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Item 2.02                                        Results of Operations and Financial Condition.
 
Attached as Exhibit 99.1 and Exhibit 99.2 to this Current Report is the slide presentation and transcript, respectively, from the Annual Meeting of
Stockholders of Impac Mortgage Holdings, Inc. (the “Company”) held on July 25, 2017 and the information therein is incorporated herein by reference.
 
Non-GAAP Financial Measures
 
The presentation contains operating income excluding changes in contingent consideration (Adjusted Operating Income) as a performance measure, which is
considered a non-GAAP financial measure, to further aid the Company’s investors in understanding and analyzing the Company’s core operating results and
comparing them among periods.  Adjusted Operating Income excludes certain items that the Company does not consider part of its core operating results. 
Although the Company is required by GAAP to record change in fair value and accretion of the contingent consideration, management believes operating
income excluding contingent consideration changes and the related accretion is more useful to discuss the ongoing and future operations of the Company.
This non-GAAP financial measure is not intended to be considered in isolation or as a substitute for operating income or net earnings before income taxes, or
net earnings prepared in accordance with GAAP.  The table below shows operating income excluding these items:
 

Adjusted Operating Income 
 

For the year ended
 

(in thousands, except share data) 
 

December 31, 2016
 

Net earnings
 

$ 46,670
 

  



Total other (expense) income 11,950
Income tax expense (benefit) 

 

1,093
 

Operating income 
 

$ 59,713
 

Accretion of contingent consideration 
 

6,997
 

Change in fair value of contingent consideration 
 

30,145
 

Adjusted operating income (loss)
 

$ 96,855
 

 
The information contained in this Item 2.02 and Exhibits 99.1 and 99.2 included with this Current Report on Form 8-K, is being furnished pursuant to Item
2.02 and shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise
subject to the liabilities of that Section, nor shall such information be deemed to be incorporated by reference in any registration statement or other document
filed under the Securities Act of 1933, as amended (the “Securities Act”), or the Exchange Act, except as otherwise stated in such filing.
 
Item 5.02                   Departure of Director or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of

Certain Officers.
 
(e)  On July 25, 2017, the stockholders of the Company approved an amendment to the Company’s 2010 Omnibus Incentive Plan, as amended (the “Plan”),
increasing the number of shares available under the Plan by 500,000 shares.  Awards under the Plan may include incentive stock options, nonqualified stock
options, stock appreciation rights, restricted shares of common stock, restricted stock units, performance share or unit awards, other stock-based awards and
cash-based incentive awards.  The increase in shares available under the Plan is designed to enhance the flexibility in granting stock options and other awards
to officers, employees, non-employee directors and other key persons and to ensure that the Company can continue to grant stock options and other awards to
such persons at levels determined to be appropriate by the Company’s compensation committee.
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A description of the terms and conditions of the Plan is set forth in the Company’s definitive Proxy Statement for the 2017 Annual Meeting of Stockholders
filed with the Securities and Exchange Commission on June 2, 2017, under the heading “Proposal No. 2 - Approval of Amendment to 2010 Omnibus
Incentive Plan to Increase the Shares Subject to the Plan by 500,000 Shares”, which such description is incorporated herein by reference. The summary of the
terms and conditions of the Plan is not a complete discussion of the document. Accordingly, the foregoing is qualified in its entirety by reference to the full
text of the Plan included as Exhibit 10.1 to this Current Report on Form 8-K, which is incorporated herein by reference.
 
Item 5.07                   Submission of Matters to a Vote of Security Holders.
 
The Company held its annual meeting of stockholders on July 25, 2017. For more information about the proposals set forth below, please see the Company’s
definitive Proxy Statement filed with the Securities and Exchange Commission on June 2, 2017. There were 17,690,111 shares of common stock present in
person or by proxy at the meeting. The final voting results on each of the matters submitted to a vote of stockholders were as follows:
 
Proposal No. 1:  To elect a Board of Directors to serve for the ensuing year.  There were seven nominees for the Company’s Board of Directors.  The
affirmative vote of a plurality of all of the votes cast at the meeting was necessary for the election of a nominee for director. Broker non-votes did not count as
votes cast and had no effect on the result of the vote.  Each of the seven nominees listed below have been elected to serve on the Board of Directors until the
Company’s 2018 annual meeting of stockholders or until their respective successors are elected and qualify. The voting results were as follows:
 
Director Nominee

 
Votes For

 
Votes Withheld

 
Broker Non-Votes

Joseph R. Tomkinson
 

12,727,112
 

90,429
 

4,872,570
William S. Ashmore

 

12,593,982
 

223,559
 

4,872,570
James Walsh

 

12,096,063
 

721,478
 

4,872,570
Frank P. Filipps

 

12,499,265
 

318,276
 

4,872,570
Stephan R. Peers

 

12,088,495
 

729,046
 

4,872,570
Leigh J. Abrams

 

11,913,968
 

903,573
 

4,872,570
Thomas B. Akin

 

12,658,287
 

159,254
 

4,872,570
 
Proposal No. 2:  To approve an amendment to the Company’s 2010 Omnibus Incentive Plan to increase the number of shares of common stock subject to the
plan by 500,000 shares. Approval of the proposal required the affirmative vote of a majority of the votes cast in person or represented by proxy at the
meeting.  Abstentions and broker non-votes did not count as votes cast and had no effect on the result of the vote.  The proposal was approved by a vote of
stockholders as follows:
 

Votes For
 

Votes Against
 

Abstentions
 

Broker Non-Votes
11,301,621

 

1,487,180
 

28,740
 

4,872,570
 
Proposal No. 3:   To ratify the appointment of Squar, Milner, Peterson, Miranda & Williamson, LLP as the Company’s independent registered public
accounting firm for the fiscal year ending December 31, 2017.   Approval of the proposal required the affirmative vote of a majority of all votes cast at the
meeting.  Abstentions did not count as votes cast and had no effect on the result of the vote.   The proposal was approved by a vote of stockholders as follows:
 

Votes For
 

Votes Against
 

Abstentions
 

Broker Non-Votes
17,585,731

 

91,317
 

13,063
 

N/A
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Item                      7.01 Regulation FD Disclosure.
 
Attached as Exhibit 99.1 and Exhibit 99.2 to this Current Report is the slide presentation and transcript, respectively, from the Company’s Annual Meeting of
Stockholders held on July 25, 2017 and the information therein is incorporated herein by reference.
 



The information contained in this Item 7.01 and Exhibits 99.1 and 99.2 included with this Current Report on Form 8-K, is being furnished pursuant to Item
7.01 and shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities of that Section, nor shall
such information be deemed to be incorporated by reference in any registration statement or other document filed under the Securities Act or the Exchange
Act, except as otherwise stated in such filing.
 
Item 9.01                                           Financial Statements and Exhibits.
 
Exhibit

 
Description

10.1
 

2010 Omnibus Incentive Plan, as amended
99.1

 

Slide presentation from Annual Meeting of Stockholders held on July 25, 2017
99.2

 

Transcript from Annual Meeting of Stockholders held on July 25, 2017
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 

IMPAC MORTGAGE HOLDINGS, INC.
  
Date: July 27, 2017

 

   
 

By: /s/ Ron Morrison
 

Name: Ron Morrison
 

Title: EVP & General Counsel
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Exhibit 10.1
 

IMPAC MORTGAGE HOLDINGS, INC.
 

OMNIBUS INCENTIVE PLAN
 

Effective July 20, 2010
 

(amended as of July 25, 2017)
 

 
IMPAC MORTGAGE HOLDINGS, INC.

OMNIBUS INCENTIVE PLAN
 

ARTICLE I
 

PURPOSE AND ADOPTION OF THE PLAN
 

1.01                        Purpose.  The purpose of the Impac Mortgage Holdings, Inc. Omnibus Incentive Plan (as amended from time to time, the “Plan”) is to assist
in attracting and retaining highly competent employees, directors and consultants, to act as an incentive in motivating selected employees, directors and
consultants of the Company and its Affiliates to achieve long-term corporate objectives and to enable stock-based and cash-based incentive awards to qualify
as performance-based compensation for purposes of the tax deduction limitations under Section 162(m) of the Code.
 

1.02                        Adoption and Term.  The Plan shall be effective on July 20, 2010 upon and otherwise subject to approval of the stockholders of the
Company (the “Effective Date”).  The Plan shall remain in effect until the tenth anniversary of the Effective Date, or until terminated by action of the Board,
whichever occurs sooner.
 

1.03                        Assumption of Outstanding Awards under Prior Plans.  As of the Effective Date, the Prior Plans of the Company shall be frozen and no new
awards shall be made under such Prior Plans.  Further, all awards outstanding under the Prior Plans as of the Effective Date shall be assumed by this Plan and
thereafter deemed to be Awards granted and outstanding under this Plan; provided, that such assumed awards shall continue to be subject to the same terms
and conditions as set forth in the applicable Award Agreement, except that references in such Award Agreements to the “Plan” shall be deemed to refer to this
Plan and references to “Deferred Stock” shall be deemed to refer to Restricted Stock Units.
 

ARTICLE II
 

DEFINITIONS
 

For the purpose of this Plan, capitalized terms shall have the following meanings:
 

2.01                        Affiliate means an entity in which, directly or indirectly through one or more intermediaries, the Company has at least a fifty percent (50%)
ownership interest or, where permissible under Section 409A of the Code, at least a twenty percent (20%) ownership interest; provided, however, for purposes
of any grant of an Incentive Stock Option, “Affiliate” means a corporation which, for purposes of Section 424 of the Code, is a parent or subsidiary of the
Company, directly or indirectly.
 

2.02                        Award means any one or a combination of Non-Qualified Stock Options or Incentive Stock Options described in Article VI, Stock
Appreciation Rights described in Article VI, Restricted Shares or Restricted Stock Units described in Article VII, Performance Awards described in Article
VIII, other stock-based Awards described in Article IX, short-term cash incentive Awards described in Article X or any other award made under the terms of
the Plan.
 

1

 
2.03                        Award Agreement means a written agreement between the Company and a Participant or a written acknowledgment from the Company to a

Participant specifically setting forth the terms and conditions of an Award granted under the Plan.
 

