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TWO HARBORS INVESTMENT CORP.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 21, 2013
To our Stockholders:

On behalf of the Board of Directors of Two Harbbtrgestment Corp., it is my pleasure to invite youte 2013 Annual Meeting of
Stockholders of Two Harbors Investment Corp., ayléanrd corporation, to be held at The Grand Hotelidéiapolis, 615 Second Avenue
South, Minneapolis, Minnesota 55402, on Tuesday RIg 2013, at 1:00 p.m. Central Time, for thedwling purposes:

(1) To elect eight (8) directors, with each directawvsgg until our next annual meeting of stockholdangl until his or her succes
is elected and qualified,;

(2) To approve the Two Harbors Restated 2009 Equitgritice Plan;

(3) To consider and vote upon the ratification of thkestion of Ernst & Young LLP to serve as our inglegient registered public
accounting firm for our fiscal year ending Decem®gr 2013;

(3) To hold an advisory vote relating to the compelsatif our executive officers; and
(4) To transact any other business properly brougldrbdehe Annual Meeting or any adjournment or posgoent thereof.

Stockholders of record at the close of businesslarch 26, 2013, are entitled to notice of, anddte\at, the Annual Meeting and any
adjournment or postponement of the meeting. Therapanying Proxy Statement contains further infdimmeabout the business to be
conducted at the Annual Meeting.

Once again, we are pleased to furnish our proxerizds over the Internet. This process not onlyeelites your receipt of the proxy
materials, but also lowers the cost and reducegmmironmental impact. On or about April 8, 200@ commenced mailing to each of our
stockholders a Notice Regarding the AvailabilityRubxy Materials, which contains instructions omvito access a copy of our 2013 Proxy
Statement, Annual Report on Form 10-K and othécitioly materials, and also contains instructionshow to vote electronically or how you
can obtain a paper copy of our Proxy Statementfammial Report.

It is important that your shares be represented athe Annual Meeting, regardless of the number of shras you hold and whether
or not you plan to attend the meeting in person. écordingly, we encourage you to authorize your votas soon as possible by followir
the instructions contained in the Notice Regardinghe Availability of Proxy Materials you received fa the Annual Meeting. The
Notice includes instructions on how to authorize @roxy to vote via the Internet or toll-free telephae number, or how to request a
paper proxy card to complete, sign and return via mail.

BY ORDER OF THE BOARD OF DIRECTOR!

pbretd ;f?,.t{ufl_; Jy«ﬁé/

Rebecca B. Sandbe
General Counsel and Secretz

April 3, 2013
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ADMISSION TO THE 2013 ANNUAL MEETING

Only stockholders who own shares of our commonkséscof the close of business on March 26, 201Bpwientitled to attend the 20
Annual Meeting. If you wish to attend the Annuag¢dling in person, please register in advance btacting our Investor Relations
Department at (612) 629-2500. Attendance at theudhMeeting will be limited to persons presentargof of stock ownership as of the
record date and a form of government-issued plusotification.

. If your shares are registered in your name, préofimership could include a copy of your accouatesnent from our
transfer agent or a copy of your stock certificate.

. If you hold shares through an intermediary, such bsoker, bank or other nominee, proof of stockemship could include
a form of proxy from your broker, bank or other rine® or a copy of your brokerage or bank accowtéstentPlease
note: if you hold your shares through an intermegliand wish to vote your shares at the meeting,rpast request a “legal
proxy” from your broker, bank or other nominee dmihg that proxy to the meeting.

No cameras, recording devices or large packagébeavppermitted in the meeting roo
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TWO HARBORS INVESTMENT CORP.
PROXY STATEMENT

The Board of Directors of Two Harbors InvestmentCoa Maryland corporation, is using this proxgtsiment to solicit your proxy for
use at our 2013 Annual Meeting. We intend to seiNbtice Regarding the Availability of Proxy Mats for the Annual Meeting and make
proxy materials available to stockholders (or,tfayse who request, a paper copy of this proxy istate and the form of proxy) on or about
April 8, 2013, to our stockholders of record ashef close of business on March 26, 2013. Refegeimcthis proxy statement to “Two
Harbors,” “company,” “we,” “us,” “our” and similaerms refer to Two Harbors Investment Corp.

GENERAL INFORMATION ABOUT THE ANNUAL MEETING AND VO TING
Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting to be Held on Mg 21, 2013

This proxy statement and our 2012 Annual Reportclwvincludes our Annual Report on Form 10-K, araiiable on the Internet at
www.proxyvote.com. Pursuant to rules adopted leyShcurities and Exchange Commission, or SEC, we élected to provide access to
proxy materials over the Internet. Accordingly, are sending a Notice Regarding the Availabilityobxy Materials to our stockholders of
record as of the close of business on March 263 2@ll stockholders will have the ability to aceemur proxy materials on the website
referred to in the Notice Regarding the Availabilif Proxy Materials (www.proxyvote.com) or to rexpt to receive a printed set of our pri
materials. Instructions on how to access our progyerials over the Internet or request a printgyof our proxy materials may be found in
the Notice Regarding Availability of Proxy MatesalIn addition, stockholders may request to rexpioxy materials in printed form by mail
or electronically by email on an ongoing basis.

The Annual Meeting

Our Annual Meeting will be held on Tuesday, May 2@13, at 1:00 p.m. Central Time at The Grand Hiélieheapolis, 615 Second
Avenue South, Minneapolis, Minnesota 55402.

Purpose of the Annual Meeting
The purpose of the Annual Meeting is to vote onfthlewing items:
(1) To elect eight (8) directors, with each directawvseg until our next annual meeting of stockholdansl until his or her succes
is elected and qualified;
(2) To approve the Two Harbors Restated 2009 Equitgritice Plan;

(3) To consider and vote upon the ratification of thkestion of Ernst & Young LLP to serve as our inelegent public accountants
for our fiscal year ending December 31, 2013;

(3) To hold an advisory vote relating to the compewsatif our executive officers; and
(4) To transact such other business as may properlg ¢mfore the Annual Meeting or any adjournmentastponement thereof.
The Board of Directors is not aware of any othettendo be presented for action at the Annual MegtiShould any other matter

requiring a vote of stockholders arise, the persmmsed in the enclosed proxy card and acting timeleuwill vote the proxies in accordance
with their discretion on any such matter.
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Who Can Vote

The Board of Directors has fixed the close of besinon March 26, 2013, as the record date forrdatarg the holders of our common
stock entitled to receive notice of and to votthatAnnual Meeting and any postponements or adjpents thereof. On the record date, there
were 362,142,394 shares of our common stock outistgnOnly stockholders as of the record date at#led to vote at the Annual Meeting
and such stockholders will be entitled to one Yoteeach share of our common stock held on therdedate, which may be exercised in
person or by proxy duly authorized in writing.

How You Can Vote

Stockholders of Record. Stockholders of record may vote their shares omsud proxy to have their shares voted by one effttiowing
methods:

e By Internet - You may authorize your proxy dime via the Internet by accessing the website wwaxyvote.com and following tr
instructions provided on the Notice or proxy cdrdernet voting facilities will be available 24 hsua day and will close at
11:59 p.m., Eastern Time, on May 20, 2013.

* By Telephone -You may authorize your proxy by touch-tone telephby calling 1-800-690-6903. Telephone voting fdes will
be available 24 hours a day and will close at 1p.59.,, Eastern Time, on May 20, 2013.

* By Mail - If you request paper copies of the proxy materialbe sent to you by mail, you may authorize ywoxy by completing,
signing and dating your proxy card and returninig the reply envelope included with the paper grmaterials.

* In Person- You may attend the Annual Meeting and vote irsparby completing a ballot; however, attendingAhaual Meeting
without completing a ballot will not count as a&ot

Beneficial Owners. If you are the beneficial owner of your sharesahmon stock (that is, you hold your shares in &treame’througt
an intermediary such as a broker, bank or otherimea), you will receive instructions from your beskbank or nominee. Your broker, bank
or nominee will not vote your shares of stock op aratters unless you provide them instructions @n to vote your shares of stock. You
should instruct your broker or nominee how to watar shares of stock by following the directions\yaded by your broker or nominee.
Alternatively, you may obtain a proxy from your labroker or other holder of record and bring ithwfou to hand in with a ballot in order
be able to vote your shares at the meeting.

Changing Your Vote

You may change your vote at any time before theyi® exercised. For stockholders of record, if yoted by mail, you may revoke
your proxy at any time before it is voted by ex@umyiand delivering a timely and valid le-dated proxy, by voting by ballot at the meeting or
by giving written notice to the Secretary. If yooted via the Internet or by telephone you may alsmge your vote with a timely and valid
later Internet or telephone vote, as the case ragitby voting by ballot at the meeting. Attendaat the meeting will not have the effect of
revoking a proxy unless (1) you give proper writtextice of revocation to the Secretary before tluxyis exercised; or (2) you vote by ba
at the meeting.

Method of Counting Votes; Quorum

Shares represented by valid proxies will be votealcicordance with instructions contained therdinolspecification is made, such
shares will be voted (i) “FOR” the election of thight director nominees listed on the proxy caii}l; FOR” the approval of the Two Harbors
Restated 2009 Equity Incentive Plan; (iii) “FORe&thatification of the selection of Ernst & Young Blas our independent registered public
accounting firm for our fiscal year ending Decem®&y 2013; and (iv) “FOR” the advisory vote relgtito executive compensation.

If you are the beneficial owner of your shares,nfmoker or nominee may vote your shares only osetproposals on which it has
discretion to vote. Under the rules of the New Y8tkck Exchange, or NYSE, your
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broker or nominee has discretion to vote your shareroutine matters, such as Proposal 3, butmiatesave discretion to vote your shares on
non-routine matters, such as Proposals 1, 2 amtletefore, if you do not instruct your broker astav to vote your shares on Proposals 1, 2
or 4, this would be a “broker non-vote” and youarss would not be counted as having been voteteagplicable proposal. We strongly
encourage you to instruct your broker or nomined@n you wish to vote your shares.

The presence, in person or by proxy, of stockhaléatitled to cast a majority of all the votes #adi to be cast at the Annual Meeting
will constitute a quorum for the transaction of iness at the Annual Meeting. Shares representguidxfes received but marked as
abstentions will be included in the calculatiortled number of shares considered to be presene atéleting. Pursuant to Maryland law,
broker non-votes and abstentions are not includéld determination of the shares of common statkg on such matter, but are counted
for quorum purposes.

Even if you currently plan to attend the Annual kit we recommend that you also submit your pesxgescribed above so that your
vote will be counted if you later decide not teeatt the meeting. Submitting your proxy in advarickemeeting does not affect your right to
attend the Annual Meeting and vote in person.

Our principal executive offices are located at 6@tlson Parkway, Suite 1400, Minnetonka, Minne&&t305. Notices of revocation of
proxies should be sent to that address, atterffiearetary.

PROPOSAL 1: ELECTION OF DIRECTORS
Board Composition

Pursuant to our Charter and Bylaws, our directoesetected by stockholders each year at our anmaating to serve terms expiring at
the next annual meeting. Our Charter and Bylawsige that our Board of Directors may be comprisédo less than the number of
directors required by the Maryland General Corporataw and no more than 15, with the precise nurttbe set by the Board. The Board
of Directors has set the size of our Board at ntharently, the Board is comprised of eight direstavith one vacancy, which we hope to fill
in the future.

Director Nominations

Action will be taken at the 2013 Annual Meeting fbe election of eight directors, each to holdagfuntil our annual meeting of
stockholders to be held in 2014 or until his or sigzcessor is duly elected and qualified.

Information concerning each of the eight directominees standing for election to the Board at @ir32Annual Meeting is set forth
below. Each of the nominees has been recommendétkiNominating and Corporate Governance Committeknominated by our Board
of Directors. It is expected that each of the dmseaominees will be able to serve, but if any snominee is unable to serve for any reason,
the proxies reserve discretion to vote or refraom voting for a substitute nominee or nomineestadtkholder using the enclosed form of
proxy can vote for or withhold his or her vote framy or all of the nominees.

We believe that each of the director nominees digppersonal and professional integrity; satisfgdevels of education and/or business
experience; business acumen; an appropriate léwvelderstanding of our business and its industdy@her industries relevant to our
business; the ability and willingness to devotegade time to the work of our Board and its comeeitt a fit of skills and personality with
those of our other directors that helps build arBdhat is effective and responsive to the needeetompany; strategic thinking and a
willingness to express ideas; a diversity of exgeres, expertise and background; and the abilitggresent the interests of our stockholders.
The information presented below regarding eaclctiranominee also sets forth specific experienaalifications, attributes and skills that
led our Board to conclude that he or she shoulddminated to stand for election to serve as a tirec

3
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Nominees for Election to the Board

Name

Age

Background Information

James J. Bender

Mark D. Ein

56

48

James J. Bender is a director nominee. He is Senior Vice President General Counsel of WPX
Energy, Inc. (NYSE: WPX) and has served in that sdhce his appointment in April 2011. Prior tatth
he served as General Counsel and Corporate Sgcoéféhe Williams Companies Inc. from 2002 to 2C
and General Counsel of Williams Partners GP LLE&,ganeral partner of Williams Partners, since
September 2005. Mr. Bender served as the Genetalsebof the general partner of Williams Pipeline
Partners L.P., from 2007 until its merger with \idiths Partners in August 2010. From June 2000 to
June 2002, Mr. Bender was Senior Vice PresideniGamntral Counsel of NRG Energy, Inc., and was its
Vice President, General Counsel, and Secretary fuome 1997 to June 2000. Prior to joining NRG
Energy, Mr. Bender served in a variety of otherlagles, including as a partner at Maslon Edelman
Borman & Brand in Minneapolis, Minnesota; and asoasate at Gibson, Dunn & Crutcher. Mr. Bender
serves on the Board of Directors of the Tulsa Adaded Way and is a member of the Board of Trustd
the Philbrook Museum of Art, the Board of Directofghe KIPP School Tulsa, and the Board of Vistor
of the Sustainable Energy and Resources Law Progtdhe University of Tulsa College of Law.

Mr. Bender received a Bachelor’s degree in mathiesm&bm St. Olaf College in 1979, and a Juris
Doctorate degree from the University of Minnesotavi.School in 1981. We believe Mr. Bender is an
appropriate director because of his experience anthknowledge of corporate governance, regulatory
matters and issues applicable to a public compadyita board of director:

Mark D. Ein is the non-executive Vice Chairman of our Boardwokctors and has been a director of the
company since our merger with Capitol Acquisitioor|@, or Capitol, in October 2009. Mr. Ein prevityt
served as Capitol's Chief Executive Officer andentber of its board of directors. Mr. Ein is the Rder

of Venturehouse Group, LLC, a holding company thiaeates, invests in and builds companies, and has
served as its Chief Executive Officer since 1998.is1also the President of Leland Investmentsivater
investment firm. An entity owned by Mr. Ein is algee majority owner and managing member of Kastle
Holding Company LLC, which through its subsidiaroeemducts the business of Kastle Systems, LLC, a
provider of building and office security systematttvas acquired in January 2007. He is the Co-@fzair
of Kastle Systems and the founder and owner o¥Afashington Kastles, the World Team Tennis franc
in Washington, D.C. Mr. Ein is a director of MACHia.r.l., a telecommunications process solutions
company, and the chairman of the board of VSGidaosconferencing, telepresence, and audio-visual
integration company. He serves on the executivengittee of the Federal City Council, and serveshen
boards of The District of Columbia College AccessgPam and The District of Columbia Public
Education Fund. Mr. Ein received a B.S. in Econ@miith a concentration in Finance from the Univgr
of Pennsylvania’s Wharton School of Finance aniaB.A. from the Harvard Business School. Mr. Ein
was originally appointed as a director pursuamoiatractual rights of Capitol granted in the mengih
Capitol. We believe Mr. Ein is an appropriate dioce¢o provide continuity for Capitol's common skoc
and warrant holders and the benefits he bringsitdoard of Directors with his background as an
entrepreneur, investment banker and inve:

4
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Name

Age

Background Information

William W. Johnson

Stephen G. Kasnet

51

67

William W. Johnson is an independent member of our Board of Directidirs.Johnson has been a director
of the company since our merger with Capitol inabetr of 2009. Mr. Johnson was formerly a Partnér an
Deputy Head of Asset Management at Perella WeinBartners in New York, a privately owned financial
services firm from 2009 to 2012. Previously, he wadanaging Director of J.P. Morgan, a financial
services firm, from 2006 to 2009, where he heldweawles including Divisional Management and Risk
Committee Member, Head of Proprietary PositioningiBess, and Head of Tax-Exempt Capital Markets.
From 2004 to 2005, Mr. Johnson was a private imre§trom 2001 to 2003, Mr. Johnson was President of
Paloma Partners, a private capital management aompdasreenwich, Connecticut. From 1984 to 2001,
Mr. Johnson worked for UBS and its predecessohicago, Singapore, London and Basel. He began his
career at O’Connor and Associates in currency opttoading and served in several senior management
functions including Divisional Management and R&mmittee Member and Global Head of Treasury
Products. Mr. Johnson is a director of Silver BaaRy Trust Corp. (NYSE: SBY). Mr. Johnson receive

a B.S. degree from the University of Pennsylvaniaawtbn School in 1984, and an M.B.A. from the
University of Chicago in 1988. Mr. Johnson was wradly appointed as a director pursuant to contraict
rights of Pine River Capital Management L.P., arePRiver, granted in the merger agreement with t6h
We believe Mr. Johnson is an appropriate direcémalise of his extensive knowledge of financial retsrk
and trading, and his career in financial mark

Stephen G. Kasnet is an independent member of our Board of Direcamic serves as our Lead
Independent Director. Mr. Kasnet has been a diraxftthe company since our merger with Capitol in
October of 2009. Mr. Kasnet is also a directorGlumbia Laboratories, Inc., a specialty pharmtcels
company (NASDAQ: CBRX), where he is chairman of loard and serves on the audit committee;
Rubicon Ltd. (NZX: RBC), where he is chairman o thoard and serves on its audit committee; ancef
Bay Realty Trust Corp. (NYSE: SBY), where he semeshe audit committee. He was the Chairman of
Dartmouth Street Capital LLC, a private investnfemb, from 2007 through October 2009. He was also
the President and Chief Executive Officer of RaychBmoperty Company LLC, a real estate company,
from 2007 through October 2009. From 2000 to 20@6yas President and Chief Executive Officer of
Harbor Global Company, Ltd., an asset managemaniral resources and real estate investment cory
and President of PIOglobal, a Russian real estagstment fund. From 1995 to 1999, Mr. Kasnet was a
director and member of the Executive Committeefuf Bradley Real Estate Trust. He was Chairman of
Warren Bank from 1990 to 2003. He has also helibs@management positions with other financial
organizations, including Pioneer Group, Inc., Fikshthrop Corporation and Winthrop Financial
Associates, and Cabot, Cabot and Forbes. He sasvaslirector of Tenon Ltd., a wood products comg
and serves as a director of First Ipswich BankisH#so a trustee and vice president of the boftleo
Governor’s Academy, a private coed boarding hidtostin Byfield, Massachusetts. Mr. Kasnet received
a B.A. from the University of Pennsylvania in 196&. Kasnet was originally appointed as a director
pursuant to contractual rights of Pine River grdniethe merger agreement with Capitol. We believe
Mr. Kasnet is an appropriate director based orabdit committee experience, and his past and curren
experience as a director of public compar

5
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Name

Age

Background Information

W. Reid Sanders

Thomas Siering

63

53

W. Reid Sandersis an independent member of our Board of Directédrs.Sanders has been a director of
the company since our merger with Capitol in Octalfe2009. He is a director and member of the audit
committee of Mid-America Apartment Communities, .Irec Delaware REIT that owns and operates
apartment complexes, (NYSE: MAA). Mr. Sanders adsiive President of Sanders Properties, Inc.,la rea
estate company; is a director of Independent Bafiank holding company; serves on the Investment
Committee at Cypress Realty, a real estate compardyis on the Advisory Board of SSM Venture
Partners lll, L.P., a private venture capital fitte is the former Chairman at Two Rivers Capital
Management, and his former directorships includeblaGlobal Company Ltd., an asset management,
natural resources and real estate investment compérGlobal Asset Management, a Russian private
investment management company, The Pioneer Graupdmlobal investment management firm, and
TBA Entertainment Corporation, a strategic commatidmns and entertainment marketing company.
Mr. Sanders was the Gesunder and former Executive Vice President of Beastern Asset Manageme
and the former President of Longleaf Partners Mufuads, a family of funds in Memphis from 1975-
2000. He served as an Investment Officer at FiestnEssee Investment Management, the investment
management division of First Horizon National Cagdmn, from 1973-1975. Mr. Sanders worked in
Credit Analysis and Commercial Lending at Unionréas National Bank from 1971972. Mr. Sanders
a Trustee of the Hugo Dixon Foundation, the Dixall&y and Gardens, the Hutchison School, The
Jefferson Scholars Foundation, and the TN Shakes@ampany, and is a former Trustee of Rhodes
College and the Campbell Clinic Foundation. He ineméa Bachelors of Economics from the Universit
Virginia in 1971. Mr. Sanders was originally appeih as a director pursuant to contractual rightBiné
River granted in the merger agreement with Capitfd.believe Mr. Sanders is an appropriate director
because of his broad business experience and esepend sound judgment, as well as his expertige wi
audits and financial statemer

