and (1) there are no outstanding financial obligations due and owing
from Assignor in favor of Sublandlord other than prospective Sublease payment
obligations, including without limitation fixed rent and additional rent under the
Sublease.

22. The representations contained in Section 21 shall be true and correct in all
material respects as of the Effective Date and the Effective Date shall not be
deemed to have occurred if such representations are untrue or incorrect in any
material respect. Notwithstanding the foregoing or anything contained herein to
the contrary, the parties acknowledge and agree that Assignor may assign this
Assignment or delegate its obligations hereunder to any person or entity in
connection with (i) the sale of all or substantially all of Assignor’s assets, (ii) the
merger of Assignor with another company or entity, or (iii) the sale of any stock
or interest in Assignor. The parties further acknowledge and agree that the
Subleased Premises may sub-subleased by Assignor in connection with any of
the foregoing through the Effective Date.

SIGNATURES CONTAINED ON THE FOLLOWING PAGE
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IN WITNESS WHEREOF, and intending to be legally bound hereby, the parties have
duly executed this Assisnment as of this day of October, 2006.

Assignor:

The New York Mortgage Company, LLC

By:

Name—STeven B. Schnall
Title: President & Chief Executive Officer

Assignee:

Lehman Brothers Holdings Inc.

Name; J‘f‘?‘“’ﬁ 7. Alaveeieer
Title: Ute Presferl—
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FIRST AMENDMENT TO ASSIGNMENT AND ASSUMPTION OF SUBLEASE

This First Amendment to Assignment and Assumption of Sublease (the
“Amendment™), dated as of January _5; . 2007, is executed by and between The New York
Mortgage Company LLC, having an office at 1301 Avenue of the Americas, 7" Floor, New
York, New York 10019 (the “Assignor”) and Lehman Brothers Holdings Inc., having an
office at 1301 Avenue of the Americas, 9" Floor, New York, New York 10019 {the
“Assignee").

WHEREAS, 1301 Properties, L.L.C. as successor-in-interest to Tishman Speyer
Crow Limited partnership, as landlord {the “Overlandlord™) and Pricewaterhouse Coopers,
LLP, as successor-in-interest to Coopers & Lybrand, es tenant (the “Sublandlord”) are
parties 1o a certain lease agreement dated December 22, 1989, as amended (the “Overlease™)
pursuant to which Overlandlord leased certain premises more particularly described in the
Overlease (the “Overleased Premises™) to Sublandlord in the building located at 1301
Avenue of the Americas, New York, New York (the “Building"); '

WHEREAS, Assignor, as subtenant, and Sublandlord, as sublandlord, are parties to a
certain Agreement of Sublease dated May 15, 2003 (the “Sublease™ pursuant to which
Sublandlord subleased a certain portion of the Overleased Premises to Assignor designated as
the entire 7" floor of the Building and more particularly described in the Sublease (the
“Subleased Premises™);

WHEREAS, Assignor and Assignee entered into that certain Assignment and
Assumption of Sublease dated as of November 15, 2006 (the “Assignment™), pursuant io
which Assignar agreed to assign to Assignee, and Assignee agreed to accept and assume, all
of Assignor's right, title and interest in and to the Sublease, subject to the terms and
conditions therein;

WHEREAS, Assignor and Assignee desire to amend the Assignment as set forth
hereinbelow;

NOW THEREFORE, that for good and walnable consideration, the reeeipt and
sufficiency of which is hereby acknowledged, Assignor and Assignee hereby amend the
Assignment as follows:

. References in Sections 3 and 6 of the Assignment to “March 1, 2007 shall be
deleted and replaced with references to “April 1, 2007."

2. References in Section 7 of the Assignment to “February 1, 2007” and “February
28, 2007" shall be deleted and replaced with references to “March 1, 2007 and
“March 31, 2007", respectively.

3. The reference in Scction 8 of the Assignment to “February 1, 2007" shall be
deleted and replaced with reference to “March 1, 2007", and the reference in
Section 8 of the Assignment to “January 31, 2007 shall be deleted and replaced
with reference to “February 28, 2007".






Section 3 of the Escrow Agreement is hereby amended as required to reflect the
revisions to the various dates set forth in Sections 1 through 3 of this
Amendment.

Notwithstanding anything in Section 12 of the Assignment to the contrary, the
Assignment shall not be deemed te have terminated. Clause (iii) of Section 12 of
the Assignment (i.e., “(iii) a Consent is not obtained within forty-five (45) days
of the date of this Assignment”) is hereby deleted and replaced with the
following clause: *(iii) 2 Consent is not obtained on or before January 31, 2007™.