2.04                        Award Period means, with respect to an Award, the period of time, if any, set forth in the Award Agreement during which specified target
performance goals must be achieved or other conditions set forth in the Award Agreement must be satisfied.
 

2.05                        Beneficiary means an individual, trust or estate who or which, by a written designation of the Participant filed with the Company, or if no
such written designation is filed, by operation of law, succeeds to the rights and obligations of the Participant under the Plan and the Award Agreement upon
the Participant’s death.
 

2.06                        Board means the Board of Directors of the Company.
 

2.07                        Change in Control means, and shall be deemed to have occurred upon the occurrence of, any one of the following events, unless an Award
Agreement specifically provides for a different definition of Change in Control:
 

(a)                                 Any “person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act (other than the Company; any trustee or other
fiduciary holding securities under an employee benefit plan of the Company; or any company owned, directly or indirectly, by the stockholders of
the Company in substantially the same proportions as their ownership of the Common Stock of the Company) is or becomes the “beneficial owner”
(as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company (not including in the securities beneficially
owned by such Person or any securities acquired directly from the Company or its Affiliates) representing 30% or more of the combined voting
power of the Company’s then outstanding securities; or



 
(b)                                 during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the beginning

of such period constitute the Board, and any new director (other than a director designated by a person who has entered into an agreement with the
Company to effect a transaction described in clause (a), (c) or (d) of this Section 2.07) whose election by the Board or nomination for election by the
Company’s stockholders was approved by a vote of at least two-thirds (2/3) of the directors then still in office who either were directors at the
beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to constitute at least a
majority thereof; or

 
(c)                                  the consummation of a Merger of the Company with any other corporation, other than (i) a Merger which would result in the

voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity), in combination with the ownership of any trustee or other fiduciary holding securities under
an employee benefit plan of the Company, at least 75% of the combined voting power of the voting securities of the Company or such surviving
entity outstanding immediately after such Merger, or (ii) a Merger effected to implement a recapitalization of the Company (or similar transaction) in
which no person acquires more than 50% of the combined voting power of the Company’s then outstanding securities;
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(d)                                 the consummation of any sale, exchange or other transfer (in one transaction or a series of related transactions) of all or

substantially all the assets of the Company to an unrelated party; or
 

(e)                                  the stockholders of the Company approve a plan of complete liquidation or dissolution of the Company.
 

2.08                        Code means the Internal Revenue Code of 1986, as amended.  References to a section of the Code shall include that section and any
comparable section or sections of any future legislation that amends, supplements or supersedes said section.
 

2.09                        Committee means the Compensation Committee of the Board.
 

2.10                        Common Stock means the common stock of the Company, par value $0.01 per share.
 

2.11                        Company means Impac Mortgage Holdings, Inc., a Maryland corporation, and its successors.
 

2.12                        Date of Grant means the date designated by the Committee as the date as of which it grants an Award, which shall not be earlier than the
date on which the Committee approves the granting of such Award.
 

2.13                        Disability means permanent and total disability as determined under the Company’s disability program or policy, or if no disability program
or policy exists, then any physical or mental disability that renders a Participant unable perform services for the Company in the capacity for which the
Participant served immediately prior to such disability and such disability is reasonably expected to last for at least twelve (12) months.
 

2.14                        Dividend Equivalent Account means a bookkeeping account in accordance with Section 11.17 and related to an Award that is credited with
the amount of any cash dividends or stock distributions that would be payable with respect to the shares of Common Stock subject to such Awards had such
shares been outstanding shares of Common Stock.
 

2.15                        Exchange Act means the Securities Exchange Act of 1934, as amended.
 

2.16                        Exercise Price with respect to Options, the amount established by the Committee in the Award Agreement in accordance with
Section 6.01(b) which is required to purchase each share of Common Stock upon exercise of the Option, or with respect to a Stock Appreciation Right, the
amount established by the Committee in the Award Agreement in accordance with Section 6.02(b) which is to be subtracted from the Fair Market Value on
the date of exercise in order to determine the amount of the payment to be made to the Participant.
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2.17                        Fair Market Value of the Common Stock means: the closing sales price of the Common Stock on the applicable date, or if no sale of stock

has been recorded on such day, then on the next preceding day on which a sale was so made.  In the event the Common Stock is not admitted to trade on a
securities exchange, the Fair Market Value as of any applicable date shall be as determined in good faith by the Committee (but in any event not less than
“fair market value” within the meaning of Section 409A of the Code, and any regulations and other guidance thereunder).  For purposes of this definition,
when determining the Fair Market Value for the grant of an Award, “applicable date” means the date of grant of the Award.
 

2.18                        Incentive Stock Option means a stock option within the meaning of Section 422 of the Code.
 

2.19                        Merger means any merger, reorganization, consolidation, exchange, transfer of assets or other transaction having similar effect involving the
Company.
 

2.20                        Non-Qualified Stock Option means a stock option which is not an Incentive Stock Option.
 

2.21                        Non-Vested Share means shares of Common Stock issued to a Participant in respect of the non-vested portion of an Option in the event of
the early exercise of such Participant’s Options pursuant to such Participant’s Award Agreement, as permitted in Section 6.06 below.
 

2.22                        Options means all Non-Qualified Stock Options and Incentive Stock Options granted at any time under the Plan.
 

2.23                        Outstanding Common Stock means, at any time, the issued and outstanding shares of Common Stock.
 

2.24                        Participant means a person designated to receive an Award under the Plan in accordance with Section 5.01.



 
2.25                        Performance Awards means Awards granted in accordance with Article VIII.

 
2.26                        Performance Goals means operating income, operating profit (earnings from continuing operations before interest and taxes), earnings per

share, return on investment or working capital, return on stockholders’ equity, economic value added (the amount, if any, by which net operating profit after
tax exceeds a reference cost of capital), Adjusted Net Earnings (as defined below), net earnings (loss) attributable to common stockholders, stock price any
one of which may be measured with respect to the Company or any one or more of its Affiliates, divisions, units and either in absolute terms or as compared
to another company or companies, and quantifiable, objective measures of individual performance relevant to the particular individual’s job responsibilities
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“Adjusted Net Earnings” means net earnings (loss) attributable to common stockholders as reported in the Company’s periodic reports filed

with the Securities and Exchange Commission, provided that such amount shall be adjusted by reversing the following, to the extent such adjustments were made
in calculating such net earnings (loss) attributable to common stockholders:
 

(a) any accrual already made with respect to the annual bonus, special bonus, or incentive bonus applicable to such person:
 

(b) any adjustment relating to change in fair value of net trust assets;
 

(c) any adjustment relating to change in fair value of long term debt;
 

(d) any adjustment relating to noncash level yield long term debt;
 

(e) any charge relating to amortization of deferred charges; and
 

(f) any adjustment relating to the following items within earnings of discontinued operations: (1) lower of cost or market and (2) repurchase
liability provision.

 
2.27                        Plan has the meaning given to such term in Section 1.01.

 
2.28                        Prior Plans means the Company’s 1995 Stock Option, Deferred Stock and Restricted Stock Plan, as amended, and the Company’s 2001

Stock Option, Deferred Stock and Restricted Stock Plan, as amended.
 

2.29                        Restricted Shares means Common Stock subject to restrictions imposed in connection with Awards granted under Article VII.
 

2.30                        Restricted Stock Unit means a unit representing the right to receive Common Stock or the value thereof in the future subject to restrictions
imposed in connection with Awards granted under Article VII.
 

2.31                        Rule 16b-3 means Rule 16b-3 promulgated by the Securities and Exchange Commission under Section 16 of the Exchange Act, as the same
may be amended from time to time, and any successor rule.
 

2.32                        Stock Appreciation Rights means awards granted in accordance with Article VI.
 

2.33                        Termination of Service means the voluntary or involuntary termination of a Participant’s service as an employee, director or consultant with
the Company or an Affiliate for any reason, including death, disability, retirement or as the result of the divestiture of the Participant’s employer or any
similar transaction in which the Participant’s employer ceases to be the Company or one of its Affiliates.  Whether entering military or other government
service shall constitute Termination of Service, or whether and when a Termination of Service shall occur as a result of disability, shall be determined in each
case by the Committee in its sole discretion.
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ARTICLE III

 
ADMINISTRATION

 
3.01                        Committee.

 
(a)                                 Duties and Authority.  The Plan shall be administered by the Committee and the Committee shall have exclusive and final

authority in each determination, interpretation or other action affecting the Plan and its Participants.  The Committee shall have the sole discretionary
authority to interpret the Plan, to establish and modify administrative rules for the Plan, to impose such conditions and restrictions on Awards as it determines
appropriate, and to make all factual determinations with respect to and take such steps in connection with the Plan and Awards granted hereunder as it may
deem necessary or advisable.  The Committee shall not, however, have or exercise any discretion that would disqualify amounts payable under Article X as
performance-based compensation for purposes of Section 162(m) of the Code.  The Committee may delegate such of its powers and authority under the Plan
as it deems appropriate to a subcommittee of the Committee or designated officers or employees of the Company.  In addition, the full Board may exercise
any of the powers and authority of the Committee under the Plan. In the event of such delegation of authority or exercise of authority by the Board, references
in the Plan to the Committee shall be deemed to refer, as appropriate, to the delegate of the Committee or the Board.  To the extent applicable, actions taken
by the Committee or any subcommittee thereof, and any delegation by the Committee to designated officers or employees, under this Section 3.01 shall
comply with Section 16(b) of the Exchange Act, the performance-based provisions of Section 162(m) of the Code, and the regulations promulgated under
each of such statutory provisions, or the respective successors to such statutory provisions or regulations, as in effect from time to time.
 