Thomas Siering is our Chief Executive Officer and President amdeanber of our Board of Directors.
Mr. Siering has been a director and executive effgince Two Harbors was incorporated in May 2009.
Mr. Siering is a Partner of Pine River, which ie fharent company of Two Harbors’ external manager,
PRCM Advisers LLC, or PRCM Advisers. Prior to jwig Pine River in 2006, Mr. Siering was head ol
Value Investment Group at EBF & Associates, a peivavestment firm, from 1999 until 2006. Duringai
period, he was also the manager for Merced ParthBrsa private investment firm, and Tamarack
International Limited, a closed end, non-diversifisavestment management company. Mr. Siering was
named a Partner at EBF & Associates in 1997. Miiigj joined EBF & Associates in 1989 as a trader.
From 1987 to 1989, Mr. Siering held various posisién the Financial Markets Department at Cartyit,
From 1981 until 1987, Mr. Siering was employedha Domestic Soybean Processing Division at Cargill
in both trading and managerial roles. Mr. Sieringds a B.B.A. from the University of lowa with a joa

in Finance. Mr. Siering was originally appointedsadirector pursuant to contractual rights of HRiser
granted in the merger agreement with Capitol. Wiebe Mr. Siering is an appropriate director be@aab
his investment and trading expertise as well a&misviedge of PRCM Advisers and its affiliate
organizations, which will help ensure that adequeseurces are devoted to Two Harbors by PRCM
Advisers. Mr. Siering plays a key liaison role beém day-to-day management of Two Harbors and our
independent director
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Name

Age

Background Information

Brian C. Taylor

Hope B. Woodhouse

48

56

Brian C. Taylor is the Chairman of our Board of Directors. Mr. Taythas been a director since Two
Harbors was incorporated in May 2009. Mr. Taylothis Chief Executive Officer and Chief Investment
Officer of Pine River. Mr. Taylor founded Pine Rinie 2002 and is responsible for management of the
business and oversight of its funds. Prior to FRheer’s inception, Mr. Taylor was with EBF & Assates
from 1988 to 2002; he was named head of the cabiedrbitrage group in 1994 and Partner in 1998. H
responsibilities included portfolio management, keting, product development and trading information
systems development. Mr. Taylor received a B.SnfMdillikin University in Decatur, lllinois and an
M.B.A. from the University of Chicago. Mr. Tayloapsed the lllinois Certified Public Accountant
Examination in 1986. Mr. Taylor was originally ajpped as a director pursuant to contractual righits
Pine River granted in the merger agreement withtGlapVe believe Mr. Taylor is an appropriate dia@c
because of his investment and trading expertiseetisas his knowledge of PRCM Advisers and its
affiliate organizations. He is able to help engtia adequate resources are devoted to Two Haloyors
PRCM Advisers and plays a key liaison role betwggyto-day management of Two Harbors and our
independent director

Hope B. Woodhouse is an independent member of our Board of Direcamic was appointed to the Board
in May of 2012. Ms. Woodhouse has over 25 yeaexpgrience in the financial services industryoat t
ranked, global alternative asset management fimdsaoker dealers. Currently, Ms. Woodhouse is a
member of the board of directors of Piper Jaffraynpanies (NYSE: PJC) and serves on its Audit
Committee and Compensation Committee. From 20@88, she served as Chief Operating Officer and
as a member of the Management Committee for Brid¢@wAssociates, Inc. Between 2003 and 2005,
Ms. Woodhouse was President and Chief Operatinig&fof Auspex Group, L.P., and was Chief
Operating Officer and a member of the Managemem@ittee of Soros Fund Management LLC from
2000 to 2003. Prior to that, she held various etreeleadership positions, including Treasurer ohéfs al
Tiger Management L.L.C. (1998 -2000) and Managitrg@or of the Global Finance Department at
Salomon Brothers Inc. (1983 - 1998). She has ptesly served as a director of Seoul SecuritiesL@b,
Soros Funds Limited, and The Bond Market Assoamtibls. Woodhouse also serves on the boards of
Bottom Line New York and the United Way FoundataniRC, is a Trustee of the Tiger Foundation, a
member of the Investment Committee at Phillips Aag, Andover, Massachusetts. Ms. Woodhouse
received an A.B. degree in Economics from Georgetoiversity in 1978 and an M.B.A. from Harvard
Business School in 1983. We believe Ms. Woodh@sise appropriate director because of her
background in the financial services industry aaddxperience serving in executive management and
public company board and committee ro

Recommendation of Board; Vote Required

The vote of a plurality of all of the votes castaneeting at which a quorum is present is necg$sathe election of a director. For
purposes of the election of directors, abstentamtsbroker non-votes, if any, will not be countedvates cast and will have no effect on the
result of the vote, although they will be considepeesent for the purpose of determining the presefia quorum.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VCH* FOR " THE ELECTION OF EACH OF THE
DIRECTOR NOMINEES NAMED ABOVE.
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CORPORATE GOVERNANCE AND BOARD MATTERS

Our Board of Directors is committed to maintainthg highest standards of business conduct and iiepgovernance. As described
more fully below, we have adopted a Code of Busi@snduct and Ethics for officers and directorsyal as for the employees of our
external manager, and have adopted Corporate GavegrGuidelines, which, in conjunction with our @eg Bylaws and our board
committee charters, provides the framework foraarporate governance.

You can access our Code of Business Conduct andsEtur Corporate Governance Guidelines, the ehafor our Audit Committee,
Compensation Committee, Nominating and CorporateeBmnce Committee, and Risk Oversight Committed,cartain other of our
policies under “Corporate Governande'the Investor Relations section of our websitenatv.twoharborsinvestment.com or by writing to
Investor Relations department at: Two Harbors stwent Corp., 601 Carlson Parkway, Suite 1400, Btiomka, Minnesota 55305.

Director Independence

The rules of the NYSE require that a majority @oanpany’s board of directors be composed of “indepeat directors,” which is
defined generally as a person other than an execatiicer or employee of the company or its sulasids or any other individual having a
relationship, which, in the opinion of the companigbard of directors, would interfere with the dtoe’s exercise of independent judgment in
carrying out the responsibilities of a directornSistent with these considerations, our Board oé®ors has affirmatively determined that
each of James J. Bender, Stephen G. Kasnet, WilWadohnson, W. Reid Sanders and Hope B. Woodhguesifies as an independent
director.

Leadership Structure of the Board of Directors

The Board of Directors is led by a Chairman whappointed by the directors. Both independent andindependent directors are
eligible for appointment as the Chairman. The Ghair presides at all meetings of the stockholdedsofthe Board of Directors as a whole.
The Chairman performs such other duties, and esescuch powers, as from time to time shall becpbel in our Bylaws or by the Board
Directors.

Our Corporate Governance Guidelines provide thairtiependent directors shall appoint one of timeimbers to serve as the lead
independent director. The lead independent diréstagsponsible for coordinating the activitiedtod other independent directors, including
scheduling and conducting separate meetings dhtfependent directors and for such other duties@sissigned from time to time by the
Board of Directors. Mr. Kasnet has been appointetha lead independent director.

The Board of Directors consists of a majority afependent directors and exercises a strong, indepenversight function. All of the
Committees of the Board of Directors — Audit, Comgation, Nominating and Corporation Governance,Risk Oversight — are
comprised entirely of independent directors. A nemiif board committee processes and procedurdsding regular executive sessions of
non-management directors and a regular revieweoptrformance of PRCM Advisers, our external manggevide substantial independent
oversight of our managemesiperformance. Under our Bylaws and Corporate Gmarere Guidelines, the Board of Directors has tliéyato
change its structure if it determines that suchange is appropriate and in the best interest af arbors. The Board of Directors believes
that these factors provide the appropriate balaeteeen the authority of those who oversee Two étarand those who manage it on a day-
to-day basis.

We currently separate the roles of Chairman anefGhiecutive Officer. However, our Chairman and Ghief Executive Officer are
both affiliated with PRCM Advisers and Pine RivEhe Board of Directors believes that this affilmtibenefits Two Harbors because these
individuals are knowledgeable about Two Harborsibess and because they are able to ensure tliptedeesources are devoted to Two
Harbors by PRCM Advisers and Pine River.
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Role of the Board of Directors in Risk Oversight

The Board of Directors has responsibility for ovging of Two Harborstisk management processes and for understandingydrall risk
profile of Two Harbors. Accordingly, the BoardDirectors relies upon the Audit Committee and tlekFROversight Committee to oversee
the risks related to Two Harbors. The Risk Ovdrisigommittee assists the Board of Directors inilfirlfy its responsibility to oversee the
risks of Two Harbors’ investment activities. ThesROversight Committee also assists the Audit Catemin reviewing the guidelines and
policies that govern the process by which risk sssent and risk management is addressed by theaogntirough its senior management
team, chief risk officer and corporate risk managehtommittee.

Pursuant to Two Harbors’ Risk Management Policy Mdnthe Chief Risk Officer is required to reparthe Board of Directors on an
annual basis, or more frequently as the circumstantay require or the Board of Directors may reguegarding: (i) Two Harbors’ risk
management practices; (ii) Two Harbors’ compliawith the Risk Management Policy Manual; (iii) breas and exceptions to the Risk
Management Policy Manual; (iv) the membership amdmosition of the Risk Management Committee; andanges or proposed changes
to the Risk Management Policy Manual.

Board Committees

Our Board of Directors has formed four committe®gdjt, Compensation, Nominating and Corporate Goaece, and Risk Oversight)
and has adopted charters for each of these Conemiitteach Committee is composed exclusively ottire who meet the independence and
other requirements established by the rules andlatigns of the SEC and the NYSE listing standardidditionally, the Compensation
Committee is composed exclusively of individualeirded to be, to the extent required by Rule 16&bekr the Securities Exchange Act of
1934, as amended, or the Exchange Act, non-empltiyeetors and will, at such times as we are sultge€ection 162(m) of the Internal
Revenue Code of 1986, as amended, or the Codéfygambutside directors for purposes of Sectio(tr§ of the Code.

The following table summarizes the current memhbpreheach of our Committees.

Nominating &

Director Audit Compensation Corporate Governance Risk Oversight
Stephen G. Kasn Chair X X
William W. Johnsor X Chair X
Peter Niculesc! X Chair
W. Reid Sander Chair X

Hope B. Woodhous X X

Audit Committee

The Audit Committee is responsible for engagingiodependent certified public accountants, pregafindit Committee reports,
reviewing with the independent certified public agntants the plans and results of the audit engagempproving professional services
provided by the independent certified public actauts, reviewing the independence of the indepanmktified public accountants,
considering the range of audit and non-audit ferd,reviewing the adequacy of our internal accogntontrols.

The Audit Committee is, and will at all times bepgposed exclusively of “independent directors” efired under the NYSE listing
standards and who otherwise meet the NYSE listiagdards. Each member of the Audit Committee is fitancially literate, in that they a
able to read and understand fundamental finanzitdments,
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including a company’s balance sheet, income stateara cash flow statement.

In addition, a listed company must certify thatatslit committee has and will continue to haveeast one member who is financially
sophisticated in that he or she has past employmrience in finance or accounting, requisitdgasional certification in accounting, or
other comparable experience or background thattsasithe individual's financial sophisticationh& Board of Directors has determined that
Mr. Kasnet satisfies the definition of financialp$dstication and also qualifies as an “audit coneifinancial expert,” as defined under
rules and regulations of the SEC. The Nominatind)@arporate Governance Committee and the Boardretrs reviewed Mr. Kasnet's
obligations as a member of three other audit coteestand determined that his simultaneous servicease other audit committees does not
impair his ability to effectively serve on, and astChairman of, our Audit Committee.

The Audit Committee’s purpose and responsibilitiess more fully set forth in the Audit Committeelsacter, which is available under
“Corporate Governance” in the Investor Relatiortiea of our website at www.twoharborsinvestmennco

Compensation Committee
The principal functions of the Compensation Comesitare:
«  to evaluate the performance of our officers;
e  toreview any compensation payable to our direcod officers;
e  to evaluate the performance of our external mandjRCM Advisers;

e  toreview the compensation and fees payable to PR@Wkers under the Management Agreement datedo®c®8, 2009, as
amended (the “Management Agreement”);

» toreview the compensation and fees payable ta#iiates of PRCM Advisers or any other relatedtpa
» to prepare Compensation Committee reports; and

« to administer the issuance of any common stocklmrequity awards issued to personnel of PRCM gahgi or its parent
company, Pine River, who provide services to us.

The Compensation Committee also reviews and macesmmendations to the Board of Directors on thepsarsation of the comparsy’
non-executive directors. In reviewing and makingpramendations on non-executive director compensati@ Compensation Committee
considers, among other things, the following pekcand principles:

* the compensation that is paid to directors of otmenpanies that are comparable to us;

+ the amount of time it is likely directors will bequired to devote to preparing for and attendingtings of the Board of Directors
and the Committees on which they serve;

e the success of the company;
» whether a director is a chairman of one of the Cittess of the Board of Directors and the time cotmmeit related thereto;

» if a Committee on which a director serves undegakspecial assignment, the importance of thatiapezsignment to the compe
and its stockholders; and

» the risks involved in serving as a director of Beard of Directors or a member of its Committees.

None of our executive officers are involved in deteming non-executive director compensation levaldough the company’s
management may support the Committee with provisfanformation, data and other resources in cotioeavith its compensation
recommendations to the full Board of Directors.
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The Compensation Committee may delegate all orgopoof its duties and responsibilities to a suhatttee of the Compensation
Committee. The Compensation Committee’s purposeaesmbnsibilities are more fully set forth in themipensation Committee’s charter,
which is available under “Corporate Governancethim Investor Relations section of our website atwtwoharborsinvestment.com.

Nominating and Cor porate Governance Committee

The Nominating and Corporate Governance Commigieesponsible for seeking, considering and recondingrio the Board of
Directors qualified candidates for election as cives and approves and recommends to the full BoaBdrectors the appointment of each of
our executive officers. It also periodically prepaiand submits to the Board of Directors for aawopiis selection criteria for director
nominees. It reviews and makes recommendationsatters involving the general operation of the Baafr®irectors and our corporate
governance, and annually recommends to the Boabireftors nominees for each Committee of the Baduldirectors. In addition, the
Nominating and Corporate Governance Committeeanifiually facilitate the assessment of the Boardiadctors performance and report
thereon to the Board of Directors.

The Nominating and Corporate Governance Commitbesiders the following factors in making its recoemdations to the Board of
Directors: background experience, skills, experté@eessibility and availability to serve effectiven the Board of Directors. The
Nominating and Corporate Governance Committee @saducts inquiries into the background and qualifans of potential candidate

The Nominating and Corporate Governance Commitjee’pose and responsibilities are more fully sehfm its charter, which is
available under “Corporate Governance” in the ItweRelations section of our website at www.twolmasinvestment.com.

Risk Oversight Committee

The purpose of the Risk Oversight Committee isstist the Board of Directors of Two Harbors in ifliffg its responsibility to oversee
the risks of the company’s investment activitielse TTommittee also assists the Audit Committee ®@Bbard in reviewing the guidelines and
policies that govern the process by which risk s@sent and risk management is addressed by theacgntirough its senior management
team, Chief Risk Officer and corporate Risk ManagehCommittee.

The company’s senior management team, chief riskeofand corporate risk management committeeespansible for (i) identifying

the material risks to the company and its operati@i) creating and implementing appropriate nsknagement policies, procedures and
practices, (iii) integrating the consideration iskrand risk management into the decision-makimggss of the company, and (iv) measuring
risk and monitoring risk levels.

The Risk Oversight Committee’s purpose and respditgs are more fully set forth in its charterhieh is available under “Corporate
Governance” in the Investor Relations section afwebsite at www.twoharborsinvestment.com.

Director Selection

Our Corporate Governance Guidelines provide thekdhg minimum qualifications for directors in ondi® be suitable for a position on
the Board of Directors:

» possession of the highest personal and professitiiak, integrity and values;

« the ability to exercise good business judgmenttEndommitted to representing the long-term interethe company and its
stockholders;

* having an inquisitive and objective perspectivectical wisdom and mature judgment; and

» willingness to devote the necessary time and effoBoard of Director duties, including preparimg &nd attending meetings of
Board of Directors and its Committees.

11
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In considering candidates for nomination as a tiire¢he Nominating and Corporate Governance Cotemigenerally assembles all
information regarding a candidate’s background @ualifications, evaluates a candidate’s mix oflskind qualifications and determines the
contribution that the candidate could be expeateddke to the overall functioning of the Board dfd@tors. Although we do not have a
formal policy on diversity, our corporate governamgiidelines provide that the company shall endegwbave a Board of Directors
representing a diverse education and experient@tbaides knowledge of business, financial, gowgntal or legal matters that are relevant
to our business and to our status as a publiclyeovoompany. With respect to the re-nomination ofent directors, the Committee considers
the foregoing factors as well as past participaioand contributions to the activities of the Bbaf Directors.

The Nominating and Corporate Governance Commiti#de@nsider candidates recommended for nominatiothe Board of Directors
by our stockholders. Stockholder recommendationadminees to the Board of Directors should be stibchin writing to our Secretary.
The manner in which the Committee evaluates cateid@commended by stockholders is generally thie s any other candidate.
However, the Committee will also seek and consiaf@rmation concerning any relationship betweetoalholder recommending a
candidate and the candidate to determine if theidate can represent the interests of all of theksiolders. The Committee will not evaluate
a candidate recommended by a stockholder unlesgdhkholder’s proposal provides a certificatioattthe potential candidate will serve as a
director if elected.

The Board of Directors held 11 meetings and todioady unanimous written consent three times dp#i@12. During certain meetings
of the Board of Directors, the independent directdso met separately in executive sessions witlmamagement present to discuss various
matters, including our performance and the perfoceacf PRCM Advisers. During 2012, the Audit Cortte@ held nine meetings and took
action by unanimous written consent once; the Corsgtion Committee held three meetings and tookmadty unanimous written consent
once; the Nominating and Corporate Governance Catexrineld 13 meetings; and the Risk Oversight Catamheld one meeting. Each of
our directors attended at least 75% of the agoeaptdl number of meetings held by the Board ahdomhmittees on which he or she served
during 2012. Although we do not have a policy mector attendance at the Annual Meeting, direcémesencouraged to attend the Annual
Meeting. Each of our then-current directors ateehthe annual meeting of stockholders held in Mad/22

Compensation Committee Interlocks and Insider Partipation

None of the members of our Compensation Committé¢ominating and Corporate Governance Committee lsas been employed by
us. None of our executive officers currently ssras a member of the Board of Directors or Compems@&ommittee of another entity that
has one or more executive officers serving on aarB of Directors or our Nominating and Corporatev&nance Committee, except that in
2012 each of Messrs. Taylor, Siering and Roth gigdted in making compensation decisions for oficend employees of Pine River, PR
Advisers and their affiliates.
Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct andsBttat applies to our officers, directors and eygés and to PRCM Advisers’
and Pine River’s officers, directors and employ@hen such individuals are acting for us or on eehliddf. Among other matters, our Code of
Business Conduct and Ethics is designed to detectiater wrongdoing and to promote:

* honest and ethical conduct, including the ethieaddiing of actual or apparent conflicts of interlestween personal and
professional relationships;

- full, fair, accurate, timely and understandablesidisure in our SEC reports and other public comeations;
e compliance with applicable governmental laws, raled regulations;

e prompt internal reporting of violations of the CanfeBusiness Conduct and Ethics to appropriategperglentified in the Code;
and
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e accountability for adherence to the Code of Busir@snduct and Ethics.

Any waiver of the Code of Business Conduct anddstfar our executive officers or directors may bede only by our Board of
Directors or a Committee thereof and will be proypgisclosed as required by law or stock exchareggilations. The Code of Business
Conduct and Ethics was adopted by the Board ofdiire on October 28, 2009.