Capitalized terms used but not defined herein have the meaning ascribed thereto
in the Assignment.

Except as hercin modified or amended, the provisions, conditions and terms of
the Assignment shall remain unchanged and in full force and effect,

SIGNATURES CONTAINED ON THE FOLLOWING PAGE






IN WITNESS WHEREOF, and intending to be legally bound hereby, the parties have
duly executed this Amendment as of the date first written above.

Assignor:

The New York Mortgage Company, LLC

T
Fame, 2~ : -

Title:

Assignee:

Lehman Brothers Holdings Inc.

M ( =
E}r: MM

Name: MMk J HAddreeittd
Title: LAce Fresiefeal

For purposes of acknowledging and agreeing to the provisions of Section 4 of this
Amendment only:

Escrowee;

wum_;’? Bhrr & Gallagher LLP

Parfnér —"







SECOND AMENDMENT TO ASSIGNMENT AND ASSUMPTION OF SUBLEASE

This Second Amendment to Assignment and Assumption of Sublease (the
“Amendment”), dated as of February _, 2007, is executed by and between The New York
Mortgage Company LLC, having an office at 1301 Avenue of the Americas, 7" Floor, New
York, New York 10019 (the “Assignor™) and Lelhman Brothers Holdings Inc., having an
office at 1301 Avenue of the Americas, 9" Floor, New York, New York 10019 (the
“Assignee”).

WHEREAS, 1301 Properties, L.L.C. as successor-in-interest to Tishman Speyer
Crow Limited partnership, as landlord (the “Overlandlord™) and Pricewaterhouse Coopers,
LLP, as successor-in-interest to Coopers & Lybrand, as tenant (the “Sublandlord™) are
parties to a certain lease agreement dated December 22, 1989, as amended (the “Overlease™)
pursuant to which Overlandlord leased certain premises more particularly described in the
Overlease (the “Overleased Premises™) to Sublandlord in the building located at 1301
Avenue of the Americas, New York, New York (the “Building™);

WHEREAS, Assignor, as subtenant, and Sublandlord, as sublandlord, are parties to a
certain Agreement of Sublease dated May 15, 2003 (the “Sublease™) pursuant to which
Sublandlord subleased a certain portion of the Overleased Premises to Assignor designated as
the entire 7" floor of the Building and more particularly described in the Sublease (the
“Subleased Premises™); '

WHEREAS, Assignor and Assipnee entered into that certain Assignment and
Assumption of Sublease dated as of November 15, 2006 (as previously amended, the
“Assignment™), pursuant to which Assignor agreed to assign to Assignee, and Assignee
agreed to accept and assume, all of Assignor’s right, title and interest in and to the Sublease,
subject to the terms and conditions therein;

WHEREAS, Assignor and Assignee previously entered into that certain First
Amendment to the Assignment, dated as of January __, 2007;

WHEREAS, Assipnor and Assipnee desire fo further amend the Assignment as set
forth hereinbelow;

NOW THEREFORE, that for good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, Assignor and Assignee hereby amend the
Assignment as follows:

1. References in Sections 5 and 6 of the Assipnment to *April 1, 2007 shall be
deleted and replaced with references to “May 1, 2007." The following phrase is
deleted from Section 5 of the Assignment: “any other amounts due to Assignor
as provided in this Assipnment and the Escrow Agreement together with®”,

2, Section 7 and the first paragraph of Section 8 of the Assignment are hereby
deleted and of no foree or effect,

3. Section 3 of the Escrow Agreement is hereby amended as required to reflect the
revisions to the dates set forth in Section 1 of this Amendment,






IN WITNESS WHEREOF, and intending to be Iegal'ly bound hereby, the parties have
duly executed this Amendment as of the date first written above.

Assignor:

The New York Mortgage Company, LLC

By:

Name:
Title:

Assignee:

Lehman Brothers Holdings Inc.

By:

Name:
Title:

For purposes of acknowledging and agreeing to the provisions of Section 3 of this
Amendment only:

Escrowee:

Willkie Farr & Gallagher LLP

Partner






M WITNESS WHEREQF, and intending o be legally bound hereby, the partics have
duly execuled this Amendment as of the date first written sbove.

Asiignor;
The New York Morigege Company, LLC
By: . C ok

Mame: * Slavan B. Schiall '
Titke:  President / Chief Executiva Offiger

Assipnee:

Lehman Brathers Holdings Inc.

e i ,.}-_ @k J'_ a2

FaE

Nﬂmu Mitrte T fhtreuee
Title:  Wfee Prenfeat

By

Fur purposes of acknowledging and sgrecing to the provisions of Section 3 of this
Ameadment unly:

Eserowee:

Willkie i & Galligher LLP







IN WITNESS WHEREOF, and intending o be legnlly bound hereby, the partics hove
tuly executed this Amendment s of the dole frst writien above.