(b)                                 Indemnification.  Each person who is or shall have been a member of the Board or the Committee, or an officer or employee of the
Company to whom authority was delegated in accordance with the Plan, shall be indemnified and held harmless by the Company against and from any loss,



cost, liability, or expense that may be imposed upon or reasonably incurred by such individual in connection with or resulting from any claim, action, suit, or
proceeding to which he or she may be a party or in which he or she may be involved by reason of any action taken or failure to act under the Plan and against
and from any and all amounts paid by him or her in settlement thereof, with the Company’s approval, or paid by him or her in satisfaction of any judgment in
any such action, suit, or proceeding against him or her, provided he or she shall give the Company an opportunity, at its own expense, to handle and defend
the same before he or she undertakes to handle and defend it on his or her own behalf; provided, however, that the foregoing indemnification shall not apply
to any loss, cost, liability, or expense that is a result of his or her own willful misconduct.
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ARTICLE IV

 
SHARES

 
4.01                        Number of Shares Issuable.  The total number of shares of Common Stock authorized to be issued under the Plan shall be 3,680,585 shares

which consists of (i) 1,280,585 shares allocated to outstanding Options granted under the Prior Plans and being assumed by this Plan (the “Assumed Option
Shares”), and (ii) 2,400,000 shares(1) of Common Stock reserved for future grants under this Plan.  Shares of Common Stock underlying Awards issued under
Articles VII, VIII and IX of this Plan shall be charged as 2.0 shares against the number of shares of Common Stock available for the grant of Awards
hereunder.  The foregoing share limits shall be subject to adjustment in accordance with Section 11.07.  The shares to be offered under the Plan shall be
authorized and unissued Common Stock, or issued Common Stock that shall have been reacquired by the Company.
 

4.02                        Shares Subject to Terminated Awards.  The Assumed Option Shares shall only be available for issuance upon exercise of an Option granted
under the Prior Plans and assumed by this Plan and none of the Assumed Option Shares shall be available for grants of new Options or other Awards under
this Plan, even if the assumed Options are forfeited, canceled or otherwise terminated without issuance of any shares of Common Stock.  Except as provided
in the preceding sentence, Common Stock covered by any unexercised portions of terminated or forfeited Options (including canceled Options) granted under
the Plan or any predecessor employee stock plan of the Company, Restricted Stock or Restricted Stock Units (whether granted under this Plan or any
predecessor employee stock plan) that are forfeited or terminated for any reason prior to the date that the restrictions on such Awards would otherwise have
lapsed, other stock-based Awards that are forfeited or terminated for any reason as provided under the Plan, and Common Stock subject to any Awards that
are otherwise surrendered by the Participant may again be subject to new Awards under the Plan.  Further, any Award settled in cash shall not be counted as
shares of Common Stock for any purpose under the Plan.
 

ARTICLE V
 

PARTICIPATION
 

5.01                        Eligible Participants.  Participants in the Plan shall be such employees, directors and consultants of the Company and its Affiliates as the
Committee, in its sole discretion, may designate from time to time.  The Committee’s designation of a Participant in any year shall not require the Committee
to designate such person to receive Awards or grants in any other year.  The designation of a Participant to receive Awards or grants under one portion of the
Plan does not require the Committee to include such Participant under other portions of the Plan.  The Committee shall consider such factors as it deems
pertinent in selecting Participants and in determining the type and amount of their respective Awards.  Subject to adjustment in accordance with
Section 11.07, no Participant shall be granted Awards in any calendar year in respect of more than 450,000 shares of Common Stock (whether through grants
of Options or Stock Appreciation Rights or other Awards of Common Stock or rights with respect thereto) or cash-based Awards for more than $5,000,000;
provided, the Committee may grant Awards to a Participant in excess of these annual limits if the Committee expressly determines that a particular Award
shall not be designed to qualify as “performance-based compensation” as defined under Section 162(m) of the Code and the applicable treasury regulations
thereunder.
 

(1)  On July 20, 2010, the stockholders approved the Plan initially authorizing 450,000 shares. On each of July 24, 2012, July 23, 2013, July 22, 2014,
July 21, 2015, July 19, 2016, and July 25, 2017 the stockholders approved an increase of the authorized shares by 250,000, 300,000, 300,000, 300,000,
300,000 and 500,000 shares, respectively.
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ARTICLE VI

 
STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

 
6.01                        Option Awards.

 
(a)                                 Grant of Options.  The Committee may grant, to such Participants as the Committee may select, Options entitling the Participant to

purchase shares of Common Stock from the Company in such number, at such price, and on such terms and subject to such conditions, not inconsistent with
the terms of this Plan, as may be established by the Committee.  The terms of any Option granted under this Plan shall be set forth in an Award Agreement.
 

(b)                                 Exercise Price of Options.  The Exercise Price of each share of Common Stock upon exercise of any Option granted under the Plan
shall not be less than 100% of the Fair Market Value of the Common Stock on the Date of Grant; provided, however, that the Committee shall have discretion,
with respect to a Non-Qualified Stock Option, to establish an Exercise Price at less than the Fair Market Value on the Date of Grant to the extent that such
Option is designed to comply with the requirements of Section 409A of the Code.
 

(c)                                  Designation of Options.  The Committee shall designate, at the time of the grant of each Option, the Option as an Incentive Stock
Option or a Non-Qualified Stock Option; provided, however, that an Option may be designated as an Incentive Stock Option only if the applicable Participant
is an employee of the Company on the Date of Grant.
 



(d)                                 Special Incentive Stock Option Rules.  To the extent that the aggregate Fair Market Value (determined as of the time the Option is
granted) of the shares of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by a Participant during any calendar
year (under all plans of the Company and its parent and subsidiary corporations) exceeds $100,000, such Incentive Stock Options shall constitute Non-
Qualified Stock Options.  For purposes of this Section 6.01(d), Incentive Stock Options shall be taken into account in the order in which they were granted.  If
pursuant to the above, an Incentive Stock Option is treated as an Incentive Stock Option in part and a Non-Qualified Stock Option in part, the Participant may
designate at the time of exercise which portion shall be deemed to be exercised, and in the absence of such express designation in writing, the portion of the
Option treated as an Incentive Stock Option shall be deemed to be exercised first.  Notwithstanding any other provision of the Plan to the contrary, the
Exercise Price of each Incentive Stock Option shall be equal to or greater than the Fair Market Value of the Common Stock subject to the Incentive Stock
Option as of the Date of Grant of the Incentive Stock Option; provided, however, that no Incentive Stock Option shall be granted to any person who, at the
time the Option is granted, owns stock (including stock owned by application of the constructive ownership rules in Section 424(d) of the Code) possessing
more than ten percent (10%) of the total combined voting power of all classes of stock of the Company, unless at the time the Incentive Stock Option is
granted the Exercise Price of the Option is at least one hundred ten percent (110%) of the Fair Market Value of the Common Stock subject to the Incentive
Stock Option and the Incentive Stock Option, by its terms, is not exercisable for more than five years from the Date of Grant.
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(e)                                  Rights As a Stockholder.  A Participant or a transferee of an Option pursuant to Section 11.04 shall have no rights as a stockholder

with respect to Common Stock covered by an Option until the Participant or transferee shall have become the holder of record of any such shares, and no
adjustment shall be made for dividends in cash or other property or distributions or other rights with respect to any such Common Stock for which the record
date is prior to the date on which the Participant or a transferee of the Option shall have become the holder of record of any such shares covered by the
Option; provided, however, that Participants are entitled to share adjustments to reflect capital changes under Section 11.07.
 

6.02                        Stock Appreciation Rights.
 

(a)                                 Stock Appreciation Right Awards.  The Committee is authorized to grant to any Participant one or more Stock Appreciation
Rights.  Upon exercise of a Stock Appreciation Right with respect to a share of Common Stock, the Participant shall be entitled to receive an amount equal to
the excess, if any, of (i) the Fair Market Value of a share of Common Stock on the date of exercise over (ii) the Exercise Price of such Stock Appreciation
Right established in the Award Agreement, which amount shall be payable as provided in Section 6.02(c).
 

(b)                                 Exercise Price.  The Exercise Price of each share of Common Stock upon exercise of any Stock Appreciation Right granted under
the Plan shall not be less than 100% of the Fair Market Value of the Common Stock on the Date of Grant; provided, however, that the Committee shall have
discretion to establish an Exercise Price at less than the Fair Market Value on the Date of Grant to the extent that such Stock Appreciation Right is designed to
comply with the requirements of Section 409A of the Code.
 

(c)                                  Payment of Incremental Value.  Any payment which may become due from the Company by reason of a Participant’s exercise of a
Stock Appreciation Right may be paid to the Participant as determined by the Committee (i) all in cash, (ii) all in Common Stock, or (iii) in any combination
of cash and Common Stock.  In the event that all or a portion of the payment is made in Common Stock, the number of shares of Common Stock delivered in
satisfaction of such payment shall be determined by dividing the amount of such payment or portion thereof by the Fair Market Value on the date of exercise. 
No fractional share of Common Stock shall be issued to make any payment in respect of Stock Appreciation Rights; if any fractional share would be issuable,
the combination of cash and Common Stock payable to the Participant shall be adjusted as directed by the Committee to avoid the issuance of any fractional
share.
 

6.03                        Terms of Stock Options and Stock Appreciation Rights.
 

(a)                                 Conditions on Exercise.  An Award Agreement with respect to Options or Stock Appreciation Rights may contain such waiting
periods, exercise dates and restrictions on exercise (including, but not limited to, periodic installments) as may be determined by the Committee at the time of
grant.
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(b)                                 Duration of Options and Stock Appreciation Rights.  Options and Stock Appreciation Rights shall terminate upon the first to occur

of the following events:
 

(i)                                     Expiration of the Option or Stock Appreciation Right, as provided in the Award Agreement; or
 

(ii)                                  Termination of the Award in the event of a Participant’s disability, retirement, death or other Termination of Service, as
provided in the Award Agreement; or

 
(iii)                               Ten years from the Date of Grant (five years in certain cases, as described in Section 6.01(d)).

 
(c)                                  Acceleration or Extension of Exercise Period.  The Committee, in its sole discretion, shall have the right (but shall not be

obligated), exercisable on or at any time after the Date of Grant, to permit the exercise of an Option or Stock Appreciation Right (i) prior to the time such
Option or Stock Appreciation Right would become exercisable under the terms of the Award Agreement, or (ii) after the termination of the Option or Stock
Appreciation Right under the terms of the Award Agreement.
 

(d)                                 Exercise of Options or Stock Appreciation Rights Upon Termination of Services.  Unless an Award Agreement provides otherwise,
the following rules shall govern the treatment of an Award of Options or Stock Appreciation Rights upon a Participant’s Termination of Services:

 
(i)                                     Termination of Vested Options or Stock Appreciation Rights Upon Termination of Services.