Communications with our Board of Directors

We provide the opportunity for stockholders ando#tiler interested parties to communicate with membg&our Board of Directors.
Communications with the independent directors erdhmairperson of any of the Committees of the Be&idirectors may occur by regular
mail or email. Communications sent by regular rehduld be sent to the attention of the IndepenD@ectors, the Chair of the Audit
Committee, the Chair of the Compensation CommitteeChair of the Nominating and Corporate GoveteaDommittee, or the Chair of the
Risk Oversight Committee, as the case may be,dh gwtance in care of our Secretary at our oficé01 Carlson Parkway, Suite 1400,
Minnetonka, Minnesota 55305. Communications by d-sfmuld be sent to our Secretary and General Saluat
legal@twoharborsinvestment.com

Our Secretary will review each communication reediin accordance with this process to determinelveingéhe communication
requires immediate action. The Secretary will foidvall appropriate communications received, ormmary of such communications, to the
appropriate member(s) of our Board of Directorswideer, we reserve the right to disregard any comoation that we determine is unduly
hostile, threatening or illegal, or does not reasbynrelate to us or our business, or is similarBppropriate. The Secretary has the authority
to disregard any inappropriate communications dake other appropriate actions with respect tosargh inappropriate communications.

Stockholder proposals must be made in accordanbetind procedures set forth in our current Bylawthe procedures set forth in
Rule 14a-8 of the Exchange Act and not the proaiset forth in the preceding paragraph. Nominationthe Board of Directors proposed
may only be made in accordance with the procedseeforth in our Bylaws. The procedures set fantbur Bylaws for stockholder propos:
including nominations for our Board of Directors,\aell as the procedures set forth in Rule 14ar&tmckholders proposals are described in
“Other Information — Stockholders Proposals anceBtior Nominations for 2014 Annual Meeting” in tipioxy statement.

DIRECTOR COMPENSATION
Compensation Philosophy

We compensate the independent members of our Bd&ttectors for their service. It is our beligfat director compensation should:
< align the interests of our directors and our stotdérs;

e ensure the company can attract and retain outstgmiitiector candidates who meet the selectionr@iset forth in our Corporate
Governance Guidelines and Nominating and Corpdsateernance Committee Charter; and

« reflect the substantial time commitment of our cliogs necessary to oversee the company’s affairs.

Generally, it has been our practice to compengaténdependent directors with a mix of cash andtgehased compensation. We do
not pay any fees to the non-independent direcemsrsgy on our Board. However, all members of ooail of Directors are reimbursed for
their costs and expenses of serving on the BoaRdrettors, including costs and expenses of attendll meetings of our Board and its
Committees. As discussed above, the Compensatiomittee Charter provides that the Compensationr@ittee has the primary
responsibility for reviewing and recommending ahprges to director compensation. Our Board of Dirsaeviews the Compensation
Committee’s recommendations and determines the anodwirector compensation.

13
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Annual Director Fees

For the one-year term commencing immediately folfmithe 2012 Annual Meeting of Stockholders andimpat the 2013 Annual
Meeting of Stockholders, our independent directammed the following fees for their service:

e each independent director received an annual f2g,8Q0;
« the Audit Committee Chair received an additional & $15,000; and
« the lead independent director received an additieeaof $10,000.

All annual fees noted above are payable half iln @a&l half in shares of our common stock. The pastion of the fee is paid in four
equal quarterly installments over the course ofténen. The stock portion of the annual directorifegranted under our 2009 Equity Incent
Plan on the first business day following the anmeakting of stockholders at which such direct@lésted. The number of shares subject to
issuance is determined based on the Fair Marketev@l our common stock on the last trading dayquleg the grant date. Restricted stock
granted to the independent directors prior to BiE22013 term vests in three equal annual installmemtsmencing with the first anniverse
of the date of grant, so long as such directoeiging as a member of the Board of Directors onvesting date. Starting with the 2012-2013
term, stock granted to the independent directodeuthe 2009 Equity Incentive Plan as part of tihectbr fees noted above is not subject to
vesting requirements. In 2012, each director remkan additional fee of $50,000 related to theawise on the special committee of the Bo
in connection with the closing of our contributiagreement with Silver Bay Realty Trust Corp.

The following table shows the compensation of adependent directors for services in all capacttass in fiscal year 2012:

Fees
Earned or
Paid in Stock
Name Cash (1) Awards (2) Total
Stephen G. Kasni $ 118,75( $ 75,000 $ 193,75(
William W. Johnsor $ 106,25( $ 62,50( $ 168,75(
W. Reid Sander $ 106,25( $ 62,50( $ 168,75(
Peter Niculesci $ 106,25( $ 62,50( $ 168,75(
Hope B. Woodhous $ 81,25( $ 62,50( $ 143,75(

(1) Represents fees paid in fiscal year 2012.
(2) Represents the aggregate grant date fair value uteehjin accordance with FASB ASC Topic 718.

PROPOSAL 2: APPROVAL OF AMENDMENTS TO THE
TWO HARBORS RESTATED 2009 EQUITY INCENTIVE PLAN

Introduction
Our Compensation Committee and Board of Directaxetapproved the Restated 2009 Equity Incentivie {@ee “Restated 2009 Plgn”
subject to stockholder approval. As of the datthisf proxy statement, only 89,607 shares remadgilawe for awards under the company’s

existing 2009 Equity Incentive Plan. The Restat@@®Plan increases the number of shares of comtnok available for issuance under the
existing plan from 200,000 to 3,000,000. Our Boafr®irectors approved the Restated 2009 Plannbmng other things:

e enable us to continue to provide common stock asveréur independent directors as part of theiuahdirector fees;
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»  provide for the possibility of making grants of @gtbased compensation to our executive officexs @ther key employees of our
external manager, should the Compensation Comnuftthe Board determine to do so in the future; and

e implement certain best practices of equity-basedpansation, as more fully discussed below.
We believe the Restated 2009 Plan is beneficiatostockholders for the following reasons:

* therequested increase in the number of authoslates (i) represents less than one percent afuistanding shares of common
stock, and (ii) minimizes undesirable consequentabare “overhang,” i.e., the total number of skaelated to outstanding
options and other equity awards, plus shares dtaifar grant, in relation to the total number b&ges outstanding;

» the plan prohibits the repricing of equity granighwut stockholder approval;

« the plan prohibits reload options;

« the plan requires options for shares to be pritemless than the fair market value of the sharethe grant date;

« the plan authorizes the compensation committeedade claw back provisions in grants; and

» the plan precludes dividends or dividend equivaleigihts associated with performance-based awands lieing paid if the
performance measures are not met.

In addition to an increase in the number of shavedlable under the Restated 2009 Plan, other @safingm the existing plan include:
« limiting the grant date fair value to any individirrdependent director to $150,000 in any fiscalrye

e authorizing the regrant of shares not issued patdoaminimum statutory withholding, grants settleadtash, shares tendered in
payment of the exercise price, and shares notdssueonnection with appreciation rights grants;

* unless otherwise provided in the grant agreemequiring grant holders to experience a terminatibemployment without cau
or for good reason within 24 months of a changeoatrol in order to receive the benefit of accekuavesting for such grant;

» specifically authorizing the committee to add claack provisions to grants under the plan;

»  precluding the payment of dividends or dividendiegient rights associated with performarizesed awards from being paid if
performance measures are not met;

«  establishing fair market value of a share basethemlosing price on the date of grant, rather thauthe date preceding the dat
grant;

* increasing the number of stock-based grants thgtbreanade to participants in any one year;
*  restricting the term of options to ten years fréma dtate of grant;
» authorizing changes in outstanding grants in thenethe company pays extraordinary dividends;

e authorizing conforming changes to the maximum nunolbshares to be granted in any year in the evErgcapitalization or
other corporate events;

» lengthening the period of time from 12 months tav@nths to determine whether changes in the coniposif the Board
constitute a change of control,

»  precluding a Board member who was added as a &fsaift actual or threatened election contest oseoansolicitation from being
considered an Incumbent Director in determining tbea change of control has occurred;

» disclaiming liability for taxes or penalties if aagt should violate Section 409A of the federaldage;

»  specifically precluding reload options;
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» authorizing the Compensation Committee to delegat&in authority under the Restated 2009 Plansisbaommittee of the
Compensation Committee or Board of Directors cdimgjof one or more directors; and

e authorizing the use of electronic as well as wmiggant agreements.

A summary of the principal features of the Rest&@d9 Plan is set forth below. This summary is ifjedl in its entirety by reference to
the full text of the Restated 2009 Plan, whichtiached as Appendix #o this proxy statement.

If stockholders do not approve the amendmentsedribstated 2009 Plan, grants will continue to béemmder the existing 2009 Equ
Incentive Plan as currently in effect, to the ek&rares of the company’s common stock are avail@hthout regard to the increase in shares
approved by the Board of Directors).

Recommendation of Board; Vote Required

The affirmative vote of a majority of all of thetes cast at a meeting at which a quorum is préseatjuired for approval of this
Proposal 2. For purposes of this Proposal 2, atistes and broker non-votes will not be countegi@ss cast and will have no effect on the
result of the vote, although they will be considepeesent for the purpose of determining the prasefia quorum. THE BOARD OF
DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR " THE APPROVAL OF THE RESTATED 2009 PLAN.

Summary of the Principal Features of the Restated@9 Plan
Administration

The Restated 2009 Plan is administered by the Cosapen Committee of our Board of Directors. Therpensation Committee,
appointed by our Board of Directors, has the futharity to administer and interpret the Restated®Plan; to authorize the granting of
awards; to determine the eligibility of directooéficers, advisors, consultants and other persommelding personnel of our external man:
and its affiliates, to receive an award; to detaearthe number of shares of common stock to be edvgy each award (subject to the
individual participant limitations provided in tliRestated 2009 Plan); to determine the terms, pomssand conditions of each award (which
may not be inconsistent with the terms of the Redta009 Plan); to prescribe the form of instrum@videncing awards; and to take any
other actions and make all other determinationsitlitieems necessary or appropriate in connectitimtive Restated 2009 Plan or the
administration or interpretation thereof. In coniet with this authority, the Compensation Comndtteay, among other things, establish
performance goals that must be met in order fordsveo be granted or to vest, or for the restrition any such awards to lapse. The
Compensation Committee administering the Resta®®8 Plan will consist of not less than three divesiteach of whom is intended to be, to
the extent required by Rule 16b-3 of the Exchangg &non-employee director and will, at such tirmgsve are subject to Section 162(m) of
the Code, qualify as an outside director for puesast Section 162(m) of the Code, and meet theinements of the NYSE for director
independence and the requirement to be an eligiblaber of a compensation committee. The Compems@oonmittee is authorized to
delegate certain authority under the Restated P0@9to a subcommittee of the Compensation ComenitteBoard of Directors consisting of
one or more directors.

Available Shares

The Restated 2009 Plan provides for grants of comsback, restricted common stock, phantom shareisiethd equivalent rights and
other equity-based awards, subject to a ceiling,@®0,000 shares available for issuance underléme Phe maximum number of shares that
may underlie awards in any one year to any eligigleson may not exceed 500,000 as options and @D@®other grants. If an award grat
under the Restated 2009 Plan expires or termindeshares subject to any portion of the awartdkpires or terminates without having
been exercised or paid, as the case may be, wiihdgcome available for the issuance of additiamalrds. In addition, the shares underl
any phantom shares or DERs paid out in cash, therlying shares may again be made the subjectaoftgunder the Restated 2009 Plan, as
may shares tendered or withheld to satisfy mininstatutory withholding taxes or shares tendereditith&ld in payment of an option
exercise price. The Restated
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2009 Plan shall remain available until all shanegilable for grant have been awarded and all griaate been settled although the Board may
terminate the plan at any earlier time. Plan teatidm will not affect the rights and obligationstbbse with outstanding grants then in effect.
No award may be granted under the Restated 200 kny person who, assuming payment of all awaetts by such person, would owr

be deemed to own more than 9.8% in value or numib&hnares, whichever is more restrictive, of thestanding shares of our common stock.

Awards under the Plan

Restricted Shares of Common Stodk restricted share award is an award of sharesramon stock that is subject to restrictions on
transferability and such other restrictions, if ativat the Compensation Committee may impose addbe of grant. Grants of restricted shares
of common stock may be subject to vesting schedadetetermined by the Compensation Committee. $teictions may lapse separately or
in combination at such times and under such cirtamees, including a specified period of employnmrthe satisfaction of pre-established
criteria, in such installments or otherwise, as@loenpensation Committee may determine. Excepta@ttent restricted under the award
agreement relating to the restricted shares of comstock, a participant granted restricted shafesmmon stock has all of the rights of a
stockholder, including the right to vote and thghtito receive dividends on the restricted shafemmmon stock. Dividends may be paid on
restricted shares of common stock, whether or asted, at the same rate and on the same dateshsi@s of our common stock. In additi
dividends otherwise owed on restricted sharesviasitbased on performance measures shall not Beipleiss and until the performance
measurements are met.

Phantom Shares Phantom shares, when issued, will reduce thebeuwf shares available for grant under the Re32069 Plan and
will vest as provided in the applicable award agreet. A phantom share represents a right to re¢bé/éair value of a share of common
stock, or, if provided by the Compensation Comreittée right to receive the fair value of a shdreoonmon stock in excess of a base value
established by the Compensation Committee at tine ¢if grant. Phantom shares may generally be détitleash or by transfer of shares of
common stock (as may be elected by the participatite Compensation Committee, as may be provigaddoCompensation Committee at
the time of grant). The Compensation Committee rivaits discretion and under certain circumstanpesmit a participant to receive as
settlement of the phantom shares installments ayariod not to exceed ten years. The Compens@bommittee may determine that the
holders of awards of phantom shares will be eutittereceive dividend equivalents, which shall bggble at such time that dividends are
paid on outstanding shares. However, dividendsraise owed on phantom shares that vest based forpemnce measures shall not be paid
unless and until the performance measures are met.

Stock Options A stock option award is an award of the righptwchase a specific number of shares of commark stba fixed
exercise price determined on the date of grantkStption awards may either be incentive or nonlified stock options; provided that
incentive stock options may only granted to our lxyges. The exercise price of such options musaleafueast the fair market value of our
common stock on the date of grant. An incentivelstaption held by a participant who owns more théfo of the total combined voting
power of all classes of our stock, or of certaimof subsidiary corporations, may not have a terexcess of five years and must have an
exercise price of at least 110% of the fair maxkedtie of our common stock on the grant date. Thezmsation Committee will determine
the methods of payment of the exercise price amion, which may include cash, shares or candefiaif indebtedness acceptable to the
Compensation Committee. Subject to the provisidribeRestated 2009 Plan, the Compensation Conerdgéermines the remaining terms
of the options (e.g., vesting). Unless otherwisevgled in the grant agreement, after the terminatioservice of an employee, director or
consultant, the participant may exercise his ordpion, to the extent vested as of such daterofitetion, for three months following the
date of termination, except that if the participgmtninates or is terminated for cause, no exegfige termination is permitted. If termination
is due to death, the option, to the extent vestédtifemain exercisable for 12 months. If the temation is due to retirement or disability, the
option, to the extent vested, will remain exerciedbr 24 months. In no event may an option be @sed later than the expiration of its term.
A participant shall have no rights as a stockholdil the participant exercises the option andstoek certificate is issued to the participant.
Without stockholder approval, the Compensation Cdtemmay not permit any “repricing,” meaning aeguction in exercise price or
cancellation of an option in exchange for an optidth a lower exercise price or a cancellation mbation for cash or another grant if the
exercise price of
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the option is greater than the fair market valuthefshares subject to the option at the time n€el#ation, other than in conjunction with a
change of control or other anti-dilution adjustnsepérmitted.

DERs. An award of DERSs represents the right to reeédr have credited) the equivalent value (in casimmon stock or a
combination of both, as determined by the Compé@rs&ommittee at the time of grant) of dividend&pan common stock. A participant
holding DERs receives a credit for dividends desdasn common stock on each dividend payment dategithe period between (x) the date
the award is granted to the participant and (y)déue the award is exercised, vests or expiredet@smined by the Compensation Committee.
The specific terms of a DER will be establishedh®y Compensation Committee in its discretion.

Other Share-Based Awards The Restated 2009 Plan authorizes the graofinther awards based upon shares of our comnogR,st
including the grant of shares without condition(uding the grant of shares without conditionsto independent directors), the grant of
shares based upon certain conditions, grants tfatesl stock units and the grant of securitiesvestible into common stock, subject to terms
and conditions established at the time of grant.

Performance Awards The Compensation Committee may, in its diseneigrant awards intended to qualify as perforneabased
compensation for purposes of Code Section 162 (moh $erformance-based awards will result in a paricea participant only if
performance goals established by the Compensatom@ttee are achieved, as determined by the CorapensCommittee, and any other
applicable vesting provisions are satisfied. ThenGensation Committee will establish performancdgeits discretion, in compliance with
the requirements of Code Section 162(m), whicheddmg on the extent to which they are met, witedmine the number and/or the value
shares of common stock to be paid out to parti¢gpdror purposes of such awards, the performanals goay be one or more of the
following, as determined by the Compensation Conamit(i) pre-tax income, (ii) after-tax incomej)(iiet income (meaning net income as
reflected in our financial reports for the appligaperiod, on an aggregate, diluted and/or peresbhasis), (iv) operating income, (v) cash fl
(vi) earnings per share, (vii) return on equityii{veturn on invested capital or assets, (ix)frcaad/or funds available for distribution,

(x) appreciation in the fair market value of oungoon stock, (xi) return on investment, (xii) totaturn to stockholders (meaning the
aggregate of our common stock price appreciatiehdividends paid (assuming full reinvestment ofidinds) during the applicable period),
(xiii) net earnings growth, (xiv) stock appreciatitmeaning an increase in the price or value ofooanmon stock after the date of grant of an
award and during the applicable period), (xv) edateturn ratios, (xvi) increase in revenues, patir published ranking against our peer
group of real estate investment trusts based ahgtickholder return, (xviii) net earnings, (xttjanges (or the absence of changes) in the pe
share or aggregate market price of our common s{@gknumber of securities sold, (xxi) earning$doe any one or more of the following
items: interest, taxes, depreciation or amortiraett the applicable period, as reflected in onaficial reports for the applicable period and
(xxii) total revenue growth (meaning the increaséoital revenues after the date of grant of an dwad during the applicable period, as
reflected in our financial reports for the applitaperiod).

Prohibitions on Transfers of Options

No option shall be assignable or transferable, gog will or the laws of descent and distributimithe state wherein the Grantee is
domiciled at the time of his death; provided, hoerethat the Compensation Committee may (but ne€dpermit other transfers, where the
Compensation Committee concludes that such traatsifity (i) does not result in accelerated taxatih does not cause any option intended
to be an incentive stock option to fail to be désst in Section 422(b) of the Internal Revenue Canale (iii) is otherwise appropriate and
desirable. Such transfers must be made withowgideration and only to family members (or pursuara qualified domestic relations order
in the event of divorce of an optionee) or to tsust other entities for the benefit of family menmtélhe Compensation Committee may also
allow transfers to nonprofit organizations exenmptif tax under Section 501(c)(3) of the Internal &wme Code.

Change of Control

Under the Restated 2009 Plan, a change of costg#nerally defined as the occurrence of any ofdh@wing events: (i) the acquisitic
of more than 50% of our voting shares or outstamdimares by any person; (ii)
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the sale or disposition of all or substantiallyalbur assets; (iii) a merger or consolidation reheur stockholders immediately prior to such
event hold less than 50% of the voting power ofgilneiving or resulting entity; (iv) during any Z&lendar-month period, our directors,
including subsequent directors recommended or apprby our directors, but excluding directors wieadme directors as a result of an
actual or threatened election contest or consdicitation, at the beginning of such period ceaseahy reason other than due to death to
constitute a majority of our Board of Directors;(@f consummation of a stockholder approved ligticdaor dissolution. Notwithstanding the
foregoing, no event or condition described in ctsu@) through (v) above shall constitute a chasfgeontrol if it results from a transaction
between us and our Manager or an affiliate of oandber.

Upon a change of control, the Compensation Comenittay make such adjustments as it, in its disargetletermines are necessary or
appropriate in light of the change of control, baty if the Compensation Committee determines tihatadjustments do not have a substantial
adverse economic impact on the participants (axahinied at the time of the adjustments). Such adjaists may include an automatic lapse,
upon a change of control, of all restrictions andditions on all grants under the Restated 2008 Ptae grantee separates from service
without cause or for good reason within 24 monththe change of control. Unless otherwise provibtethe grant agreement, DERs
automatically vest on a change of control.