Sublandlord:
Pricewaterhouse Coopers, LLP,

it Delawere limiled liabifily perinership

By:

Mame:
Tille:

Eubtenants

Lehimnn Brothers Holdings Ine.,
# Delawire corporalion

A
Name: fhdvk J. Tdraeg
Title: te  Presdfenr—







IN WITNESS WHEREOQF, Landiord, Tanapt/Sublandiord, Subtenantdssignor and
Aasionae hava executed this Consent on the day and year first abova writien.

WITNESSIATTEST: LANDLORD:
1301 PROPERTIES DWMERS, L.L.C., a Delaware limited
lizbility company

Mame (print);

By: 1301 Mezzenine Borrower, LL.C., 5 Delawars lmiled
Habllity company, Its soke mamber

Neme(prnb): By 1201 Properles, L.L.C., 8 Delsware Emitad lEbility
company, lis sole member

By: 1301 Mangging Member, LL.C., @ Delaware limited
[abilty compeny, s mansging mamber

By: 1301 Avenue of ths Americes Limiled
Fartnership, & Dakswara Hmitad partnership. Its
soln membar

By: 1301 Investor LP., a8 Delawara limited
parnership, s genersl parner

By, EOP-130 GP, LL.C., 3 Dalaware §mited
figbility company, s general pariner

By: 1301 Limiled Pedner, LL.C. @
Delaware fimied kabiily compeny, s
sale member

By: EOP Operating Limited
Parnership, @ Delewars Emiled
parieership, its sole member

By Equity Office Froperies Trust,
& Marylend resl estale
Investment trusi, IS general
pariner

MWame:

Tibkes

WITNESSIATTEST: TENANTISUELANDLORD:

PRICEWATERHOUSECOOPERS LLP,
a Delaware limiled Habiity parinership

Mamie (print) By
Marne:
ame (printk: Tilles

BUBTENANTIASSIGNOR:

THE NEW YORK MORTGAGE COMPANY, LLC,,
a New York limitad liability company

By -

.

Name: Lo Eiwan E. S
“Presfoant / Eue..uh '
-ﬂﬂa:







WITNESSIATTEST: ASSIGNEE:

; ¥
5 LEHMAN BROTHERS HOLDINGS INC., a Delaware
/‘ fi-y-—-‘“ﬁ/ﬁz'ﬁ carporation o

uh

WM L =
Wt G M L B, . SR b

‘::Jri.t. ;-1_._,_.-;#{.-1_,1«'-— Blame: gEldﬂt !;- gg"fﬁ:l"ﬂa:gj

Nama (prin; TCECRE fncs  Tee el PreSided—







Exhibit 12.1
Computation of Ratios

Computation of Ratios of Earnings to Combined FixedCharges and Preferred Dividends

Years ended December 31,

(dollar amount in thousand 2006 2005 2004 2003 2002
Earnings:

Pretax income (loss) from continuing operati (23,52%) (13,889 3,68¢ 13,72¢ 3,75(
Fixed Charge 72,93¢ 60,10: 16,01: 3,26¢€ 1,67:
Distributed income of equity investe 11,52« 17,26¢ 7,60 21,56t 1,58¢
Total Earnings 60,93¢ 63,48: 27,30¢ 38,557 7,01z

Fixed Charges

Interest Expens 72,93¢ 60,10¢ 16,01: 3,26¢€ 1,67
Amortized premiums & discounts related to indebtes$ - - - - -
Capitalized expenses related to indebted - - - - -
Capitalized Interes - - - - -
Preference security dividen - - - - -

Total Fixed Charge 72,93¢ 60,10/ 16,01: 3,26¢ 1,67

Ratio of earnings to fixed charg 0.84 1.0€ 1.71 11.81 4.1¢

Preference security dividen - - - - -

Ratio of earnings to fixed charges and prefereecariy
dividends 0.84 1.0¢€ 1.71 11.81 4.1¢




Computation of Earnings to Fixed Charges

(dollar amount in thousand

Fixed Charges

+ Interest Expens

+ Capitalized Interes

+ Amortized premiums & discounts related to indebiess
+ Capitalized expenses related to indebted

+ Interest within rent expen:

+ Preference security dividen

Total Fixed Charge

Earnings:

+ Pretax income from continuing operatic

+ Fixed Charge

+ Amortization of capitalized intere

+ Distributed income of equity investe

+ Pre-tax losses of equity investe

- Interest capitalize

- Preference security dividends of consolidated islidrges
- Minority interest in pr-tax income of sult...