 
(A)                               Termination Other Than Due to Death or Disability.  In the event of a Participant’s Termination of Services for

any reason other than due to the Participant’s death or Disability, the right of the Participant to exercise any vested Options or



Stock Appreciation Rights shall, unless the exercise period is extended by the Board in accordance with Section 6.03(c) above,
terminate upon the earlier of: (I) thirty (30) days after the date of the Termination of Services; and (II) the date of expiration of the
Options or Stock Appreciation Rights determined pursuant to Sections 6.03(b)(i) or (iii) above.

 
(B)                               Death or Disability.  In the event of a Participant’s Termination of Services by reason of death or Disability, the

right of the Participant to exercise any vested Options or Stock Appreciation Rights shall, unless the exercise period is extended by
the Board in accordance with Section 6.03(c) above, terminate upon the earlier of: (I) six (6) months after the date of the
Termination of Services; and (II) the date of expiration of the Options or Stock Appreciation Rights determined pursuant to
Sections 6.03(b)(i) or (iii) above.

 
(ii)                                  Termination of Unvested Options Upon Termination of Services.  To the extent the right to exercise Options or Stock
Appreciation Rights, or any portion thereof, has not vested as of the date of Termination of Services, the right shall expire on the
date of Termination of Services regardless of the reason for the Termination of Services.
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6.04                        Exercise Procedures.  Each Option and Stock Appreciation Right granted under the Plan shall be exercised under such procedures and by

such methods as the Committee may establish or approve from time to time.  The Exercise Price of shares purchased upon exercise of an Option granted
under the Plan shall be paid in full in cash by the Participant pursuant to the Award Agreement; provided, however, that the Committee may (but shall not be
required to) permit payment to be made (a) by delivery to the Company of shares of Common Stock held by the Participant, (b) by a “net exercise” method
under which the Company reduces the number of shares of Common Stock issued upon exercise by the largest whole number of shares with a Fair Market
Value that does not exceed the aggregate Exercise Price, or (c) such other consideration as the Committee deems appropriate and in compliance with
applicable law (including payment under an arrangement constituting a brokerage transaction as permitted under the provisions of Regulation T applicable to
cashless exercises promulgated by the Federal Reserve Board, unless prohibited by Section 402 of the Sarbanes-Oxley Act of 2002).  In the event that any
Common Stock shall be transferred to the Company to satisfy all or any part of the Exercise Price, the part of the Exercise Price deemed to have been satisfied
by such transfer of Common Stock shall be equal to the product derived by multiplying the Fair Market Value as of the date of exercise times the number of
shares of Common Stock transferred to the Company.  The Participant may not transfer to the Company in satisfaction of the Exercise Price any fractional
share of Common Stock.  Any part of the Exercise Price paid in cash upon the exercise of any Option shall be added to the general funds of the Company and
may be used for any proper corporate purpose.  Unless the Committee shall otherwise determine, any Common Stock transferred to the Company as payment
of all or part of the Exercise Price upon the exercise of any Option shall be held as treasury shares.
 

6.05                        Change in Control.  With respect to each Award of Options or Stock Appreciation Rights, the Committee shall determine whether and to
what extent such Options or Stock Appreciation Rights shall become immediately and fully exercisable in the event of a Change in Control or upon the
occurrence of one or more specified conditions following a Change in Control.  Notwithstanding the foregoing, unless otherwise determined by the
Committee, no Change in Control of the Company shall be deemed to have occurred for purposes of determining a Participant’s rights under this Plan if
(a) the Participant is a member of a group that first announces a proposal which, if successful, would result in a Change in Control, which proposal (including
any modifications thereof) is ultimately successful, or (b) the Participant acquires a two percent (2%) or more equity interest in the entity that ultimately
acquires the Company pursuant to the transaction described in clause (a) of this Section 6.05.
 

6.06                        Early Exercise.  An Option may, but need not, include a provision by which the Participant may elect to exercise the Option in whole or in
part prior to the date the Option is fully vested.  The provision may be included in the Award Agreement at the time of grant of the Option or may be added to
the Award Agreement by amendment at a later time.  In the event of an early exercise of an Option, any shares of Common Stock received shall be subject to
a special repurchase right in favor of the Company with terms established by the Committee.  The Committee shall determine the time and/or the event that
causes the repurchase right to terminate and fully vest the Common Stock in the Participant.
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ARTICLE VII

 
RESTRICTED SHARES AND RESTRICTED STOCK UNITS

 
7.01                        Award of Restricted Stock and Restricted Stock Units.  The Committee may grant to any Participant an Award of Restricted Shares

consisting of a specified number of shares of Common Stock issued to the Participant subject to such terms, conditions and forfeiture and transfer restrictions,
whether based on performance standards, periods of service, retention by the Participant of ownership of specified shares of Common Stock or other criteria,
as the Committee shall establish.  The Committee may also grant Restricted Stock Units representing the right to receive shares of Common Stock in the
future subject to such terms, conditions and restrictions, whether based on performance standards, periods of service, retention by the Participant of ownership
of specified shares of Common Stock or other criteria, as the Committee shall establish.  With respect to performance-based Awards of Restricted Shares or
Restricted Stock Units intended to qualify as “performance-based” compensation for purposes of Section 162(m) of the Code, performance targets will
consist of specified levels of one or more of the Performance Goals.  The terms of any Restricted Share and Restricted Stock Unit Awards granted under this
Plan shall be set forth in an Award Agreement which shall contain provisions determined by the Committee and not inconsistent with this Plan.
 

7.02                        Restricted Shares.
 

(a)                                 Issuance of Restricted Shares.  As soon as practicable after the Date of Grant of a Restricted Share Award by the Committee, the
Company shall cause to be transferred on the books of the Company, or its agent, Common Stock, registered on behalf of the Participant, evidencing the
Restricted Shares covered by the Award, but subject to forfeiture to the Company as of the Date of Grant if an Award Agreement with respect to the
Restricted Shares covered by the Award is not duly executed by the Participant and timely returned to the Company.  All Common Stock covered by Awards
under this Article VII shall be subject to the restrictions, terms and conditions contained in the Plan and the Award Agreement entered into by the Participant. 
Until the lapse or release of all restrictions applicable to an Award of Restricted Shares, the share certificates representing such Restricted Shares may be held
in custody by the Company, its designee, or, if the certificates bear a restrictive legend, by the Participant.  Upon the lapse or release of all restrictions with
respect to an Award as described in Section 7.02(d), one or more share certificates, registered in the name of the Participant, for an appropriate number of
shares as provided in Section 7.02(d), free of any restrictions set forth in the Plan and the Award Agreement shall be delivered to the Participant.



 
(b)                                 Stockholder Rights.  Beginning on the Date of Grant of the Restricted Share Award and subject to execution of the Award

Agreement as provided in Section 7.02(a), the Participant shall become a stockholder of the Company with respect to all shares subject to the Award
Agreement and shall have all of the rights of a stockholder, including, but not limited to, the right to vote such shares and the right to receive dividends;
provided, however, that the Award Agreement may provide that any dividend distributed with respect to any Restricted Shares as to which the restrictions
have not yet lapsed shall be subject to the same restrictions as such Restricted Shares and held or restricted as provided in Section 7.02(a).
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(c)                                  Restriction on Transferability.  None of the Restricted Shares may be assigned or transferred (other than by will or the laws of

descent and distribution, or to an inter vivos trust with respect to which the Participant is treated as the owner under Sections 671 through 677 of the Code,
except to the extent that Section 16 of the Exchange Act limits a Participant’s right to make such transfers), pledged or sold prior to lapse of the restrictions
applicable thereto.
 

(d)                                 Delivery of Shares Upon Vesting.  Upon expiration or earlier termination of the forfeiture period without a forfeiture and the
satisfaction of or release from any other conditions prescribed by the Committee, or at such earlier time as provided under the provisions of Section 7.04, the
restrictions applicable to the Restricted Shares shall lapse.  As promptly as administratively feasible thereafter, subject to the requirements of Section 11.05,
the Company shall deliver to the Participant or, in case of the Participant’s death, to the Participant’s Beneficiary, one or more share certificates for the
appropriate number of shares of Common Stock, free of all such restrictions, except for any restrictions that may be imposed by law.
 

(e)                                  Forfeiture of Restricted Shares.  Subject to Sections 7.02(f) and 7.04, all Restricted Shares shall be forfeited and returned to the
Company and all rights of the Participant with respect to such Restricted Shares shall terminate unless the Participant continues in the service of the Company
or an Affiliate as an employee until the expiration of the forfeiture period for such Restricted Shares and satisfies any and all other conditions set forth in the
Award Agreement.  The Committee shall determine the forfeiture period (which may, but need not, lapse in installments) and any other terms and conditions
applicable with respect to any Restricted Share Award.
 

(f)                                   Waiver of Forfeiture Period.  Notwithstanding anything contained in this Article VII to the contrary, the Committee may, in its sole
discretion, waive the forfeiture period and any other conditions set forth in any Award Agreement under appropriate circumstances (including the death,
disability or retirement of the Participant or a material change in circumstances arising after the date of an Award) and subject to such terms and conditions
(including forfeiture of a proportionate number of the Restricted Shares) as the Committee shall deem appropriate.
 

7.03                        Restricted Stock Units.
 

(a)                                 Settlement of Restricted Stock Units.  Payments shall be made to Participants with respect to their Restricted Stock Units as soon
as practicable after the Committee has determined that the terms and conditions applicable to such Award have been satisfied or at a later date if distribution
has been deferred.  Payments to Participants with respect to Restricted Stock Units shall be made in the form of Common Stock, or cash or a combination of
both, as the Committee may determine.  The amount of any cash to be paid in lieu of Common Stock shall be determined on the basis of the Fair Market
Value of the Common Stock on the date any such payment is processed.  As to shares of Common Stock which constitute all or any part of such payment, the
Committee may impose such restrictions concerning their transferability and/or their forfeiture as may be provided in the applicable Award Agreement or as
the Committee may otherwise determine, provided such determination is made on or before the date certificates for such shares are first delivered to the
applicable Participant.
 