Amendments and Termination
Our Board of Directors may amend, alter or disqargithe Restated 2009 Plan but cannot take argnattat would impair the rights of

a grantee with respect to grants previously madeowt such grantee’s consent. To the extent negeard desirable, our Board of Directors
must obtain approval of our stockholders for angadment that would:

other than through anti-dilution or similar adjustms as provided in the Restated 2009 Plan, inetbastotal number of shares of
common stock reserved for issuance under the Res2&09 Plan or the maximum number of shares pieaitid be issued to any
grantee in any one year;

» change the class of officers, directors, employeassultants and advisors eligible to participatéhe Restated 2009 Plan;
e reprice any awards under the Restated 2009 Plan; or
e otherwise require such approval.

The Compensation Committee may amend the termsyo&ward granted under the Restated 2009 Planpgctigely or retroactively,
but generally may not impair the rights of any gsaint without his or her consent.

Federal Income Tax Consequences

The following is a very general description of sonfi¢he basic tax principles that apply to awarddar the Restated 2009 Plan. The
grant of an option will create no tax consequeriicethe participant or the company. A participaiiit vave no taxable income upon exercise
of an incentive stock option, except that the alitive minimum tax may apply. Upon exercise of a-goalified option, a participant
generally must recognize ordinary income equah#ofair market value of the shares acquired miheskercise price. Upon a disposition of
shares acquired by exercise of an incentive stptibmbefore the end of the applicable incentieelstoption holding periods, the participant
generally must recognize ordinary income equah#olésser of (1) the fair market value of the shatehe date of exercise minus the exercise
price or (2) the amount realized upon the dispmsitif the option shares minus the exercise pritieei@ise, a participant’s disposition of
shares acquired upon the exercise of an optionrgiiynwill result in capital gain or loss. Other amds under the Restated 2009 Plan,
including restricted stock, phantom shares and DgdRerally will result in ordinary income to therfi@pant at the later of the time of
delivery of cash or shares, or the time that eitherisk of forfeiture or restriction on transfeilay lapses on previously delivered shares or
other property. Except as discussed below, we génavill be entitled to a tax deduction equal @ tamount recognized as ordinary income
by the participant in connection with an award, Wilk be entitled to no tax deduction relating tm@unts that represent a capital gain to a
participant. Thus, we will not be entitled to aay tdeduction with respect to an incentive stockaopif the participant holds the shares for
incentive stock option holding periods.

19




Table of Contents

Code Section 162(m) generally limits the tax deidbildly of compensation paid to each of certain@xtéve officers to $1 million per
year, but allows deductions in excess of this amhéanr“performance-based compensation” as defined unddeGection 162(m). We intend
that options granted under the Restated 2009 Rlaqualify as performance-based compensation u@tafe Section 162(m). In addition,
other awards under the Restated 2009 Plan, suss@igted stock, phantom shares, DERs and othek-$tased awards, unless issued as
performance-based grants, generally will not quatib that compensation paid to executive offideinnection with such awards may not
be deductible.

Please note that the forgoing is general tax disonsand different tax rules may apply to spegificticipants and transactions under the
Restated 2009 Plan.

Additional I nformation Regarding New Plan Benefits

The company has no current proposals, plans ongeraents, written or otherwise, to grant any speaif/ards under the Restated 2009
Plan to any executive officers, officers, advisamsultants and other personnel, including pemlooftour external manager and its affiliates
or other service providers of the company. Accayliinfuture awards under the Restated 2009 Plainetdoregoing eligible recipients are not
determinable at this time.

Under the company’s compensation program for indéeet directors, each independent director cuyeateives one-half of such
director’s annual director fees in shares of comistogk. The common stock portion of the annuador fee is granted pursuant to a stock
award agreement under our existing 2009 Equityritiee Plan on the first business day following émmual meeting of stockholders at wt
such director is elected. The number of sharessuly issuance is determined based on the fakehsalue of our common stock on the last
trading day preceding the grant date. Common gjoakted to the independent directors under owtiegi 2009 Equity Incentive Plan as
of the annual director fees noted above is notesitiltp vesting requirements.

Market Price of the Common Stock

As of April 1, 2013, the fair market value of owremon stock was $12.45 per share, based on thieglpsce of the Common Stock
reported by the NYSE.

Securities Authorized for I ssuance under Equity Compensation Plans

We adopted our existing equity incentive plan tovite incentive compensation to attract and rega@lified directors, officers,
advisers, consultants and other personnel, incjudim external manager and affiliates and persooinelir external manager and affiliates,
and any joint venture affiliates of ours. Thedaling table presents certain information aboutemuity compensation plan as of
December 31, 2012:

December 31, 201,

Number of securities to be Weighted-average Number of securities remaining available for
issued upon exercise of exercise price of future issuance under equity compensation
outstanding options, warrants outstanding options, plans (excluding securities reflected in the first
Plan Category and rights warrants and rights column of this table)
Equity compensation plans
approved by stockholde — $ — 89,60"
Equity compensation plans not
approved by stockholde — — —
Total — 3 — 89,60
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PROPOSAL 3: RATIFICATION OF SELECTION OF INDEPENDEN T
REGISTERED PUBLIC ACCOUNTING FIRM

We are asking our stockholders to ratify the sedaadf Ernst & Young LLP as our independent registiepublic accountants for our
fiscal year ending December 31, 2013. Althougtiication is not required by our Bylaws or otherejishe Board of Directors is submitting
the selection of Ernst & Young LLP to our stockterislfor ratification as a matter of good corpogigEctice. In the event stockholders do not
ratify the appointment, the appointment will beaesidered by the Audit Committee. Even if the cida is ratified, the Audit Committee in
its discretion may select a different registereblipiaccounting firm at any time during the yeatt ifietermines that such a change would k
the best interests of Two Harbors. A represergaiMErnst & Young LLP is expected to be preserthatAnnual Meeting, will have an
opportunity to make a statement if he or she soekeand is expected to be available to respomgbpoopriate questions.

Auditor Fees

The aggregate fees billed to us for professionaliees performed by Ernst & Young LLP were as faléofor the years ended
December 31, 2012, and December 31, 2011:

2012 2011
Audit Fees(a) $ 758,000 $ 420,00(
Audit -Related Fee«(b) 14,00( 108,70(
Tax Fees(c) 182,65( 57,50(
All Other Fees(d) — 1,99¢
Total Principal Accountant Fees $ 954,65( $ 586,20(

(a) Audit Feespertain to the audit of our annual ConsolidatedRaial Statements, including review of the intefimancial statements
contained in our Quarterly Reports on Form 10-Qnfoot letters to underwriters in connection withr oegistration statements and
common stock offerings, attest services, consentset incorporation of the E&Y audit report in pigb} filed documents and assistance
with and review of documents filed with the SEC.

(b) Audit Related Feegpertain to assurance and related services thatamligionally performed by the principal accountantluding
accounting consultations and audits in connectiith proposed or consummated acquisitions, intezoatrol reviews and consultation
concerning financial accounting and reporting séadsl.

(c) Tax Feespertain to services performed for tax compliangeluding REIT compliance, tax planning and tax adyincluding
preparation of tax returns and claims for refund &x-payment planning services. Tax planning ahdca also includes assistance with
tax audits and appeals, and tax advice relatepdoific transactions.

(d) Other Feespertain to annual membership fees to E&Y’s onlinecainting research tool.

The services performed by Ernst & Young LLP for #8842 fiscal year were pre-approved in accordarittetive pre-approval policy set
forth in our Audit Committee Charter. This polisgquires that all engagement fees and the termsaomk of all auditing and non-auditing
services be reviewed and approved by the Audit Citteenin advance of their formal initiation.

Recommendation of Board; Vote Required

The affirmative vote of a majority of all of the tes cast on the proposal is required to ratifyapgointment of our independent registe
public accounting firm. For purposes of the votetuaratification of the independent registeredligidccounting firm, abstentions will not
counted as votes cast and will have no effect endbult of the vote, although they will be considiepresent for the purpose of determining
the presence of a quorum. THE BOARD OF DIRECTORSANMMWOUSLY RECOMMENDS A VOTE “FOR " RATIFICATION OF
ERNST & YOUNG LLP AS OUR INDEPENDENT REGISTERED PUE: ACCOUNTING FIRM.
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REPORT OF THE AUDIT COMMITTEE

The Board of Directors has appointed an Audit Cotremipresently composed of independent direct@ghen G. Kasnet, Peter
Niculescu, and Hope B. Woodhouse. Mr. Kasnet seagashairman of the Audit Committee. Each of thealors on our Audit Committee
an independent director under the NYSE listing daads. The Board of Directors has determined thatddsnet satisfies the definition of
financial sophistication and is an “audit commitfeancial expert,” as defined under rules and lstipns of the United States Securities and
Exchange Commission.

The Audit Committee’s responsibility is one of osight as set forth in its charter, which is avd#atn our website at
www.twoharborsinvestment.com. It is not the dutyref Audit Committee to prepare our financial stadats, to plan or conduct audits or to
determine that our financial statements are corapet accurate and are in accordance with genamtiypted accounting principles. Our
management is responsible for preparing our firdrstatements and for maintaining internal contréle independent auditors are
responsible for auditing the financial statememnis for expressing an opinion as to whether thosied financial statements fairly present
our financial position, results of operations aadfcflows in conformity with generally accepted@atting principles.

The Audit Committee has reviewed and discusseauodited financial statements with management atid Brinst & Young LLP, our
independent auditors for 2012.

The Audit Committee has discussed with Ernst & YpuhP the matters required to be discussed by S&téeon Auditing Standards
No. 61, as amended, as adopted by the Public Cogmharounting Oversight Boar“PCAOB”) in Rule 3200T.

The Audit Committee has received from Ernst & Youwhdp the written disclosures and the letter from#& Young LLP required by
the PCAOB regarding Ernst & Young LLP’s communioativith the Audit Committee concerning independeace has discussed Ernst &
Young LLP’s independence with Ernst & Young LLPddras considered the compatibility of non-audivieess with the auditor’s
independence.

Based on the review and discussions referred teeattbe Audit Committee has recommended to the BofDirectors that the audited
consolidated financial statements for the year didlecember 31, 2012, be included in our Annual Remo Form 10-K for the year ended
December 31, 2012, for filing with the SEC. The A@bmmittee also has recommended the selecti®@rmdt & Young LLP to serve as
independent public accountants for the year enBecember 31, 2013.

By the Audit Committe«

Stephen G. Kasnet, Chairm

Peter Niculesc

Hope B. Woodhous
Use of Report of the Audit Committee

In accordance with and to the extent permittedgplieable law or regulation, the information coned in the foregoing Report of the

Audit Committee is not “soliciting material” and et to be incorporated by reference into any fufiling under the Securities Act of 1933,
as amended, or under the Exchange Act.
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EXECUTIVE OFFICERS

The Board of Directors generally appoints executifficers annually following our annual meetingstbckholders to serve until the
meeting of the Board of Directors following the harnual meeting of stockholders. Set forth belpwartain information about each of our
executive officers. The business address of eaebutive officer is Two Harbors Investment Corp.1 &arlson Parkway, Suite 1400,

Minnetonka, Minnesota 55305.

Executive Officers

Name

Age

Background Information

Thomas Siering

William Roth

Brad Farrell

Rebecca B. Sandber

53

55

38

41

Biographical information for Thomas Siering, ouri€ftExecutive Officer, is provided above under
“Nominees for Election to the Bo” on page 6

William Roth is our Chief Investment Officer. Mr. Roth has beenexecutive officer since the merger
with Capitol in October of 2009. Mr. Roth is a et of Pine River. Prior to joining Pine River i,

Mr. Roth was at Citigroup, a financial servicesamigation, and its predecessor firm, Salomon Brsthe
Inc., for 28 years where he was named a Direct@®Bv and a Managing Director in 1997. From 2004 to
2009, Mr. Roth managed a proprietary trading bddRiagroup with particular focus on mortgage and
asset-backed securities. From 1994 to 2004, M Refs part of the Salomon/Citi New York Mortgage
Sales Department. From 1981 to 1994, Mr. Roth vea®th in Chicago and managed the Chicago
Financial Institutions Sales Group for Salomon Beos. He received an M.B.A. with a concentration in
Finance from the University of Chicago Graduateddtiof Business in 1981 and a B.S. in Finance and
Economics from Miami University in Oxford, Ohio 979.

Brad Farrell is our Chief Financial Officer and Treasurer. Marrell has been the Chief Financial
Officer since January 2012. Mr. Farrell is an engpwof Pine River and, prior to his appointment as
Chief Financial Officer, served as our Controllerior to joining Pine River in 2009, he was Vice
President and Executive Director of External Repgrfor GMAC ResCap, a diversified real estate
company. In this role, from 2007 to 2009, he wapoasible for GMAC ResCap’s public filing and bank
holding company reporting initiatives. He was dlsmlved in GMAC ResCap’s debt restructuring and
related accounting and liquidity initiatives. Fr@002 to 2007, Mr. Farrell held various positions in
finance and accounting with XL Capital Ltd., a palglobal insurance underwriter, including the
establishment of finance and accounting processiés London based insurance segment. Prior t0,2002
he was employed with KPMG where he gained expesi@ngnaging US GAAP implementation and
Securities Exchange Act compliance engagement®ffeign filers in the firm’s London practice.

Mr. Farrell is a Certified Public Accountant (inaef), and graduated with a B.S.B.A. from Drake
University in Des Moines, IA

Rebecca B. Sandberg is our General Counsel and Secretary. Ms. Sandizrdpeen the General Counsel
since March 2013. Ms. Sandberg previously servedegmity General Counsel and Secretary of Two
Harbors from May 2012 until March of 2013. From 2t May 2012, she served as Two Harbors’
Senior Counsel. Prior to joining Two Harbors, Man8berg was in private practice where she advised
clients primarily in the areas of securities lam&rgers and acquisitions, private capital markets
transaction, corporate governance and general @igmaw. From 2007 to 2010, Ms. Sandberg was a
Senior Associate at Stoel Rives LLP and from 2@0BQ07 she was a Senior Associate at Fulbright &
Jaworski LLP. Prior to that, Ms. Sandberg was aso&mte at Lindquist & Vennum PLLP. She received
a B.A. from the University of Minnesota in 1994 aduris Doctorate from William Mitchell College of
Law in 2000.
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Executive Compensation

We have no employees. We are externally manag&R@M Advisers under the terms of a Management éxgent, pursuant to whi
PRCM Advisers provides us with all of the persomegjuired to manage our operations, including aecative officers. We did not pay any
compensation to our executive officers, nor didmake any grants of plan-based awards, stock optinatock grants of any kind to them for
the fiscal year ended December 31, 2012. We dpmoide any of our executive officers with pensbmmefits or nonqualified deferred
compensation plans. We do not have any employnggeements with any persons and are not obligatethte any payments to any of our
executive officers upon termination of employmenaehange in control of the company.

Role and Use of Compensation Consultants

In February of 2013, the Compensation Committeecsedl and engaged Frederic W. Cook & Co. (“FW Chtk’serve as the
independent executive compensation consultantet@timpensation Committee. Under the engagemenC&&¥ will provide advice on a
variety of compensation-related matters, includlirgctor compensation and executive compensatdhCeok does not provide any other
services to the company and will work with managetnoaly under the direction of the Compensation Guttee.

Certain Risks With Respect to Compensation

We do not believe our compensation policies andtimes are reasonably likely to have a materiakesty effect on Two Harbors. As
noted above, we are externally managed by PRCMs&dsipursuant to the terms of the Management Aggeer@ompensation decisions
regarding the personnel who manage our affairsnage by PRCM Advisers and its parent company, Riwer, in consultation with the
Compensation Committee, and all such compensatiores either from the fixed management fee thatayetp PRCM Advisers or via
reimbursement of a portion of the salaries of deparsonnel at Pine River who devote time to diais. We do not directly pay our officers
any compensation, including any performance baseddses. We have not granted our officers any egwirds, and any such awards in the
future are subject to the review and approval ef@ompensation Committee of our Board of Directors.

The base fee under the Management Agreement iglatdd based on a percentage of stockholder egndys payable quarterly.
Calculation of the management fee is not primatédpendent upon our financial performance or théopaance of our management, thus the
management fee does not create an incentive foagesment to take excessive or unnecessary risksifisphly, the use of stockholders’
equity as the base for the calculation does naftresleveraged pay-out curves, steep pay-oufscldr set unreasonable goals and thresholds,
each of which can promote excessive and unnecessksy

Our independent directors review PRCM Advisgeiformance and the management fees quarterlyidimgva check upon any improg
effort by management to increase compensation patgniredirectly via the pass-through of costs. Tremagement fee itself cannot be
increased or revised without the approval of odependent directors. The Management Agreementgeevor annual renewals and for
termination for cause. Although termination under toregoing circumstances may require the paywatignificant termination fee, we
believe it is still a deterrent against excessive annecessary risk taking.

Compensation Discussion and Analysis

We have not paid, and we do not currently intenpayp, any cash compensation directly to any ofexacutive officers. Although we
have not to date and there is currently no commitrteedo so, the Compensation Committee may, irfithee, determine to grant to our
executive officers and other key personnel equityeldl awards intended to align the interests of sutihiduals with the interests of our
stockholders.

We have engaged PRCM Advisers as our external neapagsuant to the terms of the Management Agregrdated October 28, 2009,
as amended. Under the Management Agreement, PR@/4&xs provides us
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with our senior management team, including our etee officers, as well as with appropriate supgatsonnel to operate our business.
Because PRCM Advisers has no employees or sedadilfges of its own, PRCM Advisers entered int&hared Facilities and Services
Agreement with Pine River, its parent company, pans to which PRCM Advisers is provided with thegmanel, services and resources
necessary for PRCM Advisers to perform its obligrasi and responsibilities to us under the Managevgrégement. Accordingly, our
executive officers are partners and employeesr# River and receive their compensation directiynfiPine River. Pine River is entitled to
make decisions relating to the compensation obffizers based on such factors as Pine River détesrare appropriate; however, Pine
River consults with the members of the Compensaiommittee concerning the compensation that PimerRiroposes to pay to certain of
our executive officers. The management fees tlegpay PRCM Advisers under the Management Agreearenthrough the distributions of
PRCM Advisers’ income to its parent, Pine Rivere arfithe sources of funds that Pine River may asmmpensate our officers.
Additionally, we reimburse PRCM Advisers for théoahble share of the compensation paid by PinerRivpersonnel who serve as our
principal financial officer and general counsekeS Certain Transactions with Related Persorfist further discussion of the terms of the
Management Agreement, including the managementp@gsble to PRCM Advisers thereunder and our rersdgraent obligations to PRCM
Advisers.

Our Compensation Committee noted the significappsu received in the previous advisory vote orcetige compensation and
therefore determined no changes were advisablel lmasthe outcome of that vote. We currently ptahald an advisory vote on executive
compensation each year.

REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee of the Board of Direchas reviewed and discussed with management abthpany the “
Compensation Discussion and Analysigintained in this proxy statement. Based on thaéweand discussion, the Compensation Committee
recommends that theCompensation Discussion and Analysi&’ included in the company’s proxy statement fer2ZB13 Annual Meeting of
Stockholders.

By the Compensation CommitteeW. Reid Sanders, Chairman
William W. Johnson
Hope B. Woodhouse
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PROPOSAL 4: ADVISORY VOTE RELATING TO EXECUTIVE COM PENSATION

SEC rules adopted pursuant to Section 951 of trddBaank Wall Street Reform and Consumer Protedictrrequire public
companies to provide stockholders with periodicisaly (non-binding) votes on executive compensatidso referred to as “say-on-pay”
proposals.

As more fully described under the sections of phisxy statement entitled “Executive Compensati6@@mpensation Discussion and
Analysis” and “Certain Transactions with Relatedd®as,” we do not have any employees. We arermadtgrmanaged by PRCM Advisors
pursuant to the Management Agreement between uBPRGdM Advisers. We have not paid any cash or equitypensation directly to any of
our executive officers. Under the Management Agrexet with PRCM Advisers, PRCM Advisers, throughagneement with its parent
company, Pine River, provides us with our senionaggment team, including officers, as well as apgate support personnel to operate our
business. Each of our executive officers is a gartn employee of Pine River and receives his ochmpensation and employee benefits
directly from Pine River, which Pine River deteresnin its discretion. Under the Management Agregnvee pay PRCM Advisers a
management fee equal to 1.5% of our annual stodkhsilequity and reimburse PRCM Advisers for certaists specified thereunder,
including the allocable share of the compensataid py PRCM Advisers to its personnel serving aspoincipal financial officer and genei
counsel.