Total Earnings

Ratio of Earnings to Fixed Charg

If ratio is less than 1, disclose dollar amoundeficiency

Years ended December 31,

2006 2005 2004 2003 2002
72,93¢ 60,10« 16,01: 3,26¢ 1,672
72,93¢ 60,10+ 16,01: 3,26¢ 1,67¢

(23,525 (13,889 3,68¢ 13,72¢ 3,75(
72,93¢ 60,10« 16,01: 3,26¢ 1,672
11,52¢ 17,26¢ 7,60¢ 21,56¢ 1,58¢
60,93¢ 63,48: 27,30¢ 38,55' 7,01z

0.84 1.0¢ 1.71 11.8¢ 4.1¢
12,00: . . . .




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference iniReggion Statement No. 333-127400 of New York Mage Trust, Inc. on Form S-3/A and
Registration Statements No. 333-117524 and No.133387 of New York Mortgage Trust, Inc. on Form 8f®ur reports dated April 2,
2007, relating to the financial statements of NesvkrMortgage Trust, Inc. and subsidiaries and toagament's report of the effectivenes
internal control over financial reporting (whichpaat expresses an adverse opinion on the effeasseaf the Company'internal control ove
financial reporting because of a material weaknappgaring in the Annual Report on Form 10-K of N¥avk Mortgage Trust, Inc. and
subsidiaries for the year ended December 31, 2006.

/s/ DELOITTE AND TOUCHE, LLP
New York, New York
April 2, 2007




Exhibit 21.1

List of Significant Subsidiaries

Name State of Incorporation Names under which it does Business
The New York Mortgage Company, LLC New York MortgageLine.com,
Princeton Mortgage Consultants
New York Mortgage Trust 2005-1 Delaware n/a
New York Mortgage Trust 2005-2 Delaware n/a
New York Mortgage Trust 2005-3 Delaware n/a
New York Mortgage Trust 2006-1 Delaware n/a

New York Mortgage Funding, LLC Delaware n/a




Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, David A. Akre, certify that:
1. I have reviewed this annual report on Form 16fKlew York Mortgage Trust, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or emnéttate a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this rej

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhteubsidiaries, is mad:
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahm@porting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimand the preparation
financial statements for external purposes in atmace with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsmeport our conclusiol
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; and

(d) Disclosed in this report any change in the regmtainternal control over financial reporting thatcurred during the
registrant's most recent fiscal quarter that hatenadly affected, or is reasonably likely to maadly affect, the registran
internal control over financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardirgctors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controkmofinancial reporting
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasnréd report financial
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a signifioaet in the
registrant's internal control over financial rejpugt

Date: April 2, 2007
/s/ David A. Akre

David A. Akre
Co-Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Steven R. Mumma, certify that:
1. I have reviewed this annual report on Form 16fKlew York Mortgage Trust, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or emnéttate a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this rej

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhteubsidiaries, is mad:
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahm@porting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimand the preparation
financial statements for external purposes in atmace with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsmeport our conclusiol
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; and

(d) Disclosed in this report any change in the regmtainternal control over financial reporting thatcurred during the
registrant's most recent fiscal quarter that hatenadly affected, or is reasonably likely to maadly affect, the registran
internal control over financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant's auditansl éhe audit committee of the registrant's boardirgctors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controkmofinancial reporting
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasnréd report financial
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a signifioaet in the
registrant's internal control over financial rejpugt

Date: April 2, 2007
/sl Steven R. Mumma

Steven R. Mumma
President, Co-Chief Executive Officer and Chiefdfiaial Officer

(Principal Financial Officer)







EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annaul Report of New York Mygage Trust, Inc, (the “Company”) on Form 10-K foe year ended December 31,
2006, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), the usidmed hereby certifies, pursuant to 18
U.S.C. § 1350, as adopted pursuant to section B Garbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934, as amended; and

(2) The information contained in the Report faphlgsents, in all material respects, the finanaaldition and results of operations of the
Company.

A signed original of this written statement regdiby Section 906 has been provided to the Comaadwill be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon request.

Date: April 2, 2007
/sl David A. Akre

David A. Akre
Co-Chief Executive Officer




EXHIBIT 32.

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of New York Myage Trust, Inc., (the “Company”) on Form 10-K floe year ended December 31,
2006, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), the usidmed hereby certifies, pursuant to 18
U.S.C. § 1350, as adopted pursuant to section B Garbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of the
Company.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon request.

Date: April 2, 2007
/s/ Steven R. Mumm

Steven R. Mumma
President, Co-Chief Executive Officer and Chiefdrinial Officer