(b)                                 Shareholder Rights.  Until the lapse or release of all restrictions applicable to an Award of Restricted Stock Units, no shares of
Common Stock shall be issued in respect of such Awards and no Participant shall have any rights as a shareholder of the Company with respect to the shares
of Common Stock covered by such Award of Restricted Stock Units.
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(c)                                  Waiver of Forfeiture Period.  Notwithstanding anything contained in this Section 7.03 to the contrary, the Committee may, in its

sole discretion, waive the forfeiture period and any other conditions set forth in any Award Agreement under appropriate circumstances (including the death,
Disability or retirement of the Participant or a material change in circumstances arising after the date of an Award) and subject to such terms and conditions
(including forfeiture of a proportionate number of shares issuable upon settlement of the Restricted Stock Units constituting an Award) as the Committee shall
deem appropriate.
 

(d)                                 Deferral of Payment.  If approved by the Committee and set forth in the applicable Award Agreement, a Participant may elect to
defer the amount payable with respect to the Participant’s Restricted Stock Units in accordance with such terms as may be established by the Committee,
subject to the requirements of Section 409A of the Code.
 

7.04                        Change in Control.  With respect to each Award of Restricted Stock or Restricted Stock Units, the Committee shall determine whether and
to what extent such Restricted Stock or Restricted Stock Units shall become immediately and fully exercisable in the event of a Change in Control or upon the
occurrence of one or more specified conditions following a Change in Control.  Notwithstanding the foregoing, unless otherwise determined by the
Committee, no Change in Control of the Company shall be deemed to have occurred for purposes of determining a Participant’s rights under this Plan if
(a) the Participant is a member of a group that first announces a proposal which, if successful, would result in a Change in Control, which proposal (including
any modifications thereof) is ultimately successful, or (b) the Participant acquires a two percent (2%) or more equity interest in the entity that ultimately
acquires the Company pursuant to the transaction described in clause (a) of this Section 7.04.
 

ARTICLE VIII
 

PERFORMANCE AWARDS
 

8.01                        Performance Awards.
 



(a)                                 Award Periods and Calculations of Potential Incentive Amounts.  The Committee may grant Performance Awards to Participants. 
A Performance Award shall consist of the right to receive a payment (measured by the Fair Market Value of a specified number of shares of Common Stock,
increases in such Fair Market Value during the Award Period and/or a fixed cash amount) contingent upon the extent to which certain predetermined
performance targets have been met during an Award Period.  The Award Period shall be one or more fiscal or calendar years as determined by the
Committee.  The Committee, in its discretion and under such terms as it deems appropriate, may permit newly eligible Participants, such as those who are
promoted or newly hired, to receive Performance Awards after an Award Period has commenced.
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(b)                                 Performance Targets.  Subject to Section 11.18, the performance targets applicable to a Performance Award may include such

goals related to the performance of the Company or, where relevant, any one or more of its Affiliates or divisions and/or the performance of a Participant as
may be established by the Committee in its discretion.  In the case of Performance Awards to “covered employees” (as defined in Section 162(m) of the
Code), the targets will be limited to specified levels of one or more of the Performance Goals.  The performance targets established by the Committee may
vary for different Award Periods and need not be the same for each Participant receiving a Performance Award in an Award Period.
 

(c)                                  Earning Performance Awards.  The Committee, at or as soon as practicable after the Date of Grant, shall prescribe a formula to
determine the percentage of the Performance Award to be earned based upon the degree of attainment of the applicable performance targets.
 

(d)                                 Payment of Earned Performance Awards.  Subject to the requirements of Section 11.05, payments of earned Performance Awards
shall be made in cash or Common Stock, or a combination of cash and Common Stock, in the discretion of the Committee.  The Committee, in its sole
discretion, may define, and set forth in the applicable Award Agreement, such terms and conditions with respect to the payment of earned Performance
Awards as it may deem desirable.
 

8.02                        Termination of Service or Change in Control.  The Award Agreement with respect to any Performance Award shall contain provisions
dealing with the disposition of such Award in the event of a Change in Control or in the event of a Termination of Services prior to the exercise, realization or
payment of such Award, with such provisions to take account of the specific nature and purpose of the Award.
 

ARTICLE IX
 

OTHER STOCK-BASED AWARDS
 

9.01                        Grant of Other Stock-Based Awards.  Other stock-based awards, consisting of stock purchase rights (with or without loans to Participants by
the Company containing such terms as the Committee shall determine), Awards of Common Stock, or Awards valued in whole or in part by reference to, or
otherwise based on, Common Stock, may be granted either alone or in addition to or in conjunction with other Awards under the Plan. Subject to the
provisions of the Plan, the Committee shall have sole and complete authority to determine the persons to whom and the time or times at which such Awards
shall be made, the number of shares of Common Stock to be granted pursuant to such Awards, and all other conditions of the Awards.  Any such Award shall
be confirmed by an Award Agreement executed by the Committee and the Participant, which Award Agreement shall contain such provisions as the
Committee determines to be necessary or appropriate to carry out the intent of this Plan with respect to such Award.
 

9.02                        Terms of Other Stock-Based Awards.  In addition to the terms and conditions specified in the Award Agreement, Awards made pursuant to
this Article IX shall be subject to the following:
 

(a)                                 Any Common Stock subject to Awards made under this Article IX may not be sold, assigned, transferred, pledged or otherwise
encumbered prior to the date on which the shares are issued, or, if later, the date on which any applicable restriction, performance or deferral period lapses;
and
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(b)                                 If specified by the Committee in the Award Agreement, the recipient of an Award under this Article IX shall be entitled to receive,

currently or on a deferred basis, interest or dividends or dividend equivalents with respect to the Common Stock or other securities covered by the Award; and
 

(c)                                  The Award Agreement with respect to any Award shall contain provisions dealing with the disposition of such Award in the event
of a Termination of Service prior to the exercise, payment or other settlement of such Award, whether such termination occurs because of retirement,
disability, death or other reason, with such provisions to take account of the specific nature and purpose of the Award.
 

ARTICLE X
 

SHORT-TERM CASH INCENTIVE AWARDS
 

10.01                 Eligibility.  Executive officers of the Company who are from time to time determined by the Committee to be “covered employees” for
purposes of Section 162(m) of the Code will be eligible to receive short-term cash incentive awards under this Article X.
 

10.02                 Awards.
 

(a)                                 Performance Targets.  The Committee shall establish objective performance targets based on specified levels of one or more of the
Performance Goals.  Such performance targets shall be established by the Committee on a timely basis to ensure that the targets are considered
“preestablished” for purposes of Section 162(m) of the Code.
 

(b)                                 Amounts of Awards.  In conjunction with the establishment of performance targets for a fiscal year or such other short-term
performance period established by the Committee, the Committee shall adopt an objective formula (on the basis of percentages of Participants’ salaries,
shares in a bonus pool or otherwise) for computing the respective amounts payable under the Plan to Participants if and to the extent that the performance



targets are attained.  Such formula shall comply with the requirements applicable to performance-based compensation plans under Section 162(m) of the
Code and, to the extent based on percentages of a bonus pool, such percentages shall not exceed 100% in the aggregate.
 

(c)                                  Payment of Awards.  Awards will be payable to Participants in cash each year upon prior written certification by the Committee of
attainment of the specified performance targets for the preceding fiscal year or other applicable performance period.
 

(d)                                 Negative Discretion.  Notwithstanding the attainment by the Company of the specified performance targets, the Committee shall
have the discretion, which need not be exercised uniformly among the Participants, to reduce or eliminate the award that would be otherwise paid.
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(e)                                  Guidelines.  The Committee may adopt from time to time written policies for its implementation of this Article X.  Such guidelines

shall reflect the intention of the Company that all payments hereunder qualify as performance-based compensation under Section 162(m) of the Code.
 

(f)                                   Non-Exclusive Arrangement.  The adoption and operation of this Article X shall not preclude the Board or the Committee from
approving other short-term incentive compensation arrangements for the benefit of individuals who are Participants hereunder as the Board or Committee, as
the case may be, deems appropriate and in the best interests of the Company.
 

ARTICLE XI
 

TERMS APPLICABLE GENERALLY TO AWARDS
GRANTED UNDER THE PLAN

 
11.01                 Plan Provisions Control Award Terms.  Except as provided in Section 11.16, the terms of the Plan shall govern all Awards granted under the

Plan, and in no event shall the Committee have the power to grant any Award under the Plan which is contrary to any of the provisions of the Plan.  In the
event any provision of any Award granted under the Plan shall conflict with any term in the Plan as constituted on the Date of Grant of such Award, the term
in the Plan as constituted on the Date of Grant of such Award shall control.  Except as provided in Section 11.03 and Section 11.07, the terms of any Award
granted under the Plan may not be changed after the Date of Grant of such Award so as to materially decrease the value of the Award without the express
written approval of the holder.
 

11.02                 Award Agreement.  No person shall have any rights under any Award granted under the Plan unless and until the Company and the
Participant to whom such Award shall have been granted shall have executed and delivered an Award Agreement or received any other Award
acknowledgment authorized by the Committee expressly granting the Award to such person and containing provisions setting forth the terms of the Award.
 

11.03                 Modification of Award After Grant.  No Award granted under the Plan to a Participant may be modified (unless such modification does not
materially decrease the value of the Award) after the Date of Grant except by express written agreement between the Company and the Participant, provided
that any such change (a) shall not be inconsistent with the terms of the Plan, and (b) shall be approved by the Committee.
 