Notwithstanding that we do not directly pay our @xéve officers’compensation, we are required by Section 14A oftkehange Act t
seek an advisory vote from our stockholders to @pgpthe compensation of our executive officergtisinder “Executive Officers” in this
proxy statement. At the 2012 Annual Meeting ofcRtwlders, we provided the company’s stockholdetls an opportunity to cast an
advisory vote regarding our executive compensatiénthat meeting, the stockholders strongly apprbthe proposal, with more than 98% of
the votes cast voting in favor of the proposamitir to last year, at the 2013Annual Meeting, we asking you to vote “FOR” the adoption
of the following resolution:

“ RESOLVED: That the stockholders of the company approve, morabinding advisory basis, the compensation fiattie
company’s executive officers, as disclosed in th@gany’s proxy statement for the 2013 Annual MaptihStockholders pursuant to
the compensation disclosure rules of the SecuatiesExchange Commission, including @mpensation Discussion and Analyesisl
related narrative discussions in the proxy statérhen

Because this say-on-pay vote is advisory in naftignot binding on us, our Board of Directoray @ompensation Committee, PRCM
Advisers or Pine River.

Recommendation of Board; Vote Required

The affirmative vote of a majority of all of thetes cast at a meeting at which a quorum is preseatjuired for approval of this
Proposal 4. For purposes of this Proposal 4, atistes and broker non-votes will not be countegi@ss cast and will have no effect on the
result of the vote, although they will be considepeesent for the purpose of determining the prasefa quorum. THE BOARD OF
DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR” THE ADVISORY VOTE RELATED TO EXECUTIVE
COMPENSATION.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN BENEFI CIAL OWNERS

Our common stock is listed on the NYSE under thalsyl “TWO.” As of March 20, 2013, we had 231 regigd holders and
approximately 128,800 beneficial owners of our camratock. The following table sets forth informatie@garding the beneficial ownership
of our common stock as of March 20, 2013 (unlebsmtise indicated) by (1) each person known byusetthe beneficial owner of more
than 5% of our outstanding shares of common st@keach of our executive officers and directors] &) all of our executive officers and
directors as a group.

Beneficial ownership is determined in accordanad Wiule 13d3 of the Exchange Act. A person is deemed to béémeficial owner ¢
any shares of common stock if that person hasameshsoting power or investment power with respethose shares or has the right to
acquire beneficial ownership at any time withindg¥s of the date of the table. “Voting power” is fhower to vote or direct the voting of
shares and “investment power” is the power to dispar direct the disposition of shares.

Number of Shares Percent of
Name and Address of Beneficial Owner (1 Beneficially Owned (2) Class (2)
Brian C. Taylot 600,00((3) *
Thomas Sierin 312,57: *
William W. Johnsor 246,39(4) *
William Roth 81,30( *
Stephen G. Kasn 63,25¢(5) *
W. Reid Sander 64,24((6) *
Peter Niculesci 24, 77((7) *
Brad Farrell 13,25( *
Mark D. Ein 10,00( *
Hope B. Woodhous 6,15¢ *
Rebecca B. Sandbe 542 *
All directors and executive officers as a group ifidividuals) 1,422,48(8) *

* Less than one percent.

(1) Unless otherwise indicated, the business addresaadf of the individuals is 601 Carlson ParkwayteSLA00, Minnetonka, MN
55305.

(2) Based on 362,142,394 shares of common stock odistaas of March 26, 2013. Share amounts for inldiais assume that all
warrants held by the person are exercised andamalisty (and, therefore, included in the denominafdre total number of shares of
common stock outstanding used in calculating thegreage of the class for such person assumesdhatof the warrants held by
other persons are exercised.

(3) Includes 500,000 shares of common stock issualda tie exercise of warrants owned by Nisswa ActioisMaster Fund Ltd. ar
Pine River Master Fund Ltd., for which Pine Rivethe investment manager. Brian Taylor is the s@enber of Pine River Capital
Management LLC, an entity which is the generalrpgarbf Pine River. Mr. Taylor, Pine River and PRiger Capital Management
LLC disclaim beneficial ownership of any of the sgties owned by Nisswa Acquisition Master Fund.ladd Pine River Master
Fund Ltd. other than to the extent of his or itsypeary interest therein, if any, and the foregadigrclosure shall not be deemed an
admission that Mr. Taylor, Pine River or Pine Ri@apital Management LLC is the beneficial owneswéh securities for purposes
of Section 16 or for any other purpose. The sdesritf Nisswa Acquisition Master Fund Ltd. and Pitieer Master Fund Ltd. may
be pledged from time to time.

(4) Includes 18,612 shares of restricted common stedk ty Mr. Johnson.
(5) Includes 22,536 shares of restricted common stebk thy Mr. Kasnet.
(6) Includes 18,612 shares of restricted common stetk iy Mr. Sanders.
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(7) Includes 18,612 shares of restricted common stetdk iy Mr. Niculescu.
(8) Includes the warrants described in footnote (3vabo
CERTAIN TRANSACTIONS WITH RELATED PERSONS
Related Party Transactions
Contribution Agreement

Two Harbors Operating Company LLC (“Two Harbors L) @ur wholly owned subsidiary, entered into a @doution Agreement in
December 2012 with, among other entities, Silvey Baalty Trust Corp. (“Silver Bay”). Silver Bay isanaged by an affiliate of our external
manager. Messrs. Siering, Kasnet and Johnsoneamears of the board of directors of Silver Bay andformer General Counsel, Timothy
O’Brien, is the general counsel of Silver Bay. $uant to this Contribution Agreement, Two Harbok€Llcontributed 100% of its equity
interests in Two Harbors Property Investment LLTwWb Harbors Property”) to Silver Bay and took cirtather actions in connection with
the formation transactions (the “Formation Transas’) which occurred simultaneously with the ctagbf Silver Bay's initial public
offering. The transaction closed on December 0222 In exchange for its contribution, Two Harbbks<C received 17,824,647 shares of
common stock of Silver Bay (the “Silver Bay Comnfatock”) and other consideration.

On March 18, 2013, the special committee of ourrBad Directors declared a special dividend of $llger Bay Common Stock. The
special dividend will be made on a pro rata basisvwo Harbors’ stockholders of record as of theselof business on April 2, 2013. Our
directors and executive officers who are also diotders of Two Harbors will receive the same ptta share of Silver Bay Common Stock
that our other stockholders receive as a resuhli@tpecial dividend.

Management Agreement and Shared Facilities and Services Agreement

Pursuant to the Management Agreement, PRCM Advide@sprovides the day-talay management of our operations. The Manage
Agreement requires PRCM Advisers LLC to managebmusiness affairs in conformity with the policieslahe investment guidelines that are
approved and monitored by our Board of Directofse Management Agreement has an initial three-yerar &nd will be renewed for one-
year terms thereafter unless terminated by eitber ’RCM Advisers LLC. PRCM Advisers LLC is emdlto receive a termination fee frc
us under certain circumstances. We are also obtigatreimburse certain expenses incurred by PR@Ms&rs LLC and its affiliates. PRCM
Advisers LLC is entitled to receive a managemeatffem us. Our executive officers are also empley@epartners of Pine River. As a result,
the Management Agreement between us and PRCM Advis€ was negotiated between related partiestlaaderms, including fees and
other amounts payable, may not be as favorable &sf they had been negotiated with an unaféitighird party.

In connection with the closing of the Contributidgreement, the Management Agreement was amendedit® the definition of
“Stockholder Equity” to exclude from such amour tfalue of the consideration to be received by Hadors LLC in the Formation
Transactions pursuant to the Silver Bay initial [pubffering, and to reduce the Base Management(&eeefined in the Management
Agreement) for the quarter ended June 30, 201$4£840,000.

In addition, PRCM Advisers LLC has entered intohai®d Facilities and Services Agreement with PiiveiRpursuant to which Pine
River provides PRCM Advisers LLC with access taa#fspace, equipment, personnel, credit analysigiah management expertise and
processes, information technology and other ressuiar our benefit. The Management Agreement aadtiared Facilities and Services
Agreement are intended to provide us with acce8dre River’s personnel and its experience in eapitarkets, credit analysis, debt
structuring and risk and asset management, asaw@lsistance with corporate operations, legatamgpliance functions and governance.
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We incurred charges of $45 million for fiscal 20E2ated to the Management Agreement, of which $88lBon was for the base
management fee and the balance represented exémbairsement for general and administrative exgenscurred by the company in the
normal course of its operations and certain comgt@sexpenses incurred by PRCM Advisers undeMheagement Agreement.

Acquisition Services Agreement and Property Management Agreement

Our wholly-owned subsidiary, Two Harbors Propertydstment LLC, previously entered into an AcquisitServices Agreement, a
Property Management Agreement and a side letteeagent regarding certain fees, each dated FebBu2@12, with Silver Bay Property
Management LLC (“Silver Bay LLC"), which is an dffite of our external manager. As of December 09,22 in connection with the closing
of Silver Bay’s initial public offering, these tteeagreements were terminated, with the exceptiameithin specifically designated surviving
provisions principally related to indemnificatiagnfidentiality and access to records.

We incurred $5.3 million in fees during 2012 untte¥se agreements prior to the termination of tlagseements.
Registration Rights Agreement

Pursuant to a Registration Rights Agreement, weeatijto file and maintain a registration statemelatting to the resale of the warrants
(and underlying shares) held by Nisswa Acquisifitester Fund Ltd., Pine River Master Fund Ltd., MBxkEin, and certain other persons
identified therein. That registration statement wesviously filed and declared effective, and wil@dl expenses incurred in connection with
the filing of such registration statement.

Related Person Transaction Policies

Our Management Agreement places restrictions onNPR@visers from entering into transactions withriédated parties. These
limitations include prohibitions on entering intasactions with affiliates of PRCM Advisers thed aot approved by a majority of our
independent directors in certain circumstancespaodibitions on investing in securities structulgdaffiliates of PRCM Advisers unless the
investment is consistent with our investment g, is approved by at least one independenttditeend is made in accordance with
applicable law.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act and the disclsaquirements of Item 405 of SEC Regulation Sduine that our directors and
executive officers, and any persons holding moaa th0% of our common stock (“10% holders”), filpoes of ownership and changes in
ownership with the SEC. Officers, directors and l8tders are required by Item 405 of Regulation &-furnish us with copies of all
Section 16(a) forms that they file. To our knowledgased solely on a review of the copies of sapbnts furnished to us or written
representations from reporting persons that athntaple transactions were reported, we believedheanhg the fiscal year ended December 31,
2012, all reports required to be filed pursuarfbéation 16(a) by such executive officers, direciord 10% holders were timely filed.

OTHER INFORMATION
Stockholder Proposals and Director Nominations fo2014 Annual Meeting
Our 2014 Annual Meeting is expected to be held oabout May 20, 2014. If a stockholder intendsubmit a proposal for inclusion in
our proxy statement for our 2014 annual meetingpamt to Rule 148-under the Exchange Act, the stockholder propwsest be received t
the Secretary of Two Harbors Investment Corp., 68dlson Parkway, Suite 1400, Minnetonka, Minne&&205, on or before December 10,

2013. If such proposal is in compliance with altioé requirements of Rule 14a-8 under the Exchawmgethe proposal will be included in
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our proxy statement and proxy card relating to sueleting. Such proposals should be submitted Hifiedrmail, return receipt requested.
Nothing in this paragraph shall be deemed to requsrto include any stockholder proposal that do¢sneet all the requirements for st
inclusion established by the SEC in effect at timagé.

Stockholders may (outside of Rule 14a-8) nominateliates for election to the Board of Directorprmpose business for
consideration at our 2014 Annual Meeting under Néargl law and our Bylaws. Our Bylaws provide thathwespect to an annual meeting of
stockholders, nominations of individuals for elentio our Board of Directors and the proposal bEobusiness to be considered by
stockholders may be made only (1) pursuant to otice of the meeting, (2) by or at the directioroaf Board of Directors, or (3) by a
stockholder who was a stockholder of record bothatime of giving the notice required by our Bytaand at the time of the meeting, wh
entitled to vote at the meeting and who has cordpliith the advance notice provisions set forthun Bylaws. Under our Bylaws, notice of
such a nomination or proposal of other business gergerally be provided to the Secretary not eattien the 150th day nor later than
5:00 p.m., Eastern Time, on the 120th day pridghéofirst anniversary of the date of the proxyestant for the preceding year’'s annual
meeting. In addition, any such nomination or pr@bosust include the information required by our&y§. Accordingly, any stockholder
who intends to submit such a nomination or suctoagsal at our 2014 Annual Meeting of Stockholdatsst notify us in writing of such
proposal by December 10, 2013, but in no eveniegdhan November 10, 2013.

The Board of Directors does not intend to bringeotimatters before the Annual Meeting except itemilent to the conduct of the
meeting. However, on all matters properly brougifobe the meeting by the Board of Directors or oththe persons named as proxies in the
accompanying proxy, or their substitutes, will votesuch matters in their discretion.

Directions to Annual Meeting

The 2013 Annual Meeting of Stockholders of Two Hasdinvestment Corp. will be held at The Grand Hbtmneapolis, 615 Second
Avenue South, Minneapolis, Minnesota 55402, on @lagsMay 21, 2013, at 1:00 p.m. Central Time. dfiyneed assistance with direction
the Annual Meeting, please contact our Investoafais department at (612) 629-2500.

Cost and Method of Solicitation

We will pay the cost of soliciting proxies and nragke arrangements with brokerage houses, custodiamsnees and other fiduciaries
to send proxy materials to beneficial owners of@ammon stock. We will reimburse these third-gerfor reasonable out-of-pocket
expenses. In addition to solicitation by mail, directors and officers may solicit proxies by f#ene, electronic transmission and
personally. Our directors and officers will noteéve any special compensation for such servicesh®e retained Morrow & Co., LLC, 470
West Avenue, Stamford, Connecticut 06902, for aimeged fee of $8,500, plus out of pocket expengeassist in soliciting proxies.
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TWO HARBORS
RESTATED 2009 EQUITY INCENTIVE PLAN

1. PURPOSE The Plan is intended to provide incentives tp rersonnel, employees, officers, directors, adsistonsultants and
others expected to provide significant servicethéoCompany and its subsidiaries, including theqemel, employees, officers and directors
of the other Participating Companies, to encousageoprietary interest in the Company, to encousagd key personnel to remain in the
service of the Company and the other Participafinpanies, to attract new personnel with outstandiralifications, and to afford
additional incentive to others to increase theiord in providing significant services to the Caang and the other Participating Companies.
In furtherance thereof, the Plan permits awardsqoiity-based incentives to key personnel, emplqgyaféisers and directors of, and certain
other providers of services to, the Company orathgr Participating Company.

2. DEFINITIONS. As used in this Plan, the following definitioagply:
“Act” shall mean the Securities Act of 1933, as aded.
“Agreement” shall mean a written or electronic &gnent entered into between the Company and a @ranotsuant to the Plan.
“Board” shall mean the Board of Directors of then@many.

“Cause” shall mean, unless otherwise provided énGhantee’s Agreement, (i) engaging in (A) willtulgross misconduct or
(B) willful or gross neglect, (ii) repeatedly faily to adhere to the directions of superiors oiBbard or the written policies and practices of
the Company, the Subsidiaries, the Manager or &thyedr respective affiliates, (iii) the commissioha felony or a crime of moral turpitude,
or any crime involving the Company, the Subsid®&ribe Manager or any of their respective affiBa{@v) fraud, misappropriation,
embezzlement or material or repeated insubordinafig a material breach of the Grantee’'s employtragneement (if any) with the
Company, the Subsidiaries, the Manager or anyeif tespective affiliates (other than a terminattdbemployment by the Grantee), or
(vi) any illegal act detrimental to the Companye Bubsidiaries, the Manager or any of their respeeifiliates, all as determined by the
Committee.

“Code” shall mean the Internal Revenue Code of 188@&mended, and the regulations promulgateduheee.

“Committee”shall mean the Compensation Committee of the Cognparappointed by the Board in accordance withiG@eédt of the
Plan; provided, however, that if the Shares atedi®n a national stock exchange the Committeé ahall times consist solely of persons
who qualify as (i) a “Non-Employee Director” undeule 16b3(b)(3)(i) promulgated under the Exchange Act;dii)independent director a
an eligible member of a compensation committee utiderules of the principal stock exchange on Wilie Shares are then traded; and
(iii) to the extent that relief from the limitatiasf Section 162(m) of the Code is sought, as art$ida Director” under Section 1.162-27(e)(3)
(i) of the Treasury Regulations.

“Common Stock” shall mean the Company’s commonistpar value $0.01 per share, either currentlytexgsor authorized
hereafter.

“Company” shall mean Two Harbors Investment CaaigVaryland corporation.




Table of Contents

“DER” shall mean a right awarded under Section flthe Plan to receive (or have credited) the edaiavalue (in cash or Shares)
of dividends paid on Common Stock.

“Disability” shall mean, unless otherwise providedthe Committee in the Grantee’s Agreement, tfeeigence of an event which
would entitle the Grantee to the payment of disighihcome under an approved long-term disabilitygdme plan or a long-term disability of
the Company or a Participating Company as detemirfayethe Committee in its absolute discretion aispant to any other standard as ma
adopted by the Committee. Notwithstanding thedoneg, no circumstances or condition shall conituDisability to the extent that, if it
were, a 20% tax would be imposed under Section 48f3Ae Code; provided that, in such a case, tleateer condition shall continue to
constitute a Disability to the maximum extent pbksie.g., if applicable, in respect of vestingheitit an acceleration of distribution) without
causing the imposition of such 20% tax.

“Eligible Persons” shall mean officers, directadyisors, personnel and employees of the Partiogp&ompanies and other persons
expected to provide significant services (of a tggpressly approved by the Committee as coverettcssrfor these purposes) to one or more
of the Participating Companies. For purposes ®fRlan, a consultant, advisor, vendor, custometteer provider of significant services to
the Company or any other Participating Companyl $leatleemed to be an Eligible Person.

“Employee” shall mean an individual, including dificer of a Participating Company, who is employ®dthin the meaning of Code
Section 3401 and the regulations thereunder) by#récipating Company.

“Exchange Act” shall mean the Securities Exchangeof 1934, as amended.

“Exercise Price” shall mean the price per Shar€@ihmon Stock, determined by the Board or the Cotemitaat which an Option
may be exercised.

“Fair Market Value” shall mean the value of onershef Common Stock, determined as follows:

@ If the Shares are then listed on a national stacka@nge, the closing sales price per Share onxitteaage on the applicalt
date, or if there is no closing price on that déten on the last preceding date on which thereansede of Shares on such
exchange, as determined by the Committee.

(ii) If the Shares are not then listed on a nationakséxchange but are then traded on an over-theteoorarket, the average
of the closing bid and asked prices for the Shirssich over-the-counter market on the applicabte,dr if there are no
such closing bid and asked prices on that date, fivethe last preceding date on which there wsal@ of such Shares in
such market, as determined by the Committee.

(iii) If neither (i) nor (ii) applies, such value as themmittee in its discretion may in good faith detare. Notwithstanding tt
foregoing, where the Shares are listed or tradedCommittee may make discretionary determinatiog®od faith where
the Shares have not been traded for 10 trading days

Notwithstanding the foregoing, with respect to “stock right” within the meaning of Section 409Atbie Code, Fair Market Value shall not
be less than the “fair market value” of the Shaletermined in accordance with Treasury Regulatid09A-1(b)(iv).
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“Grant” shall mean the issuance of an Incentivestoption, Nongualified Stock Option, Restricted Stock, Phantdmarg, DER, o
other equitybased grant as contemplated herein or any combimttereof as applicable to an Eligible Persone Thmmittee will determin
the eligibility of personnel, employees, officediiectors and others expected to provide signifisanvices to the Participating Companies
based on, among other factors, the position ambresbilities of such individuals, the nature amdue to the Participating Company of such
individuals’ accomplishments and potential conttitw to the success of the Participating Compangttér directly or through its
subsidiaries.

“Grantee” shall mean an Eligible Person to whomi@rs, Restricted Stock, Phantom Shares, DERs er eifjuity-based awards are
granted hereunder.

“Incentive Stock Option” shall mean an Option of tiype described in Section 422(b) of the Codesidda an Employee of (i) the
Company, or (ii) a “subsidiary corporation” or afpnt corporation” as defined in Section 424(f)haf Code.

“Manager” shall mean PRCM Advisers LLC, the Companganager.

“Non-qualified Stock Option” shall mean an Optioot Wescribed in Section 422(b) of the Code.