11.04                 Limitation on Transfer.  Except as provided in Section 7.02(c) in the case of Restricted Shares, a Participant’s rights and interest under the
Plan may not be assigned or transferred other than by will or the laws of descent and distribution, and during the lifetime of a Participant, only the Participant
personally (or the Participant’s personal representative) may exercise rights under the Plan.  The Participant’s Beneficiary may exercise the Participant’s rights
to the extent they are exercisable under the Plan following the death of the Participant. Notwithstanding the foregoing, to the extent permitted under
Section 16(b) of the Exchange Act with respect to Participants subject to such Section, the Committee may grant Non-Qualified Stock Options that are
transferable, without payment of consideration, to immediate family members of the Participant or to trusts or partnerships for such family members, and the
Committee may also amend outstanding Non-Qualified Stock Options to provide for such transferability.
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11.05                 Taxes.  The Company shall be entitled, if the Committee deems it necessary or desirable, to withhold (or secure payment from the

Participant in lieu of withholding) the amount of any withholding or other tax required by law to be withheld or paid by the Company with respect to any
amount payable and/or shares issuable under such Participant’s Award, and the Company may defer payment or issuance of the cash or shares upon exercise
or vesting of an Award unless indemnified to its satisfaction against any liability for any such tax. The amount of such withholding or tax payment shall be
determined by the Committee and shall be payable by the Participant at such time as the Committee determines in accordance with the following rules:
 

(a)                                 The Participant shall have the right to elect to meet his or her withholding requirement (i) by having withheld from such Award at
the appropriate time that number of shares of Common Stock, rounded down to the nearest whole share, whose Fair Market Value is equal to the amount of
withholding taxes due, (ii) by direct payment to the Company in cash of the amount of any taxes required to be withheld with respect to such Award or (iii) by
a combination of shares and cash.
 

(b)                                 In the case of Participants who are subject to Section 16 of the Exchange Act, the Committee may impose such limitations and
restrictions as it deems necessary or appropriate with respect to the delivery or withholding of shares of Common Stock to meet tax withholding obligations.
 

11.06                 Surrender of Awards.  Any Award granted under the Plan may be surrendered to the Company for cancellation on such terms as the
Committee and the holder approve.  With the consent of the Participant, the Committee may substitute a new Award under this Plan in connection with the
surrender by the Participant of an equity compensation award previously granted under this Plan or any other plan sponsored by the Company.
 

11.07                 Adjustments to Reflect Capital Changes.
 

(a)                                 Recapitalization.  In the event of any corporate event or transaction (including, but not limited to, a change in the Common Stock
or the capitalization of the Company) such as a merger, consolidation, reorganization, recapitalization, separation, partial or complete liquidation, stock
dividend, stock split, reverse stock split, spin-off, or other distribution of stock or property of the Company, a combination or exchange of Common Stock,
dividend in kind, or other like change in capital structure, number of outstanding shares of Common Stock, distribution (other than normal cash dividends) to



shareholders of the Company, or any similar corporate event or transaction, the Committee, in order to prevent dilution or enlargement of Participants’ rights
under this Plan, shall make equitable and appropriate adjustments and substitutions, as applicable, to or of the number and kind of shares subject to
outstanding Awards, the Exercise Price for such shares, the number and kind of shares available for future issuance under the Plan and the maximum number
of shares in respect of which Awards can be made to any Participant in any calendar year, and other determinations applicable to outstanding Awards.  The
Committee shall have the power and sole discretion to determine the amount of the adjustment to be made in each case.
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(b)                                 Merger.  In the event that the Company is a party to a Merger, outstanding Awards shall be subject to the agreement of merger or

reorganization.  Such agreement may provide, without limitation, for the continuation of outstanding Awards by the Company (if the Company is a surviving
corporation), for their assumption by the surviving corporation or its parent or subsidiary, for the substitution by the surviving corporation or its parent or
subsidiary of its own awards for such Awards, for accelerated vesting and accelerated expiration, or for settlement in cash or cash equivalents.
 

(c)                                  Options to Purchase Shares or Stock of Acquired Companies.  After any Merger in which the Company or an Affiliate shall be a
surviving corporation, the Committee may grant substituted options under the provisions of the Plan, pursuant to Section 424 of the Code, replacing old
options granted under a plan of another party to the Merger whose shares or stock subject to the old options may no longer be issued following the Merger. 
The foregoing adjustments and manner of application of the foregoing provisions shall be determined by the Committee in its sole discretion.  Any such
adjustments may provide for the elimination of any fractional shares which might otherwise become subject to any Options.
 

11.08                 No Right to Continued Service.  No person shall have any claim of right to be granted an Award under this Plan. Neither the Plan nor any
action taken hereunder shall be construed as giving any Participant any right to be retained in the service of the Company or any of its Affiliates.
 

11.09                 Awards Not Includable for Benefit Purposes.  Payments received by a Participant pursuant to the provisions of the Plan shall not be included
in the determination of benefits under any pension, group insurance or other benefit plan applicable to the Participant which is maintained by the Company or
any of its Affiliates, except as may be provided under the terms of such plans or determined by the Committee.
 

11.10                 Governing Law.  All determinations made and actions taken pursuant to the Plan shall be governed by the laws of the State of California
and construed in accordance therewith.
 

11.11                 No Strict Construction.  No rule of strict construction shall be implied against the Company, the Committee, or any other person in the
interpretation of any of the terms of the Plan, any Award granted under the Plan or any rule or procedure established by the Committee.
 

11.12                 Compliance with Rule 16b-3.  It is intended that, unless the Committee determines otherwise, Awards under the Plan be eligible for
exemption under Rule 16b-3.  The Board is authorized to amend the Plan and to make any such modifications to Award Agreements to comply with
Rule 16b-3, as it may be amended from time to time, and to make any other such amendments or modifications as it deems necessary or appropriate to better
accomplish the purposes of the Plan in light of any amendments made to Rule 16b-3.
 

11.13                 Captions.  The captions (i.e., all Section headings) used in the Plan are for convenience only, do not constitute a part of the Plan, and shall
not be deemed to limit, characterize or affect in any way any provisions of the Plan, and all provisions of the Plan shall be construed as if no captions have
been used in the Plan.
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11.14                 Severability.  Whenever possible, each provision in the Plan and every Award at any time granted under the Plan shall be interpreted in such

manner as to be effective and valid under applicable law, but if any provision of the Plan or any Award at any time granted under the Plan shall be held to be
prohibited by or invalid under applicable law, then (a) such provision shall be deemed amended to accomplish the objectives of the provision as originally
written to the fullest extent permitted by law and (b) all other provisions of the Plan and every other Award at any time granted under the Plan shall remain in
full force and effect.
 

11.15                 Amendment and Termination.
 

(a)                                 Amendment.  The Board shall have complete power and authority to amend the Plan at any time; provided, however, that the
Board shall not, without the requisite affirmative approval of stockholders of the Company, make any amendment which requires stockholder approval under
the Code or under any other applicable law or rule of any stock exchange or listing service which lists Common Stock or Company Voting Securities.  No
termination or amendment of the Plan may, without the consent of the Participant to whom any Award shall theretofore have been granted under the Plan,
adversely affect the right of such individual under such Award.
 

(b)                                 Termination.  The Board shall have the right and the power to terminate the Plan at any time. No Award shall be granted under the
Plan after the termination of the Plan, but the termination of the Plan shall not have any other effect on any Award outstanding at the time of the termination
of the Plan and any such outstanding Award will continue in accordance with its terms and conditions.
 

11.16                 Foreign Qualified Awards.  Awards under the Plan may be granted to such employees, directors and consultants of the Company and its
Affiliates who are residing in foreign jurisdictions as the Committee in its sole discretion may determine from time to time. The Committee may adopt such
supplements to the Plan as may be necessary or appropriate to comply with the applicable laws of such foreign jurisdictions and to afford Participants
favorable treatment under such laws.
 

11.17                 Dividend Equivalents.  For any Award granted under the Plan, the Committee shall have the discretion, upon the Date of Grant or thereafter,
to establish a Dividend Equivalent Account with respect to the Award, and the applicable Award Agreement or an amendment thereto shall confirm such
establishment.  If a Dividend Equivalent Account is established, the following terms shall apply:
 

(a)                                 Terms and Conditions.  Dividend Equivalent Accounts shall be subject to such terms and conditions as the Committee shall
determine and as shall be set forth in the applicable Award Agreement.  Such terms and conditions may include, without limitation, for the Participant’s



Account to be credited as of the record date of each cash dividend on the Common Stock with an amount equal to the cash dividends which would be paid
with respect to the number of shares of Common Stock then covered by the related Award if such shares of Common Stock had been owned of record by the
Participant on such record date.
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(b)                                 Unfunded Obligation.  Dividend Equivalent Accounts shall be established and maintained only on the books and records of the

Company and no assets or funds of the Company shall be set aside, placed in trust, removed from the claims of the Company’s general creditors, or otherwise
made available until such amounts are actually payable as provided hereunder.
 

11.18                 Adjustment of Performance Goals and Targets.  Notwithstanding any provision of the Plan to the contrary, the Committee shall have the
authority to adjust any Performance Goal, performance target or other performance-based criteria established with respect to any Award under the Plan if
circumstances occur (including, but not limited to, unusual or nonrecurring events, changes in tax laws or accounting principles or practices or changed
business or economic conditions) that cause any such Performance Goal, performance target or performance-based criteria to be inappropriate in the judgment
of the Committee; provided, that with respect to any Award that is intended to qualify for the “performance-based compensation” exception under
Section 162(m) of the Code and the regulations thereunder, any adjustment by the Committee shall be consistent with the requirements of Section 162(m) and
the regulations thereunder.
 

11.19                 Legality of Issuance.  Notwithstanding any provision of this Plan or any applicable Award Agreement to the contrary, the Committee shall
have the sole discretion to impose such conditions, restrictions and limitations (including suspending exercises of Options or Stock Appreciation Rights and
the tolling of any applicable exercise period during such suspension) on the issuance of Common Stock with respect to any Award unless and until the
Committee determines that such issuance complies with (a) any applicable registration requirements under the Securities Act of 1933 or the Committee has
determined that an exemption therefrom is available, (b) any applicable listing requirement of any stock exchange on which the Common Stock is listed,
(c) any applicable Company policy or administrative rules, and (d) any other applicable provision of state, federal or foreign law, including foreign securities
laws where applicable.
 

11.20                 Restrictions on Transfer.  Regardless of whether the offering and sale of Common Stock under the Plan have been registered under the
Securities Act of 1933 or have been registered or qualified under the securities laws of any state, the Company may impose restrictions upon the sale, pledge,
or other transfer of such Common Stock (including the placement of appropriate legends on stock certificates) if, in the judgment of the Company and its
counsel, such restrictions are necessary or desirable to achieve compliance with the provisions of the Securities Act of 1933, the securities laws of any state,
the United States or any other applicable foreign law.
 