“Option” shall mean any option, whether an Inceat8tock Option or a Non-qualified Stock Optionptochase, at a price and for
the term fixed by the Committee in accordance WithPlan, and subject to such other limitationsrstrictions in the Plan and the

applicable Agreement, a number of Shares deterniigeétle Committee.

“Optionee” shall mean any Eligible Person to whamGption is granted, or the Successors of the @pépas the context so
requires.

“Participating Companiesshall mean the Company, the Subsidiaries, the Mareagd any of their respective affiliates, incluglamy
of the Company’s joint venture affiliates, whichtwthe consent of the Board participates in thaPla

“Phantom Share” shall mean a right, pursuant tdPfhe, of the Grantee to payment of the PhantomeStalue.

“Phantom Share Value,” per Phantom Share, shalhrtteaFair Market Value of a Share or, if so preddy the Committee, such
Fair Market Value to the extent in excess of a vadee established by the Committee at the timgraifit.

“Plan” shall mean the Company’s Restated 2009 Ednientive Plan, as set forth herein, and as @ingesmay from time to time be
amended.

“Purchase Price” shall mean the Exercise Pricegithe number of Shares with respect to which am®js exercised.
“Restricted Stock” shall mean an award of Sharasdhe subject to restrictions hereunder.

“Retirement” shall mean, unless otherwise provibdgdhe Committee in the Grantee’s Agreement, thenireation of Service (other
than for Cause) of a Grantee:

0] on or after the Grantee’s attainment of age 65;
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(i) on or after the Grantee’s attainment of age 55 finth consecutive years of service with the Pgstithg Companies; or
(iii) as determined by the Committee in its absoluterelign pursuant to such other standard as may dyetedl by the
Committee.

“Shares” shall mean shares of Common Stock of thagany, adjusted in accordance with Section 15@Ran (if applicable).

“Subsidiary”shall mean any corporation, partnership, limitedility company or other entity at least 50% of #dv®nomic interest i
the equity of which is owned, directly or indirggtby the Company or by another subsidiary.

“Successors of the Optionee” shall mean the legfalasentative of the estate of a deceased Optwmrtee person or persons who
shall acquire the right to exercise an Option bgugsst or inheritance or by reason of the deathefiptionee.

“Termination of Service” shall mean the time whbea employee-employer relationship or directorsbimther service relationship
(sufficient to constitute service as an Eligibledea), between the Grantee and the Participatingp@anies is terminated for any reason, with
or without Cause, including, but not limited toyaarmination by resignation, discharge, death etirBment; provided, however, Terminat
of Service shall not include a termination whemr¢his a simultaneous continuation of service efGnantee (sufficient to constitute service
as an Eligible Person) for a Participating Compahkie Committee, in its absolute discretion, stlatermine the effects of all matters and
guestions relating to Termination of Service, inlihg, but not limited to, the question of whethey dermination of Service was for Cause
and all questions of whether particular leavesbseace constitute Terminations of Service. Fa phirpose, the service relationship shall be
treated as continuing intact while the Granteeisnilitary leave, sick leave or other bona fidevieaf absence (to be determined in the
discretion of the Committee). Notwithstanding fbeegoing, with respect to any Grant that is subjeSection 409A of the Code,
Termination of Service shall be interpreted witthie meaning of Section 409A of the Code and TrgaRegulation 1.409A-1(h).

3. EFFECTIVE DATE. The Plan was originally adopted as the Two Hegrlhavestment Corp. 2009 Equity Incentive Planhveib
original effective date of October 7, 2009. TharP4s restated herein, including the increaseeimtimber of Shares available for issuance,
was approved by the Board om [, 2013, subject to approval of the shareholdetbe&it next annual meeting. If this Plan as restas not
approved by the shareholders in accordance witlylsliad law at the next annual meeting, the Plaressted shall be void, but the Plan as in
existence before its restatement shall remainfecef The Plan shall remain available for the gadfrawards until all Shares available for
grant have been awarded and all awards have bakdsblotwithstanding the foregoing, the Plan rbayterminated at such earlier time as
the Board may determine. Termination of the Pladhnat affect the rights and obligations of theaBtees and the Company arising under
Grants theretofore made and then in effect.

4, ADMINISTRATION .

(@) Membership on Committee. The Plan shall be adieires by the Committee appointed by the BoardolCommittee is
designated by the Board to act for those purpdakesull Board shall have the rights and respofiiés of the Committee hereunder and
under the Agreements.

(b) Committee Meetings. The acts of a majority of iembers present at any meeting of the Committedigh a quorum is
present, or acts approved in writing by a majooityhe entire
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Committee, shall be the acts of the Committee toppses of the Plan. If and to the extent appléaio member of the Committee may
as to matters under the Plan specifically relatinguch member.

(c) Grant of Awards.

(i)

(ii)

The Committee shall from time to time at its disine select the Eligible Persons who are to beddsarants and
determine the number and type of Grants to be ésander any Agreement to an Eligible Person. hiqaar, the
Committee shall (A) determine the terms and cood#j not inconsistent with the terms of the Pldmny Grants
awarded hereunder (including, but not limited t® plerformance goals and periods applicable towsedof
Grants); (B) determine the time or times when dnednbanner and condition in which each Option dbell
exercisable and the duration of the exercise pg(©pdetermine the circumstances under which rainsdment to
the Company (claw back) or any Participating Comypafrany payment of cash or Shares under a Grapttma
required; and (D) determine or impose other cood#ito the Grant or exercise of Options under the Bs it may
deem appropriate. The Committee may establish sudeh, regulations and procedures for the adméatieh of the
Plan as it deems appropriate, determine the extenty, to which Options, Phantom Shares, Shawbether or nc
Shares of Restricted Stock), DERs or other equisel awards shall be forfeited (whether or not $oidkiture is
expressly contemplated hereunder), and take amy atliions and make any other determinations dsides that
it deems necessary or appropriate in connectiom thé Plan or the administration or interpretativereof. The
Committee shall also cause each Option to be datEdras an Incentive Stock Option or a Non-qualiiéock
Option, except that no Incentive Stock Options meayranted to an Eligible Person who is not an Bye# of the
Company or a “subsidiary corporation” or a “pareoitporation” as defined in Section 424(f) of thed€o The
Grantee shall take whatever additional actionsex@tute whatever additional documents the Commitiggin its
reasonable judgment deem necessary or advisabtdén to carry or effect one or more of the obliigas or
restrictions imposed on the Grantee pursuant texbpeess provisions of the Plan and the AgreembBBRs will be
exercisable separately or together with Optiond,@aid in cash or other consideration at such tiamesin
accordance with such rules, as the Committee dbtdrmine in its discretion. Unless expressly phed
hereunder, the Committee, with respect to any Graay exercise its discretion hereunder at the tifrthe award
or thereafter. The Committee shall have the ragitt responsibility to interpret the Plan and therpretation and
construction by the Committee of any provisionkad Plan or of any Grant thereunder, including, ouith
limitation, in the event of a dispute, shall beafiand binding on all Participating Companies, Gras and other
persons to the maximum extent permitted by lawthW@it limiting the generality of Section 23, no meam of the
Committee shall be liable for any action or deteration made in good faith with respect to the Rlaany Grant
hereunder.

Notwithstanding clause (i) of this Section 4(c)y award under the Plan to an Eligible Person wreorisember of
the Committee shall be made by the full Board,fbuthese purposes the directors of the Corporatibo are on
the Committee shall be required to be recusedspee of such awards and shall not be permittete.
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(d)  Awards.

@ Agreements. Grants to Eligible Persons shall idegeced by written Agreements in such form as tbm@ittee
shall from time to time determine. Such Agreemeshtsl comply with and be subject to the terms emntlitions
set forth below.

(i) Number of Shares. Each Grant issued to an Eligiblson shall state the number of Shares to whimériains or
which otherwise underlie the Grant and shall prevfint the adjustment thereof in accordance withpttoerisions o
Section 15 hereof.

(iii) Grants. Subject to the terms and conditions oPla@ and consistent with the Company’s intentmntlie
Committee to exercise the greatest permissiblebility under Rule 16b-3 under the Exchange Acaivarding
Grants, the Committee shall have the power:

1)

(@)

(3)

(4)

(5)

5. PARTICIPATION.

to determine from time to time the Grants to beeskto Eligible Persons under the Plan and to phesc
the terms and provisions (which need not be idahtaf Grants issued under the Plan to such persons

to construe and interpret the Plan and the Graetetinder and to establish, amend and revoke k& ru
regulations and procedures established for ther@diration of the Plan. In this connection, the
Committee may correct any defect or supply any simis or reconcile any inconsistency in the Plan, i
any Agreement, or in any related agreements, imtiener and to the extent it shall deem necessary o
expedient to make the Plan fully effective. Alc@gons and determinations by the Committee in the
exercise of this power shall be final and bindipgm the Participating Companies and the Grantees;

to amend any outstanding Grant, subject to Secfi@imsand 17, and to accelerate or extend thengesti
exercisability of any Grant (in compliance with 8ea 409A of the Code, as applicable) and to waive
conditions or restrictions on any Grants, to thieekit shall deem appropriate;

to delegate to a subcommittee of the Committeaireresponsibilities under the Plan, including the
authority to make Grants under the Plan other thaxecutive officers and members of the Board of
Directors of the Company; and

generally to exercise such powers and to perforrh sgts as are deemed necessary or expedient to
promote the best interests of the Company witheetsip the Plan.

(@) Eligibility. Only Eligible Persons shall be elidgébto receive Grants under the Plan.
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(b) Limitation of Ownership. No Grants shall be issweder the Plan to any person who after such Gvaatd beneficially
own more than 9.8% by value or number of shareg;helrer is more restrictive, of the outstandingrehaf Common Stock of the
Company, or 9.8% by value or number of shares, havier is more restrictive, of the outstanding a@itock of the Company, unless the
foregoing restriction is expressly and specificaligived by action of the independent directorshefBoard.

(c) Stock Ownership. For purposes of Section 5(b) abmvdetermining stock ownership a Grantee sleattdnsidered as
owning the stock owned, directly or indirectly, twyfor his brothers, sisters, spouses, ancestat$irsenl descendants. Stock owned,
directly or indirectly, by or for a corporation,n@ership, estate or trust shall be considereceagytowned proportionately by or for its
stockholders, partners or beneficiaries. Stock waspect to which any person holds an Option $featlonsidered to be owned by such
person.

(d)  Outstanding Stock. For purposes of Section 5(byab“outstanding shares” shall include all stoctually issued and
outstanding immediately after the issue of the Grathe Grantee. With respect to the stock owriprsf any Grantee, “outstanding
shares” shall include shares authorized for issueuoutstanding Options held by such Granteenbubptions held by any other person.

(e) Limit on Awards to Independent Directors. Notwgitanding any other provision of the Plan to thatieoy, the aggregate
grant date fair value (computed as of the grarg daaiccordance with applicable financial accountimes) of all Grants made to any sin
independent director during any single fiscal y&all not exceed $150,000.

6. STOCK. Subject to adjustments pursuant to Section 1&8nts with respect to an aggregate of no more 3:200,000 Shares may
be granted under the Plan (all of which may beedsas Options). Subject to adjustments pursuadedtion 15, in the case of Grants
intended to qualify for relief from the limitatiord Section 162(m) of the Code, (i) the maximum hemof Shares with respect to which any
Options may be granted in any one year to any @Geasthall not exceed 500,000, and (i) the maximumtbyer of Shares that may underlie
Grants, other than Grants of Options, in any ors y@any Grantee shall not exceed 200,000. Naostétiding the first sentence of this
Section 6 the following Shares may be the subjetii@issue of further Grants: (i) Shares that Hasen granted as Restricted Stock or that
have been reserved for distribution in paymentptions, Phantom Shares or other equity-based awerder Section 12 but are later
forfeited or for any other reason are not payablgeun the Plan; (ii) Shares as to which an Optiggrasmted under the Plan that remains
unexercised at the expiration, forfeiture or otfeemination of such Option; (iii) Shares tenderedvithheld to satisfy minimum statutory
withholding taxes; (iv) Shares subject to awards #re settled in cash; (v) Shares tendered ohelithin payment of an Option exercise pt
and (vi) Shares not issued to an Optionee on sedtiein Shares under Section 7(i). Shares of CaomBtock issued hereunder may consist,
in whole or in part, of authorized and unissuedea$igreasury shares or previously issued Shacer tine Plan. The certificates for Shares
issued hereunder may include any legend which trar@ittee deems appropriate to reflect any restrstion transfer hereunder or under the
Agreement, or as the Committee may otherwise dggrropriate. Notwithstanding the limitations abdwehis Section 6, except in the case
of Grants intended to qualify for relief from thimitations of Section 162(m) of the Code, therdldb@no limit on the number of Phantom
Shares or DERs to the extent they are paid oudsh that may be granted under the Plan. If anptBhaShares or DERSs are paid out in ¢
the underlying Shares may again be made the sulfj@itants under the Plan, notwithstanding the fientence of this Section 6.
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7. TERMS AND CONDITIONS OF OPTIONS

(@) Each Agreement with an Eligible Person shall stageExercise Price. The Exercise Price for anyiddmhall not be less
than the Fair Market Value on the date of Grant.

(b) Medium and Time of Payment. Except as may otherwésprovided below, the Purchase Price for eadlo®granted to
an Eligible Person shall be payable in full in @nitStates dollars upon the exercise of the Optinrihe event the Company determines
it is required to withhold taxes as a result of éixercise of an Option, as a condition to the @gerthereof, an Employee may be require
make arrangements satisfactory to the Companyablerit to satisfy such withholding requirementsiatordance with Section 20. If the
applicable Agreement so provides, or the Committeerwise so permits, the Purchase Price may lieipane or a combination of the
following:

(0 by a certified or bank cashier’s check;

(i) by the surrender of shares of Common Stock in dood for transfer, owned by the person exercishmg®ption
and having a Fair Market Value on the date of @zerequal to the Purchase Price, or in any comibimat cash
and shares of Common Stock, as long as the suheafash so paid and the Fair Market Value of tlageshof
Common Stock so surrendered equals the Purchass Pri

(iii) by cancellation of indebtedness owed by the Compaulye Grantee;

(iv) subject to Section 17(e), by a loan or extensiocredit from the Company evidenced by a full reseur
promissory note executed by the Grantee. Thedsteate and other terms and conditions of such stwll be
determined by the Committee (in which case the Citteenmay require that the Grantee pledge his pShares t
the Company for the purpose of securing the paymiesiich note, and in no event shall the stockfuerte
(s) representing such Shares be released to tie@rantil such note shall have been paid in fall);

(v) by any combination of such methods of payment grather method acceptable to the Committee inigtsrdtion.

Except in the case of Options exercised by cedtifiebank cashier’s check, the Committee may imgasé limitations and prohibitions on
the exercise of Options as it deems appropriatdydimg, without limitation, any limitation or prdtition designed to avoid accounting
consequences which may result from the use of CamBtock as payment upon exercise of an Option. fAagtional shares of Common
Stock resulting from a Grantee’s election thatareepted by the Company shall in the discretiah@Committee be paid in cash.

(c) Term and Nontransferability of Grants and Options.

() Each Option under this Section 7 shall state the tr times which all or part thereof becomes @gahte, subjec
to the following restrictions.

(i) No Option shall be exercisable except by the Geantea transferee permitted hereunder.
(iii) No Option shall be exercisable more than ten (Ba@ry after the grant thereof.
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(iv) No Option shall be granted in consideration for ahdll not be conditioned upon delivery of Shacethe
Company in payment of the exercise price and/omtgtxholding obligation under any other employeacktoption
or stock appreciation right (no re-load).

(v) No Option shall be assignable or transferable, gdog will or the laws of descent and distributimithe state
wherein the Grantee is domiciled at the time ofdaath; provided, however, that the Committee nbay iGeed not
permit other transfers, where the Committee coredutiat such transferability (i) does not resulidénelerated
taxation, (ii) does not cause any Option intendelde an Incentive Stock Option to fail to be deseuliin
Section 422(b) of the Code and (iii) is otherwipprapriate and desirable. Such transfers mustdmemithout
consideration and only to family members (or punst@ a qualified domestic relations order in therg of divorce
of an Optionee) or to trusts or other entitiestfa benefit of family members. The Committee map allow
transfers to nonprofit organizations exempt fromuader Section 501(c)(3) of the Code.

(vi) No Option shall be exercisable until such timeetdarth in the applicable Agreement (but in nore\ater the
expiration of such Grant).

(vii) The Committee may not modify, extend or renew apyidh granted to any Eligible Person unless such
modification, extension or renewal shall satisfy and all applicable requirements of Rule 16b-3anrtbe
Exchange Act. The foregoing notwithstanding, nalification of an Option shall, without the consefithe
Optionee, alter or impair any rights or obligatiamgler any Option previously granted.

(d)  Termination of Service, Other Than by Death, Reigat or Disability. Unless otherwise providedhe fpplicable
Agreement, upon any Termination of Service for ason other than his or her death, Retiremenigatillity, an Optionee shall have the
right, subject to the restrictions of Section Abpve, to exercise his or her Option at any tim@iwithree months after Termination of
Service, but only to the extent that, at the dafBesmination of Service, the Optionee’s right t@ecise such Option had accrued pursuant
to the terms of the applicable Agreement and hagraviously been exercised; provided, howevet, tl@less otherwise provided in the
applicable Agreement, if there occurs a TerminatibService by a Participating Company for Causa dermination of Service by the
Optionee (other than on account of death, Retir¢meDisability), any Option not exercised in fplior to such termination shall be
canceled.

(e) Death of Optionee. Unless otherwise provided eapplicable Agreement, if the Optionee of an Gptds while an
Eligible Person or within three months after anyrifi@ation of Service other than for Cause or a Teation of Service by the Optionee
(other than on account of death, Retirement orllisg), and has not fully exercised the Optioretithe Option may be exercised in full,
subject to the restrictions of Section 4(c) ab@teny time within 12 months after the Optione&atti, by the Successor of the Optionee,
but only to the extent that, at the date of dethid Optionee’s right to exercise such Option hasteed and had not been forfeited pursuant
to the terms of the Agreement and had not prewdosén exercised.

) Disability or Retirement of Optionee. Unless othise provided in the Agreement, upon any TermimatibService for
reason of his or her Disability or Retirement, grtiGnee shall have the right, subject to the retsbns of Section 4(c) above, to exercise
Option at any time within 24 months after Termioatdf Service, but only to the extent that, atdhte of Termination of Service,
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the Optionee’s right to exercise such Option hamhwsed pursuant to the terms of the applicable Agerd and had not previously been
exercised.

(9) Rights as a Stockholder. An Optionee, a Succaddbe Optionee, or the holder of a DER shall hageights as a
stockholder with respect to any Shares covered$gither Grant until, in the case of an Optiorike,date of the issuance of a stock
certificate for such Shares. No adjustment shalinade for dividends (ordinary or extraordinarygtiter in cash, securities or other
property), distributions or other rights for whittte record date is prior to the date such stociificate is issued, except as provided in
Section 15.

(h) Modification, Extension and Renewal of Option. HKititthe limitations of the Plan, and only with respto Options
granted to Eligible Persons, the Committee may fgpdktend or renew outstanding Options or acdeptcaincellation of outstanding
Options (to the extent not previously exercised)}ifie granting of new Options in substitution thiergbut unless there is stockholder
approval, not including any reduction in exercisiegor cancellation of an Option in exchange foiGption with a lower exercise price or
a cancellation of an Option for cash or anothemGifathe exercise price of the Option is greakant the Fair Market Value of the Shares
subject to the Option at the time of cancellatimther than in conjunction with a Change of Contmobther anti-dilution adjustments
permitted under Section 15). The Committee mayifpoelxtend or renew any Option granted to any iBlgPerson, unless such
modification, extension or renewal would not sgtisfiy applicable requirements of Rule 16b-3 underixchange Act. The foregoing
notwithstanding, no modification of an Option shalithout the consent of the Optionee, alter orampny rights or obligations under any
Option previously granted.

0] Alternative Settlement of Options. The Committedts discretion, may (taking into account, witldimitation, the
application of Section 409A of the Code, as the &ittee may deem appropriate) also permit the @pgato elect to exercise an Option
by receiving Shares, cash or a combination themedfie discretion of the Committee, with an aggted-air Market Value (or, to the ext
of payment in cash, in an amount) equal to the exoéthe Fair Market Value of the Shares with eespo which the Option is being
exercised over the aggregate Purchase Price, exsriieéd as of the day the Option is exercised.

0] Deferral. The Committee may establish a prograkirfy into account, without limitation, the applica of Section 409A
of the Code, as the Committee may deem appropuatigr which Optionees will have Phantom Sharegstitn Section 10 credited upon
their exercise of Options, rather than receivingr8h at that time.

(K) Other Provisions. The Agreement authorized ungeiPian may contain such other provisions not isisbent with the
terms of the Plan (including, without limitatiorestrictions upon the exercise of the Option) asGbmmittee shall deem advisable.

8. SPECIAL RULES FOR INCENTIVE STOCK OPTIONS

(@ Inthe case of Incentive Stock Options granteduneter, the aggregate Fair Market Value (determasedf the date of the
Grant thereof) of the Shares with respect to whickentive Stock Options become exercisable by aoyoBee for the first time during any
calendar year (under the Plan and all other plaetg)ired to be taken into account under Sectiorfd)2# the Code shall not exceed
$100,000.

(b) In the case of an individual described in Sectid@(B)(6) of the Code (relating to certain 10% ovehethe Exercise Price
with respect to an Incentive Stock Option shalllm®iess than 110%

10




Table of Contents

9.

of the Fair Market Value of a Share on the day@péion is granted and the term of an Incentive IStOption shall be no more than five
years from the date of grant.

(c) If Shares acquired upon exercise of an IncentieelSOption are disposed of in a disqualifying dispon within the
meaning of Section 422 of the Code by an Optiome o the expiration of either two years from thegte of grant of such Option or one
year from the transfer of Shares to the Optionesyant to the exercise of such Option, or in amgotisqualifying disposition within the
meaning of Section 422 of the Code, such Optioha# sotify the Company in writing as soon as picatile thereafter of the date and
terms of such disposition and, if the Company thpoa has a tax-withholding obligation, shall paytte Company an amount equal to any
withholding tax the Company is required to pay assailt of the disqualifying disposition.

PROVISIONS APPLICABLE TO RESTRICTED STOCK

(&) Vesting Periods. In connection with the grant esiicted Stock, whether or not Performance Gaatéyahereto, the
Committee shall establish one or more vesting plsrimith respect to the shares of Restricted Stoaktgd, the length of which shall be
determined in the discretion of the Committee. j8citto the provisions of this Section 9, the aqggitle Agreement and the other provisi
of the Plan, restrictions on Restricted Stock slagiée if the Grantee satisfies all applicable @ymlent or other service requirements
through the end of the applicable vesting period.

(b) Grant of Restricted Stock. Subject to the othamseof the Plan, the Committee may, in its disoretis reflected by the
terms of the applicable Agreement: (i) authorlme granting of Restricted Stock to Eligible Persdinsprovide a specified purchase price
for the Restricted Stock (whether or not the payineéma purchase price is required by any statedpplicable to the Company);

(iii) determine the restrictions applicable to Riesed Stock and (iv) determine or impose otherditions to the grant of Restricted Stock
under the Plan as it may deem appropriate.

(c) Certificates.

0] Each Grantee of Restricted Stock shall be issustdck certificate in respect of Shares of Restli@®ck awarde
under the Plan or an appropriate book entry witipeet to such Shares shall be made in the nanhe @Grantee.
Without limiting the generality of Section 6, inditlon to any legend that might otherwise be regpiipy the Boar
or the Company’s charter, bylaws or other appliealdcuments, the certificates for Shares of ResttiStock
issued hereunder may include any legend which trar@ittee deems appropriate to reflect any restristion
transfer hereunder or under the applicable Agreénoemas the Committee may otherwise deem apprepidad,
without limiting the generality of the foregoindall bear a legend referring to the terms, cond#jand
restrictions applicable to such Grant, substantiallthe following form:

THE TRANSFERABILITY OF THIS CERTIFICATE AND THE SHRES OF STOCK REPRESENTED
HEREBY ARE SUBJECT TO THE TERMS AND CONDITIONS (INODING FORFEITURE) OF THE TWO
HARBORS RESTATED 2009 EQUITY INCENTIVE PLAN, AND AMGREEMENT ENTERED INTO
BETWEEN THE REGISTERED OWNER AND TWO HARBORS INVESIENT CORP. COPIES OF SUCH
PLAN AND AWARD AGREEMENT ARE ON FILE IN THE OFFICE®F TWO HARBORS INVESTMENT
CORP. AT 601 CARLSON PARKWAY, SUITE 1400, MINNETOMK MN, 55305.
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(ii)

The Committee shall require that the stock cedtlis evidencing such Shares be held in custodyebZdompany
until the restrictions hereunder shall have |laps®dithat, as a condition of any grant of Restri@amtk, the
Grantee shall have delivered a stock power, endarsklank, relating to the stock covered by suchr® If and
when such restrictions so lapse, the stock ceatéi shall be delivered by the Company to the @eaat his or her
designee as provided in Section 9(d).

(d) Restrictions and Conditions. Unless otherwise jpied by the Committee in an Agreement, the Shar&estricted Stock
awarded pursuant to the Plan shall be subjectetéalfowing restrictions and conditions:

()

(ii)

(i)

Subject to the provisions of the Plan and the apple Agreement, during a period commencing withdate of
such Grant and ending on the date the period &fifare with respect to such Shares lapses, that€gashall not
be permitted voluntarily or involuntarily to seitansfer, pledge, anticipate, alienate, encumbessign Shares of
Restricted Stock awarded under the Plan (or hawle Shares attached or garnished). Subject torthesions of
the applicable Agreement and clauses (iii) andi@lpw, the period of forfeiture with respect tcas granted
hereunder shall lapse as provided in the applicAgleement. Notwithstanding the foregoing, unietberwise
expressly provided by the Committee, the periofbd&iture with respect to such Shares shall capsk as to
whole Shares.

Except as provided in the foregoing clause (inoBeéction 15, the Grantee shall have, in respeitteoShares of
Restricted Stock, all of the rights of a stockholdkethe Company, including the right to vote theaf&s; provided,
however, that cash dividends on such Shares shall cases in which the vesting of Shares of Retstt Stock is
based on the achievement of performance goalsnasttier cases unless otherwise provided by ther@itee in
the applicable Agreement, be held by the Compangdgregated as a part of its general assets}hafieriod of
forfeiture lapses (and forfeited if the underlyi@ares are forfeited), and paid over to the Graagesoon as
practicable after such period lapses (if not foei). Certificates for Shares (not subject torigtstns hereunder)
shall be delivered to the Grantee or his or heigtheg (or where permitted, transferee) promptlgratind only
after, the period of forfeiture shall lapse withéwitfeiture in respect of such Shares of RestriGtmtk.

Termination of Service, Except by Death, Retiren@riDisability. Unless otherwise provided in tipphkcable
Agreement, and subject to clause (iv) below, if@rantee has a Termination of Service for Causs/dhe Grante
for any reason other than his or her death, Reérgrar Disability, during the applicable periodfoffeiture, then
(A) all Restricted Stock still subject to restrartishall thereupon, and with no further actionfdséeited by the
Grantee, and (B) the Company shall pay to the @eaas soon as practicable (and in no event mone3thaays)
after such termination an amount equal to the texfsg) the amount paid by the Grantee for suafefted
Restricted Stock as contemplated by Section 9 ,(®) the Fair Market Value on the date of terrtioraof the
forfeited Restricted Stock.
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(iv)

Death, Disability or Retirement of Grantee. Unleiserwise provided in the applicable Agreementhaevent
the Grantee has a Termination of Service on acauiumt or her death, Disability or Retirementtloe Grantee he
a Termination of Service for any reason other tGanse, during the applicable period of forfeittihen restriction
under the Plan will immediately lapse on all Restidl Stock granted to the applicable Grantee.

10. PROVISIONS APPLICABLE TO PHANTOM SHARES

(@) Grant of Phantom Shares. Subject to the otherstefrthe Plan, the Committee shall, in its disomeths reflected by the
terms of the applicable Agreement: (i) authorlm Granting of Phantom Shares to Eligible Persadgi§) determine or impose other
conditions to the grant of Phantom Shares undePléwe as it may deem appropriate.

(b)  Term. The Committee may provide in an Agreemeat dmy particular Phantom Share shall expire aetfieof a specifie

term.

(c) Vesting.

(i)

(ii)

Subject to the provisions of the applicable Agreenamd Section 10(c)(ii), Phantom Shares shall asgrovided
in the applicable Agreement.

Unless otherwise determined by the Committee in@plicable Agreement, the Phantom Shares grantestigot
to the Plan shall be subject to the following vagttonditions:

1)

(2)

(3)

Termination of Service for Cause. Unless othengiseided in the applicable Agreement and subject t
clause (2) below, if the Grantee has a Terminatfd®ervice for Cause, all of the Grantee’s Phantom
Shares (whether or not such Phantom Shares anavighesested) shall thereupon, and with no further
action, be forfeited by the Grantee and cease tmbstanding, and no payments shall be made withee
to such forfeited Phantom Shares.

Termination of Service for Death, Disability or Retment of Grantee or by the Company for Any Reason
Other than Cause. Unless otherwise provided imfipdicable Agreement, in the event the Granteeahas
Termination of Service on account of his or hertdeBisability or Retirement, or the Grantee has a
Termination of Service for any reason other thansgaall outstanding Phantom Shares granted to such
Grantee shall become immediately vested.

Except as contemplated above, in the event thatat€e has a Termination of Service, any and ahef
Grantee’s Phantom Shares which have not vestedtprar as of such termination shall thereupon, and
with no further action, be forfeited and ceasedmbtstanding, and the Grantee’s vested Phantome$ha
shall be settled as set forth in Section 10(d).
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(d)

Settlement of Phantom Shares.

(i)

(ii)

(i)

(iv)

Each vested and outstanding Phantom Share shsditthed by the transfer to the Grantee of one Sipaogided,
however, that, the Committee at the time of grantif the appropriate case, as determined by trerittee,
thereafter) may provide that a Phantom Share maetiked (A) in cash at the applicable Phantom Skalue,
(B) in cash or by transfer of Shares as electethéyGrantee in accordance with procedures establibis the
Committee or (C) in cash or by transfer of Shareslacted by the Company.

Each Phantom Share shall be settled with a singtegayment by the Company; provided, however, thil,
respect to Phantom Shares of a Grantee which hesmmon Settlement Date (as defined below), the 1Gittee
may permit the Grantee to elect in accordance priticedures established by the Committee (takirmganotount,
without limitation, Section 409A of the Code, as thommittee may deem appropriate) to receive instait
payments over a period not to exceed 10 yearthelGrantee’s Phantom Shares are paid out in limstat
payments, such installment payments shall be tlesge series of separate payments for purpossctibn 409A
of the Code.

1)

(2)

(3)

The settlement date with respect to a Granteeeifitst day of the month to follow the Grantee’s
Termination of Service (“Settlement Date”); providéowever, that a Grantee may elect, in accordance
with procedures to be adopted by the Committee sileh Settlement Date will be deferred as elebted
the Grantee to a time permitted by the Committedeuprocedures to be established by the Committee.
Notwithstanding the prior sentence, all initialetlens to defer the Settlement Date shall be made i
accordance with the requirements of Section 409th@iCode. In addition, unless otherwise deterthine
by the Committee, any subsequent elections unde#ction 10(d)(iii)(1) must, except as may otlisew
be permitted under the rules applicable under Seetd9A of the Code, (A) not be effective for ade
one year after they are made, or, in the caseyfpats to commence at a specific time, be madeaat |
one year before the first scheduled payment andléB)r the commencement of distributions (and each
affected distribution) for at least five years.

Notwithstanding Section 10(d)(iii)(1), the Commétmay provide that distributions of Phantom Shares
can be elected at any time in those cases in wh&lPhantom Share Value is determined by reference
Fair Market Value to the extent in excess of a hvadee, rather than by reference to unreducedWaiket
Value.

Notwithstanding the foregoing, the Settlement Dditeot earlier pursuant to this Section 10(d)(ii§ the
date of the Grantee’s death.

Notwithstanding any other provision of the PlaGrantee may receive any amounts to be paid inlimgats as
provided in Section 10(d)(ii) or deferred by theaBGtee as provided in Section 10(d)(iii) in the evafran
“Unforeseeable Emergency.” For these purposed,/aforeseeable Emergency,” as determined by the iGitiee
in its sole discretion, is a severe financial haipl$o the
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(e)

Grantee resulting from a sudden and unexpecteskilior accident of the Grantee or “dependent,&éinetl in
Section 152(a) of the Code, of the Grantee, loskefsrantee’s property due to casualty, or othmeilar
extraordinary and unforeseeable circumstancesgras a result of events beyond the control ofafentee. The
circumstances that will constitute an Unforesee&bhergency will depend upon the facts of each dagejn any
case, payment may not be made to the extent tbhtrsardship is or may be relieved:

(1) through reimbursement or compensation by insurancgherwise;

(2 by liquidation of the Grantee’s assets, to the mxiee liquidation of such assets would not itselfise
severe financial hardship; or

3) by future cessation of the making of additionalediefls under Section 10(d)(ii) and (iii).

Without limitation, the need to send a Granteeitddio college or the desire to purchase a hom# shaconstitute an
Unforeseeable Emergency. Distributions of amobetsause of an Unforeseeable Emergency shall bétpesino the extel
reasonably needed to satisfy the emergency need.

Other Phantom Share Provisions.

(i)

(ii)

(i)

Rights to payments with respect to Phantom Shaesgad under the Plan shall not be subject in aagnar to
anticipation, alienation, sale, transfer, assigninaedge, encumbrance, attachment, garnishmenyt, éxxecution,
or other legal or equitable process, either volynea involuntary; and any attempt to anticipatesraate, sell,
transfer, assign, pledge, encumber, attach orgfaror levy or execute on any right to paymentstber benefits
payable hereunder, shall be void.

A Grantee may designate in writing, on forms tghbescribed by the Committee, a beneficiary or heizefes to
receive any payments payable after his or her deadhmay amend or revoke such designation at arey tif no
beneficiary designation is in effect at the timeadBrantee’s death, payments hereunder shall be toatle
Grantee’s estate. If a Grantee with a vested Bhasthare dies, such Phantom Share shall be satttethe
Phantom Share Value in respect of such PhantoneSipaid, and any payments deferred pursuant téeation
under Section 10(d)(iii) shall be accelerated aaid,pas soon as practicable (but no later thana§8)dafter the da
of death to such Grantee’s beneficiary or estat@pplicable.

The Committee may establish a program (taking aimount, without limitation, the possible applioatiof
Section 409A of the Code, as the Committee may degpropriate) under which distributions with resgec
Phantom Shares may be deferred for periods iniaddii those otherwise contemplated by the foregoin
provisions of this Section 10. Such program majuide, without limitation, provisions for the crédg of earning
and losses on unpaid amounts and, if permittedh&@yCommittee, provisions under which Grantees m#acsfrom
among hypothetical investment alternatives for sieflerred amounts in accordance with procedureblksted by
the Committee.
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(iv) Notwithstanding any other provision of this Sectidh any fractional Phantom Share will be paidiowdash at th
Phantom Share Value as of the Settlement Date.

(v) No Phantom Share shall give any Grantee any righksrespect to Shares or any ownership interegten
Company. Except as may be provided in accordafitteSection 11, no provision of the Plan shall meipreted
to confer upon any Grantee of a Phantom Share atitygy dividend or derivative or other similar rigtwith
respect to any Phantom Share.

11. PROVISIONS APPLICABLE TO DIVIDEND EQUIVALENT RIGHTS

(@) Grant of DERs. Subiject to the other terms of tlan the Committee shall, in its discretion aseetiéd by the terms of the
Agreements, authorize the granting of DERs to BleyPersons based on the dividends declared on ©artock, to be credited as of the
dividend payment dates, during the period betwherdate a Grant is issued, and the date such {Srexercised, vests or expires, as
determined by the Committee. Such DERs shall beexted to cash or additional Shares by such faraot at such time and subject to
such limitation as may be determined by the ConemittWith respect to DERs granted with respectptiods intended to be qualified
performance-based compensation for purposes oio8eld2(m) of the Code, such DERs shall be payadgardless of whether such
Option is exercised. If a DER is granted in respé@nother Grant hereunder, then, unless otherstegted in the Agreement, or, in the
appropriate case, as determined by the Commitie®y event shall the DER be in effect for a pebegiond the time during which the
applicable related portion of the underlying Griaas been exercised or otherwise settled, or haseexbeen forfeited or otherwise lapsed,
as applicable.

(b) Certain Terms.
0] The term of a DER shall be set by the Committeisidiscretion.

(i) Payment of the amount determined in accordanceSetiiion 11(a) shall be in cash, in Common Stock or
combination of the both, as determined by the Cdiemit the time of grant.

(c) Other Types of DERs. The Committee may establigfogram under which DERs of a type whether ordssicribed in th
foregoing provisions of this Section 11 may be tgdrio Eligible Persons. For example, without fation, the Committee may grant a
DER in respect of each Share subject to an Optiavith respect to a Phantom Share, which right waansist of the right (subject to
Section 11(d)) to receive a cash payment in an atregual to the dividend distributions paid on ai®@hfrom time to time. Provided,
however, that in no event may a DER be paid witlpeet to Phantom Shares, the vesting of whichsedan the achievement of
performance goals, before such performance goalsat. Such DERs shall be held by the Company ¢uagated as part of its general
assets) until the period of forfeiture lapses (fwtkited if the Phantom Shares are forfeited), paidl over to the Grantee as soon as
practicable after such period lapses (if not foef).

(d) Deferral.
0] The Committee may (taking into account, withoutitation, the possible application of Section 409Ahe Code,
as the Committee may deem appropriate) establisbgram under which Grantees (i) will have Phan&imres
credited, subject to the terms of Sections 10(d) Ed(e) as though
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directly applicable with respect thereto, uponghenting of DERS, or (ii) will have payments witisspect to DERs
deferred.

(i) The Committee may establish a program under whisthilolitions with respect to DERs may be deferr8dch
program may include, without limitation, provisiofts the crediting of earnings and losses on unpaidunts, ani
if permitted by the Committee, provisions underethiGrantees may select from among hypotheticakimnvent
alternatives for such deferred amounts in accorlarith procedures established by the Committee.

12. OTHER EQUITY-BASED AWARDS. The Board shall have the right to issue othem@ based upon the Common Stock having
such terms and conditions as the Board may detetrimnluding, without limitation, the grant of Skarwithout conditions (including the

grant of Shares without conditions to independémeictbrs of the Company), the grant of Shares baped certain conditions, grants of
restricted stock units and the grant of securit@svertible into Common Stock. In addition, theaBibshall have the right to expand the types
of Grants to include the grant of interests (whitdty be expressed as units or otherwise) in Two ¢tar®perating Company LLC, subject to
the terms and conditions of the operating agreemwfeftvo Harbors Operating Company LLC, as amendewh iime to time, and such other
terms and conditions as may be determined by tlzeBat the time of such expansion.

13. PERFORMANCE GOALS The Committee, in its discretion, shall in tleese of Grants (including, in particular, Grantseotthan
Options) intended to qualify for an exception fridm limitation imposed by Section 162(m) of the €¢tPerformance-Based Grants”)

(i) establish one or more performance goals (“Rerémce Goals"as a precondition to the issue of Grants, angb{ayide, in connection wit
the establishment of the Performance Goals, fatgisgmined Grants to those Grantees (who contmugett all applicable eligibility
requirements) with respect to whom the applicalelddPmance Goals are satisfied. The PerformanasGhall be based upon the criterie
forth in Exhibit Ahereto which is hereby incorporated herein by esfee as though set forth in full, and which mayipdated and amended
from time to time, as appropriate, in the discretid the Committee. The Performance Goals shadidbeblished in a timely fashion such that
they are considered preestablished for purposteeailes governing performance-based compensatidar Section 162(m) of the Code.
Prior to the vesting and delivery of performancedshRestricted Stock, Phantom Shares, DERs andeagh#y-based awards hereunder, the
Committee shall have certified that any applicabdeformance Goals, and other material terms oGttamt, have been satisfied. Performance
Goals which do not satisfy the foregoing provisiofishis Section 13 may be established by the Cdtamivith respect to Grants not inten

to qualify for an exception from the limitationspawsed by Section 162(m) of the Code.

14. TERM OF PLAN. Grants may be granted pursuant to the Plan tinatiexpiration of 10 years from the effective daftéhis restated
Plan.