11.21                 Further Assurances.  As a condition to receipt of any Award under the Plan, a Participant shall agree, upon demand of the Company, to do
all acts and execute, deliver and perform all additional documents, instruments and agreements which may be reasonably required by the Company, to
implement the provisions and purposes of the Plan.
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Exhibit 99.1
Impac Mortgage Holdings, Inc. Annual Stockholders’ Meeting Tuesday, July 25, 2017

 

Safe Harbor Statement During this presentation we will make projections or other forward-looking statements in regards to but not limited to GAAP and taxable earnings, cash flows, interest rate and market risk exposure, mortgage production and general market conditions. I would like to refer you to the “Business Risk Factors” in our most recently filed Form 10K filed under the Securities and Exchange Act of 1934. These documents contain and identify important factors that could cause the actual results to differ materially from those contained in our projections or forward-looking statements. This presentation including outlook and any guidance is effective as of the date given and we expressly disclaim any duty to update the information herein. Non-GAAP Financial Measures This presentation contains operating income excluding changes in contingent consideration (Adjusted Operating Income) as a performance measure, which is considered a non-GAAP financial measure, to further aid our investors in understanding and analyzing our core operating results and comparing them among periods. Adjusted Operating Income excludes certain items that we do not consider part of our core operating results. This non-GAAP financial measure is not intended to be considered in isolation or as a substitute for operating income or net earnings before income taxes, or net earnings prepared in accordance with GAAP. Additional disclosure related to non-GAAP financial measures can be found in the Company’s press releases under Investor Relations-News & Events at
www.impaccompanies.com



 

2016 Overview Total originations of $12.9 billion GAAP net earnings of $46.7 million Adjusted operating income* of $96.9 million From December 31, 2015 to December 31, 2016: Book value per share increased from $11.09 to $14.42 Market capitalization increased from $185.9 million to $224.6 million *Operating income excluding changes in contingent consideration



 

2016 Total Originations of $12.9B 2014 2015 2016 $2.8 $9.3 $12.9 $0 $2 $4 $6 $8 $10 $12 (in billions)



 

Mortgage Originations by Channel 2014 2015 2016 Wholesale $598.9 $1,449.2 $1,334.2 Retail $80.3 $5,571.8 $9,670.1 Correspondent $2,169.6 $2,238.0 $1,919.9 $- $2,000.0 $4,000.0 $6,000.0 $8,000.0 $10,000.0 (in millions)



 

Servicing Portfolio Increased to $12.4B 12/31/2014 12/31/2015 12/31/2016 UPB $2.3 $3.6 $12.4 $- $2.0 $4.0 $6.0 $8.0 $10.0 $12.0 $14.0 (in billions)



 

2016 Adjusted Operating Income* of $96.9M *Operating income excluding changes in contingent consideration 2014 2015 2016 $(13.2) $33.5 $96.9 $(15.0) $5.0 $25.0 $45.0 $65.0 $85.0 (in millions)



 

Growth of NonQM Production 2014 2015 2016 2017 (YTD 6/30) $7.0 $132.4 $289.6 $416.7 $- $50.0 $100.0 $150.0 $200.0 $250.0 $300.0 $350.0 $400.0 $450.0 (in millions)



 

Capital Transactions January 2016 - Converted $20 million of debt (originally issued in 2014) into common stock, increasing book value by $20 million September 2016 - Completed a successful over-subscribed public offering, providing net proceeds to the Company of approximately $42.6 million March 2017 - Paid off a $30 million working line of credit and replaced it with an mortgage servicing rights financing facility April 2017 - Completed a successful $56 million common stock registered direct offering. The net proceeds to the Company were approximately $55.4 million May 2017 - Exchanged $8.5 million trust preferred debt at a discount to par, saving annual interest expense of approximately $400,000



 

2017 Looking Ahead Continue grow NonQM production Continue to increase servicing portfolio Invest in technology



 

This concludes my prepared remarks, thank you for attending Impac Mortgage Holdings, Inc. 2017 Annual Stockholders’ Meeting.
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PRESENTATION
 
Justin Moisio: Good morning, everyone. Thank you for joining Impac Mortgage Holdings 2017 Annual Meeting.
 
During this presentation, we will make projections or other forward-looking statements in regards to, but not limited to, GAAP and taxable earnings, cash
flows, interest rate, risk and market risk exposure, mortgage production, general market conditions.
 
I would like to refer you to the business risk factors in our most recently filed Form 10-K under the Securities and Exchange Act of 1934. These documents
contain and identify important factors that could cause the actual results to differ materially from those contained in our projections or forward-looking
statements. This presentation, including any outlook and any guidance, is effective as of the date given, and I expressively disclaim any duty to update the
information herein.
 
This presentation contains operating income, excluding changes in contingent consideration, adjusted operating income, as a performance measure — which
is considered a non-GAAP financial measure, to further aid our investors in understanding and analyzing our core operating results and comparing them
among our periods.
 
Adjusted operating income excludes certain items that we do not consider part of our core operating results. This non-GAAP financial measure is not
intended to be considered in isolation or as a substitute for operating income or net earnings before income taxes or net earnings prepared in accordance with
GAAP.
 
Additional disclosure related to non-GAAP financial measures can be found in the Company’s press releases under Investor Relations found at
www.impaccompanies.com. I would like to introduce Joe Tomkinson, Chairman and CEO of Impac Mortgage Holdings.
 

 
Joe Tomkinson: Good morning, everyone. And I’m shocked this is our 22nd Annual Meeting. So it just dawned on me. Today with us, we have our Board of
Directors Steve Peers; Leigh Abrams; Jim Walsh, our newest member Tom Akins over there and I’m looking for Frank Filipps. Also, our representative from
our SEC Counsel, Katherine Blair, who has been with us for 22 years, also — I can’t believe you’re still doing this. And I change it all the time, I don’t know
why she became an attorney.
 
Sitting next to her is our General Counsel, Ron Morrison. And then our representative from our outside auditor, where is he? Nirav, where are you? There he
is — okay, Nirav Badani with Squar Milner. I think I’ve covered everyone.
 
I have a script here, but I’m going to probably go off script. I hate scripts. So I’m just going to talk a little bit about 2016. We had a pretty good year in 2016,
a lot of that — or most of that — was a result of the acquisition that we made in early 2015 of CashCall.
 
We did almost $13 billion in originations, $12.9 billion to be exact, and we reported earnings of $96.9 million, which we haven’t seen those type of earnings
in almost 10 years. From December through — of 2015 through December of 2016, our book value share increased $14.42, and that was up from $11.09 to
$224.6 million.
 
And so at this point the Company is very pleased to see strong operational results translate into such strong increase in shareholder value. The shareholder
value has since then increased significantly. As I mentioned, a lot of this increase is due to the acquisition of CashCall.
 
In 2014, in the mortgage originations were only $2.8 billion and that was mostly just through our correspondent in our wholesale origination channels. And
then in 2015, we increased to $9.3 billion. That’s an increase of 300% over the previous year.
 
Our origination growth continued in 2016, and we grew another, almost $4 billion, to $12.9 billion, as we were able to capitalize — just like everyone else —
on the low interest rate market. I’m pointing that out because as time goes on that dynamic is beginning to change and change in a way that we have been
telling people for quite some time.
 
As a result of — in 2014, I don’t know if everyone remembers, when we made a conscious decision to get out of the retail distributive market where we sold
off all of our brick-and-mortar retail operations. It was a very, very — I think, that business with brick and mortar is sort of come and gone, and I’ll get into
that a little bit here.
 



But we’ve got rid of that, and we depended upon our wholesale and our Correspondent Lending. And as a result, during that year, I think we did somewhere
around $2.8 billion in originations.
 
And then as I mentioned in January 2015 in the — with the acquisition of CashCall that void began to increase significantly. And we recognized early on the
opportunity, and we took advantage of it, with the idea that we reduced CashCall as a steppingstone to get into a more efficient distribution in purchase
market as far as the retail business is concerned. It’s much easier to operate a whole — excuse me, a centralized operation than trying to have retail branches
all over the country.
 

 
And as a result, again in 2015, we — our retail originations increased significantly and that comprised about 60% of our total originations, which increased
142% over 2014. In 2016, our wholesale and retail channels remained relatively flat, while we once again, we saw an increase of over $4 billion in our
consumer direct business.
 
CashCall centralized mortgage retail call center’s one of the most efficient origination platforms in the country. In a low-interest rate environment, like we
experienced in ‘15 and ‘16, this channel has the ability to secure a significant market share of the refinance production that can be both in price and speed.
And as a result of all this, our servicing portfolio grew — and it grew quite significantly.
 
In 2014, and prior years, because we saw a continued decline in the interest rates, we made a very conscious decision to sell off the production [and] the
servicing. When we — to hold on to it, and if you held on to that, the value of the servicing just decreased and you ended up taking a mark-to-market loss, or
the value of the servicing depreciated, such that it didn’t make any sense to us at that time to hold on to those small amounts of servicing, especially when we
were trying to build the capitalization of the Company.
 
So we had sold off the majority of our servicing, but at the same time in 2015, we started to see the interest rates, what we felt like were at the lowest. And so
as opposed to selling off the servicing, we made a strategic decision to hold on to our servicing. And our servicing portfolio increased about 58% after we
made that decision to $3.6 billion.
 
During 2016, as a result of that strategic change, we did not sell any MSRs, and we grew our servicing portfolio significantly. At the end of 2016, our
servicing portfolio now stood at $12.4 billion. I think we’re roughly $15 billion today, so we continue to see that overall growth in the servicing portfolio.
And, as a result of that strategic change, our servicing income has increased to something like $7 million a quarter.
 
Is that what [it is, guys]? I think it’s about $2.7 million a month right now, net servicing income. So that’s a significant increase. And I think, I said in our last
meeting that once we see servicing portfolio get somewhere around $20 billion, you’re going to have a servicing portfolio that’s generating somewhere in the
neighborhood of $50 million net income annually a year so and we’re rapidly approaching that $20 billion target.
 
And of course, this strategy was made, possibly, because of the direct consumer retail platform that we have and the strong retention ARM that has resulted
from that. During the first half of 2016, we experienced monthly retention percentages as high as 84%. I think that’s the highest in the industry.
 

 
And what does that mean 84%? Well, rather than the servicing portfolio running off because we were — have a strong retail recapture division, we were able
to recapture that business. In other words, where other companies were losing their servicing and taking that market loss, we were recapturing, putting that
servicing back on our books at no cost. While others in our competition field was having to pay to get that same servicing that they just bought put back on
their books.
 
And I think 84% is the highest in the country at least according to — from what I understand. I don’t know if Bill —Strathmore? Is that what Strathmore is
saying?
 
Bill Ashmore: [If Strathmore said it, but definitely it’s what we’re seeing].
 
Joe Tomkinson: Okay. So let’s talk a little bit about the operational income and the overview. In 2014, the Company had a substantial operational loss, which
was projected during that time period. And the adjusted operating income increased from a loss of something like $13 million in 2014 to an operational
income of $33.5 million.
 
And then as I mentioned, in 2016, we had operating income of almost $97 million. This increase in adjusted operating income of $63 million as a result of
2015 was primarily due to an increasing gain on the sale income as a result of 40% increase in the origination volume.
 
So obviously, if our origination volumes went up, the increase in the profitability is going to go up. In 2014, we announced a strategic partnership with a
company that began our non-QM origination platform. Hold on a second, I got to get some water here. Reminds me of Rubio, right?
 
Unidentified Speaker: Except he lost.
 
Joe Tomkinson: Okay, so having said that, in 2014 we made a strategic change — not a strategic change, a strategic decision — to get back into the non-QM
business, or the nonqualified mortgage businesses, which is nothing more than non-QM versus QM.
 
Qualified mortgages give you a safe harbor for lawsuits or action by the CFPB. Non-QM is more of the originator, beware make sure you’re dotting all your
Is and crossing your Ts — which we’ve become quite adept at. And we stretched — we entered into a strategic arrangement with a company called
Macquarie, and we started developing our own non-QM business.
 
And this non-QM business was developed to fill a void. And that void is — if any of you had gone to a bank three years ago to get a loan, you couldn’t get a
loan, unless it was a Fannie Mae or Freddie Mac or maybe a HUD-style loan. Well, we spent a number of — a large amount of time developing this non-QM
business.
 



And the idea was — and the reason for it was we wanted to ensure that when interest rates began to rise, that we would have a product that more and more
realtors and more and more LO’s — loan officers — could turn to, to fill the void that would be left by rising interest rates.
 

 
And in a rising interest rate market — like what we’ve been in, in the last 6 months — you’re going to see a drop-off in volume, okay? And what’s — it
always amazes me, I’ve been doing this a long time — and every time there’s an interest rate rise then all of the Wall Street pundits and all the analysts, they
act like the entire world is going to fall in and mortgage business is now is over, it’s all gone.
 
And in the time that I have been doing this, which is longer than I want to recount, that just doesn’t happen. What will happen is like what we’ve seen in the
first 6 months, you just see a decline in the origination volume and then people become acclimated to the higher interest rates. And then as they get
acclimated to the higher interest rates, then their attention is drawn more to the purchase money market.
 
And then, more and more sales occur, and that’s the reason for the non-QM business — because where a realtor has under a Fannie Mae, Freddie Mac-style
loan, has maybe two qualified borrowers for one property, now he has a choice. He might have now 10 qualified borrowers if he is using a non-QM loan
product.
 
So this is exactly what we’re seeing. We’ve seen a decrease in the conforming market and now month-over-month, we’re seeing an increase in the non-QM.
The Non-QM business happens to be roughly 2 to 2.5x more profitable than the conforming loan market.
 
So right now we’re on the run rate of doing about $120 million to $130 million in non-QM a month, $130 million a month. So let’s just say it’s worth 2x more
than the conforming loan market. Well, that’s the same thing as if you originated $260 million of conforming product, it was just 2x.
 
So we continue to emphasize in the push on the non-QM. We recognize that volumes in the conforming are down, but I think in December, January, we told
everybody that was exactly what was going to happen. And we’ve been telling everybody now for the longest time that as the market shifts more away from
the conforming market to a non-QM market, we are the recognized leader in that market.
 
Last year, I don’t know what exactly what we did in total production, but just to give you an idea, through the first half of 2017, our non-QM production
reached $416 million as compared to — excuse me, $289 million for all of last year.
 
So that’s almost doubling in — well, that’s [one of them] that’s quadrupling what we did the prior year. And we continue to see those trends. Enough on the
non-QM, I think everybody gets the idea of what our strategy is and what we continue to push.
 
This last year, we had some capital transactions. In 2016, we converted $20 million of debt that was originally issued in 2014 into common stock, and that
increased our book value by $20 million. In September of 2016, the Company completed a successful oversubscribed public offering providing net proceeds
to the Company of approximately $42.6 million.
 

 
And then, in March of 2017, the Company paid off $30 million in the working line of capital and replaced it with the mortgage servicing rights financing
facility. In April 2017, the Company completed a successful $56 million common stock registered direct offering and the net proceeds to Company were
approximately $55.4 million. In May of 2017, the Company exchanged $8.5 million of trust preferreds, saving an annual interest rate expense of
approximately $400,000.
 
So looking forward 2017, we’re going to continue to grow and push the non-QM business, we think that is a very profitable business. We continue to increase
the non-QM business to the tune of $232 million in the second quarter. We will surpass that in the third quarter. This trend has continued — I think now you
can tell I’m starting to read the script here, I get offline here — it’s going to be $240 million.
 
Just saying we continue to increase existing non-agency production. And we’re working to lease a new prime non-agency home equity line of credit, which
Bill has been working on for the last six months. I think we’re all approved to launch that. Nobody else in the industry has that right now that I know of.
 
And, we continue to increase our servicing portfolio as it stands at actually $14.7 billion when this was written, it will exceed $15 billion by the end of this
month. And then it’s a very low weighted average coupon portfolio, which increases the value of the overall performance. And the one thing that we never
talk about, but we have been spending a lot of time on in the weeds — and that’s our technology.
 
By October, we will be announcing the release of a proprietary technology that not only will make it easier to do business with us, much easier for our
correspondence and our third-party originators, but it will actually have a decisioning process in place.
 
So, as opposed to an underwriter — right now, an underwriter takes about — it takes an underwriter a day to do 1.5 files. 10 years ago, an underwriter — if
they were doing 5 loans a day you’d wonder what they were doing, but because of all the compliance issues and all the government regulatory controls, et
cetera, an underwriter can only get through 1.5 files a day. And you can remember we’re paying these underwriters a lot of money.
 
And so with this technology, the goal is for an underwriter to do 10 loans a day. And you can see what the significant cost savings will be. Now, 10 seems like
a big number going from 1.5 files to 10, but with the technology that we developed it’s very doable. In beta phase, the underwriters are doing now 3.5 loans a
day — and that’s in the beta testing phase.
 
So you can see that’s an improvement of over 100%. How many companies can show you improvement of 100% in the cost savings? Okay, so we continue to
push that and I’m looking forward to the next announcement — hopefully in October it will be completed.
 

 
This concludes my remarks. I don’t have anything. I guess — do I open it up for questions now?



 
QUESTIONS AND ANSWERS

 
Justin Moisio: Yes. So if anybody has any questions?
 
Unidentified Participant: Yes. Hello, are you able to talk about the securitization that you discussed briefly in your press release that you issued at the time
you did the private offering?
 
Joe Tomkinson: I think the question was are we planning — basically what you’re asking is do we have any plans for securitization? And, yes, we do. That’s
the short answer.
 
Okay. Now to do the securitization, there is a number of things that need to be done. You need to get rated by the rating agencies and we are in that process
and have been going through that process for some time. We have circled about $400 million per — so our first securitization will be approximately $400
million.
 
The ultimate goal is that after all of our production, which is as I mentioned earlier is trending towards $120 million to $130 million a month, would all go
into our own securitizations. The timing right now to go in through the process for the approvals and all of the rating agency due diligence, we think will be
done hopefully by September 11.
 
Did that help you?
 
Unidentified Participant: Yes.
 
Joe Tomkinson: All right. Any other?
 
Unidentified Participant: Can I ask what the anticipated spread is going to be between where you think if you were able to be do them right now, what your
level of profits would be in your spread?
 
Joe Tomkinson: A lot. There’s no way. Let me give you the reality of it. If we don’t improve after the cost of the securitization and we don’t improve our
spreads, then we’ll sell it away. Does that make sense?
 
But I want to remind everyone, when we were holding on to our own securities — this is, oh, gosh, going back to — when was the last time we did one, in
2005, 2006? Yes. We were getting huge spreads. We were paying out dividends as much as $3 a year. And that equates about $60 million a quarter in
dividends. So the spreads were significant.
 
And we held to approximately $30 billion of notional value of residuals. And those residuals today continue to pay in cash flow very nicely. We — actually
when the market was in such turmoil, we were able to use that portfolio very much to our benefit.
 

 
So it’s very much to our benefit to securitize and to hold on to those securities as much as we can.
 
Justin Moisio: Any other questions?
 
Joe Tomkinson: No other questions? Well, if there’s no other questions and that concludes my remarks. Oh, Ron. You got — we forgot about the election
results, didn’t we?
 
All right, well, I better call the Chancellor of the Exchequer up here or whatever he calls himself.
 
Ron Morrison: Thank you, Joe.
 
It’s my responsibility to handle the election itself. So I have the votes that we have by proxy. But if there’s anybody present who have not voted or who
previously voted by proxy, if you want to change your votes or give me your votes, now is the last chance.
 
Okay, there will be nobody present. I can give the results of the election.
 
The first matter that came up for vote was the election of the slate of Board of Directors that was submitted. I can announce that the slate was re-elected at this
point — that’d be Mr. Tomkinson, Mr. Ashmore, Mr. Filipps, Mr. Peers, Mr. Abrams, Mr. Walsh and Mr. Akin. So they’re all elected for another year of term.
 
The second matter that came up was to consider and approve the amendment to the 2010 Omnibus Incentive Plan and that matter also passed. And the final
matter that came up for election was to ratify the appointment of Squar Milner as our independent registered auditors for the coming year and that matter also
passed.
 
Thank you.
 
Joe Tomkinson: All right. Well now, that does conclude all my remarks. So thank you, everyone, for your attendance. I appreciate it.
 