15. RECAPITALIZATION AND CHANGES OF CONTROL

(&) Subject to any required action by stockholderstarttie specific provisions of Section 16, if (iet@ompany shall at any
time be involved in a merger, consolidation, digtioh, liquidation, reorganization, exchange ofrglsasale of all or substantially all of the
assets or stock of the Company or a transactioitesithereto, (ii) any stock dividend, stock sptéyerse stock split, stock combination,
reclassification, recapitalization or other simitéiange in the capital structure of the Compangngrextraordinary dividend or distributi
to holders of Common Stock other than
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ordinary cash dividends, shall occur or (iii) arger event shall occur which in the judgment of @@nmittee necessitates action by wa
adjusting the terms of the outstanding Grants,:then

()

(ii)

the maximum aggregate number of Shares which maydue subject to Options and DERs under the Rian, t
maximum aggregate number and kind of Shares ofiReest Stock that may be granted under the Plan, th
maximum aggregate number of Phantom Shares and®thats which may be granted under the Plan, laad t
maximum number of Shares that may be granted iroaryyear to any Grantee under Section 6 may be
appropriately adjusted by the Committee in its idison; and

the Committee shall take any such action as idigtisretion shall be necessary to maintain eachtéeahrights
hereunder (including under their applicable Agreetsleso that they are, in their respective OptiGantom
Shares and DERSs (and, as appropriate, other Quadé&s Section 12), substantially proportionatehtorights
existing in such Options, Phantom Shares and DBERS ¢ther Grants under Section 12) prior to suemgv
including, without limitation, adjustments in (A)é& number of Options, Phantom Shares and DERsothed
Grants under Section 12) granted, (B) the numbeéikand of shares or other property to be distributerespect of
Options, Phantom Shares and DERs (and other Guadtyr Section 12, as applicable, (C) the ExercigzP
Purchase Price and Phantom Share Value, and (Rjrpemce-based criteria established in connectiitim @rants
(to the extent consistent with Section 162(m) ef @ode, as applicable); provided that, in the disan of the
Committee, the foregoing clause (D) may also bdiegjn the case of any event relating to a Sulsydif the
event would have been covered under this Secti¢a) Had the event related to the Company.

To the extent that such action shall include aneiase or decrease in the number of Shares (orafrather property then available) subject to
all outstanding Grants, the number of Shares (@suavailable under Section 6 above shall be emed or decreased, as the case may be,

proportionately.

(b)  Any Shares or other securities distributed to an@=with respect to Restricted Stock or othenigiseed in substitution of
Restricted Stock pursuant to this Section 15 df@bBubject to the restrictions and requirement®sag by Section 9, including depositing
the certificates therefor with the Company togethigh a stock power and bearing a legend as pravidé&ection 9(c)(i).

(c) If the Company shall be consolidated or merged waithther corporation or other entity, each Grantee has received
Restricted Stock that is then subject to restmtionposed by Section 9(d) may be required to depith the successor corporation the
certificates or book entry shares for the stockemurities or the other property that the Grargemntitled to receive by reason of ownership
of Restricted Stock in a manner consistent withtiBe®(c)(ii), and such stock, securities or otherperty shall become subject to the
restrictions and requirements imposed by Sectidh @hd the certificates therefor or other evidethegeof shall bear a legend similar in
form and substance to the legend set forth in &e&c)(i).

(d)  The judgment of the Committee with respect to ayten referred to in this Section 15 shall be cosigke and binding
upon each Grantee without the need for any amentimdine Plan.

(e) Subiject to any required action by stockholderthyeéf Company is the surviving corporation in any geeror consolidation,
the rights under any outstanding Grant shall peaid
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apply to the securities to which a holder of thenbar of Shares subject to the Grant would have bagtied. In the event of a merger or
consolidation that does not constitute a Chandeanitrol and in which the Company is not the sungvcorporation, the date of
exercisability of each outstanding Option and s&ftbf each Phantom Share or, as applicable, eiipaity-based Grant under Section 12,
shall be accelerated to a date prior to such mengeonsolidation, unless the agreement of mergeonsolidation provides for the
assumption of the Grant by the successor to thep@agn

) To the extent that the foregoing adjustment rel&teskcurities of the Company, such adjustments Iskanade by the
Committee, whose determination shall be concluaie binding on all persons.

(9) Except as expressly provided in this Section 1Grantee shall have no rights by reason of subdirisi consolidation of
shares of stock of any class, the payment of argkslividend or any other increase or decreaseamtimber of shares of stock of any ¢
or by reason of any dissolution, liquidation, mergeconsolidation or spioff of assets or stock of another corporation, amgissue by tr
Company of shares of stock of any class, or séesiibnvertible into shares of stock of any clakg]l not affect, and no adjustment by
reason thereof shall be made with respect to, tingber of Shares subject to a Grant or the ExeRiige of Shares subject to an Option.

(h) Grants made pursuant to the Plan shall not affeahy way the right or power of the Company to madj@istments,
reclassifications, reorganizations or changessofapital or business structure, to merge or cafetel or to dissolve, liquidate, sell or
transfer all or any part of its business assets.

0] Unless otherwise provided in the Agreement, upemnoitcurrence of a Change of Control:

0] The Committee as constituted immediately beforedhange of Control may make such adjustments asiig
discretion, determines are necessary or appropridight of the Change of Control (including, watltt limitation,
the substitution of stock other than stock of tleenPany as the stock optioned hereunder, and tredemation of
the exercisability of the Options and settling atle Phantom Share or, as applicable, other Gratgri®ection 12)
with respect to such Grantees whose employmestnsitated other than for cause or good reasonfasddiy the
Committee, within twenty-four (24) months of thed@ige of Control, provided that the Committee deteesithat
such adjustments do not have a substantial adee®mic impact on the Grantee as determined dintteeof the
adjustments.

(i) All restrictions and conditions on each DER shatbanatically lapse and all Grants under the Platl &ie
deemed fully vested with respect to such Grantdesse employment is terminated other than for caug@od
reason as defined by the Committee, within tweoty-{24) months of the Change of Control.

(iii) Notwithstanding the provisions of Section 10 (takinto account, without limitation, the applicatioh
Section 409A of the Code, as the Committee may dggpnopriate), the Settlement Date for Phantomeshsinall
be the date of such Change of Control and all atisodure with respect to Phantom Shares to a Graetesinder
shall be paid as soon as practicable (but in natewere than 30 days) after such Change of Contridéss such
Grantee elects otherwise in accordance with praesdestablished by the Committee.
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)] “Change of Control” shall mean the occurrence of ame of the following events:

()

(ii)

(i)

any “person,” including a “group,” (as such terms ased in Sections 13(d) and 14(d) of the Excha&myebut
excluding the Company or the Manager, any entitytradling, controlled by or under common controthvthe
Company or the Manager, any trustee, fiduciarytbeoperson or entity holding securities under amployee
benefit plan or trust of the Company or the Manageany such entity, and, with respect to any paldir Eligible
Employee, the Eligible Employee and any “groupg ¢ach term is used in Section 13(d)(3) of the Brge Act)
of which the Eligible Employee is a member), ivbecomes the “beneficial owner,” (as defined in RLBéd)

(3) under the Exchange Act), directly or indirecthf securities of the Company representing maose 0% of
either (A) the combined voting power of the Compartlgen outstanding securities or (B) the then tamiding
Shares; or

members of the Board at the beginning of any canger24-calendar-month period (the “Incumbent Blioes”)
cease for any reason other than due to death giitda at least a majority of the members of tloar; provided
that any Director whose election, or nominationdtarction by the Company’s stockholders, was apgutaw
ratified by a vote of at least a majority of themizers of the Board then still in office who weremiers of the
Board at the beginning of such 24-calendar-monttogdeshall be deemed to be an Incumbent Diregiayided,
however, that any individual who was initially eled as a director of the Company as a result afcaumal or
threatened election contest, as such terms areinsade 14a-12 (as proposed) of Regulation 14Amirigated
under the Act, or any other actual or threatendiditdion of proxies or consents by or on behdléoy person or
entity other than the Board, shall not be deemdzktan Incumbent Director; or

there shall occur (A) the consummation of any cbdation or merger of the Company or any Subsidiahere
the stockholders of the Company, immediately pioathe consolidation or merger, would not, immesgliatfter th
consolidation or merger, beneficially own (as sterim is defined in Rule 13d-3 under the Exchangg, Alirectly
or indirectly, shares representing in the aggre§8% or more of the voting securities of the cogpion issuing
cash or securities in the consolidation or mergeo{ its ultimate parent corporation, if any), @)y sale, lease,
exchange or other transfer (in one transactionsaris of transactions contemplated or arrangeahipyparty as a
single plan) of all or substantially all of the efssof the Company or (C) consummation of a stolckdrapproved
plan for the liquidation or dissolution of the Coamy.

Notwithstanding the foregoing, no event or condititescribed in clauses (i) through (iii) above kbahstitute a Change of Control it
results from a transaction between the Companytl@manager, or an affiliate of the Manager.

Notwithstanding the foregoing,“Change of Control” shall not be deemed to haveuoea for purposes of the foregoing clause (i) lgads
the result of an acquisition of securities by tlwrpany which, by reducing the number of Shareghmrosoting securities outstanding,
increases (x) the proportionate number of Sharesflmally owned by any person to 50% or more & 8hares then outstanding or (y) the
proportionate voting power represented by the gosiecurities beneficially owned by any person
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to 50% or more of the combined voting power ofladin outstanding voting securities; provided, hosvethat, if any person referred to in
clause (x) or (y) of this sentence shall theredfemome the beneficial owner of any additional 8sar other voting securities (other than
pursuant to a stock split, stock dividend, or samttansaction), then a “Change of Control” shaldeemed to have occurred for purposes of
this subsection ().

Notwithstanding the foregoing, no event or conditéhall constitute a Change of Control to the eddteat, if it were, a 20% tax would |
imposed upon or with respect to any Grant undeti®@ed09A of the Code; provided that, in such aecéise event or condition shall continue
to constitute a Change of Control to the maximumemxpossible (e.qg., if applicable, in respect@dting without an acceleration of
distribution) without causing the imposition of su20% tax.

16. EFFECT OF CERTAIN TRANSACTIONS In the case of (i) the dissolution or liquidatiof the Company, (ii) a merger,
consolidation, reorganization or other businesshioation in which the Company is acquired by ano#ity or in which the Company is

not the surviving entity, or (iii) any sale, leasgchange or other transfer (in one transactica series of transactions contemplated or
arranged by any party as a single plan) of allutrsgantially all of the assets of the Company Rfan and the Grants issued hereunder shall
terminate upon the effectiveness of any such tiimgaor event, unless provision is made in corinaatith such transaction for the
assumption of Grants theretofore granted, or thstgution for such Grants of new Grants, by thecessor entity or parent thereof, with
appropriate adjustment as to the number and kirsthafes and the per share exercise prices, aglptbwi Section 15. In the event of such
termination, all outstanding Options and Grantdldieexercisable in full for at least fifteen daysor to the date of such termination whether
or not otherwise exercisable during such period.

17. SECURITIES LAW REQUIREMENTS

(8) Legality of Issuance. The issuance of any Shamesupnt to Grants under the Plan and the issudrargydsrant shall be
contingent upon the following:

0] the obligation of the Company to sell Shares wétspect to Grants issued under the Plan shall hecub all
applicable laws, rules and regulations, includih@aplicable federal and state securities laws, thie obtaining of
all such approvals by governmental agencies ashealeemed necessary or appropriate by the Committee

(i) the Committee may make such changes to the Plaragde necessary or appropriate to comply withrabes ani
regulations of any government authority or to abtax benefits applicable to stock options; and

(iii) each grant of Options, Restricted Stock, Phantoaresh(or issuance of Shares in respect there@f&s (or
issuance of Shares in respect thereof), or othentGmder Section 12 (or issuance of Shares irecé$pereof), is
subject to the requirement that, if at any timeG@oenmittee determines, in its discretion, thatlibting, registratiol
or qualification of Shares issuable pursuant toRtam is required by any securities exchange oeuady state or
federal law, or the consent or approval of any gorental regulatory body is necessary or desirabla condition
of, or in connection with, the issuance of OptioBlsares of Restricted Stock, Phantom Shares, DéRey; Grants
or other Shares, no payment shall be made, or BfmaBhares or Shares issued or grant of Restric¢texk $r other
Grant made, in whole or in part, unless listing,
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registration, qualification, consent or approvas baen effected or obtained free of any conditiorssmanner
acceptable to the Committee.

(b) Restrictions on Transfer. Regardless of whetheoffering and sale of Shares under the Plan has tegjistered under the
Act or has been registered or qualified under #uaisties laws of any state, the Company may impestictions on the sale, pledge or
other transfer of such Shares (including the plaerof appropriate legends on stock certificatgsih ithe judgment of the Company anc
counsel, such restrictions are necessary or désirbrder to achieve compliance with good pragijdhe provisions of the Act, the
securities laws of any state or any other lawthinevent that the sale of Shares under the Plaot iegistered under the Act but an
exemption is available which requires an investmeptesentation or other representation, each €gasttall be required to represent that
such Shares are being acquired for investmentpahdith a view to the sale or distribution theremfd to make such other representations
as are deemed necessary or appropriate by the @grapd its counsel. Any determination by the Conypand its counsel in connection
with any of the matters set forth in this Secti@nshall be conclusive and binding on all persoisthout limiting the generality of
Section 6, stock certificates evidencing Sharesiaed under the Plan pursuant to an unregistesgtséiction shall bear a restrictive legend,
substantially in the following form, and such othestrictive legends as are required or deemedsabl& under the provisions of any
applicable law:

“THE SALE OF THE SECURITIES REPRESENTED HEREBY HAB®T BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933 (THE “ACT"). ANY TRANSFER OF SUCH SEQUTIES WILL BE INVALID UNLESS A REGISTRATION
STATEMENT UNDER THE ACT IS IN EFFECT AS TO SUCH TRVSFER OR IN THE OPINION OF COUNSEL FOR THE
ISSUER SUCH REGISTRATION IS UNNECESSARY IN ORDER RGUCH TRANSFER TO COMPLY WITH THE ACT.”

(c) Registration or Qualification of Securities. Then@any may, but shall not be obligated to, registequalify the issuance
of Grants and/or the sale of Shares under the Aahyp other applicable law. The Company shallbebbligated to take any affirmative
action in order to cause the issuance of Grantiseosale of Shares under the Plan to comply wiyhl@an.

(d) Exchange of Certificates. If, in the opinion oétGompany and its counsel, any legend placed tock sertificate
representing Shares sold under the Plan is no targeired, the holder of such certificate shalkbétled to exchange such certificate for a
certificate representing the same number of SHarekcking such legend.

(e) Certain Loans. Notwithstanding any other provisiéthe Plan, the Company shall not be requiredite or permit any
action under the Plan or any Agreement which, engbod-faith determination of the Company, woukltein a material risk of a violation
by the Company of Section 13(k) of the Exchange Act

18. AMENDMENT OF THE PLAN. The Board may from time to time, with respecaty Shares at the time not subject to Grants,
suspend or discontinue the Plan or revise or anténény respect whatsoever. The Board may antlemdPlan as it shall deem advisable,
except that no amendment may adversely affect at€ravith respect to Grants previously grantedsséeich amendments are in connection
with compliance with applicable laws; provided, femer, that the Plan may not be amended withoukbtidder approval (a) to increase the
total number of Shares that may be subject to Asvaed forth in Section 6 (other than through amstdjent as provided otherwise in the
Plan), (b) to change the class of Eligible Pers@rjgo reprice any awards under the Plan or te taky other action precluded
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under Section 7(h) from being taken without shal@droapproval, or (d) in any other manner thatie dbsence of stockholder approval
would cause the Plan to fail to comply with any laggle legal requirement or applicable exchangsimilar state law requirements.

19. APPLICATION OF FUNDS. The proceeds received by the Company from tleecsdCommon Stock pursuant to the exercise of an
Option, the sale of Restricted Stock or in conmectvith other Grants under the Plan will be usedygneral corporate purposes.

20. TAX WITHHOLDING . Each Grantee shall, no later than the date adimh the value of any Grant first becomes inchidan the
gross income of the Grantee for federal incomeptaposes, pay to the Company, or make arrangersatigéactory to the Company
regarding payment of any federal, state or locaddaf any kind that are required by law to be hatld with respect to such income. A
Grantee may elect to have such tax withholdingBad, in whole or in part, by (i) authorizing tB®mpany to withhold a number of Share
be issued pursuant to a Grant equal to the Faikdlafalue as of the date withholding is effecteat tivould satisfy the minimum statutory
withholding amount due, (ii) transferring to thermany Shares owned by the Grantee with a Fair Maf&kie equal to the amount of the
required minimum statutory withholding tax, or)iin the case of a Grantee who is an EmployeeefCthmpany at the time such withholding
is effected, by withholding from the Grantee’s casmpensation. Notwithstanding anything contaimettie Plan to the contrary, the
Grantee’s satisfaction of any tax-withholding requients imposed by the Committee shall be a camdfiecedent to the Company’s
obligation as may otherwise by provided hereundgrovide Shares to the Grantee, and the failuthefGrantee to satisfy such requirem:
with respect to a Grant shall cause such Gran¢ tmiteited.

21. NOTICES. All notices under the Plan shall be in writiagd if to the Company, shall be delivered to tharBomr mailed to its
principal office, addressed to the attention of Bleard; and if to the Grantee, shall be deliveregpnally or mailed to the Grantee at the
address appearing in the records of the Particip&iompany. Such addresses may be changed dtaniyt written notice to the other party
given in accordance with this Section 21.

22. RIGHTS TO EMPLOYMENT OR OTHER SERVICE Nothing in the Plan or in any Grant issued pantuo the Plan shall confer
on any individual any right to continue in the empbr other service of the Participating Compaimwiplicable) or interfere in any way with
the right of the Participating Company and its klmdders to terminate the individual's employmenbther service at any time.

23. EXCULPATION AND INDEMNIFICATION . To the maximum extent permitted by law, the Campshall indemnify and hold
harmless the members of the Board and the memb#re €ommittee from and against any and all litibg, costs and expenses incurred by
such persons as a result of any act or omissiaetton connection with the performance of such @@ssduties, responsibilities and
obligations under the Plan, other than such liaédj costs and expenses as may result from thes geegligence, bad faith, willful misconduct
or criminal acts of such persons.

24, COMPLIANCE WITH SECTION 409A OF THE CODE

(@) Any Agreement issued under the Plan that is sultjeBection 409A of the Code shall include suchitamidhl terms and
conditions as may be required to satisfy the remouénts of Section 409A of the Code.

(b)  With respect to any Grant issued under the Planigtsubject to Section 409A of the Code, and wépect to which a
payment or distribution is to be made upon a Teatndm of Service,
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if the Grantee is determined by the Company to tspacified employee” within the meaning of SectiDA(a)(2)(B)(i) of the Code and
any of the Company’s stock is publicly traded oreatablished securities market or otherwise, sagimgnt or distribution may not be
made before the date which is six months afted#ite of Termination of Service (to the extent reggiiunder Section 409A of the Code).
Any payments or distributions delayed in accordamitk the prior sentence shall be paid to the Gramn the first day of the seventh
month following the Grantee’s Termination of Seevic

(c) The Board and the Committee shall administer tla@,Rind exercise authority and discretion undePtha, to satisfy the
requirements of Section 409A of the Code or anyrgt®n thereto. Provided, however, that neitherBloard nor the Committee shall be
liable to any Grantee for the failure of a Grantémnply with Section 409A of the Code, includingt bot limited to, liability for any taxes
or penalties associated with the failure to convalh Section 409A of the Code.

25. NO FUND CREATED. Any and all payments hereunder to any Granteeuthne Plan shall be made from the general fuhtiseo
Company (or, if applicable, a Participating Compamp special or separate fund shall be establishether segregation of assets made to
assure such payments, and the Phantom Shared(imgfor purposes of this Section 25 any accoustaldished to facilitate the
implementation of Section 10(d)(iii)) and any otk@émilar devices issued hereunder to account fan Bbligations do not constitute Common
Stock and shall not be treated as (or as givirgtdy property or as a trust fund of any kind; pded, however, that the Company (or a
Participating Company) may establish a mere bogkkegereserve to meet its obligations hereundertaust or other funding vehicle that
would not cause the Plan to be deemed to be fufwieedx purposes or for purposes of Title | of Eraployee Retirement Income Security
Act of 1974, as amended. The obligations of them@any (or, if applicable, a Participating Compangjler the Plan are unsecured and
constitute a mere promise by the Company (or, jliagble, a Participating Company) to make bergitments in the future and, to the
extent that any person acquires a right to rege@yenents under the Plan from the Company (or,pfiegble, a Participating Company), such
right shall be no greater than the right of a gehemnsecured creditor of the Company (or, if agile, a Participating Company). Without
limiting the foregoing, Phantom Shares and anyragivailar devices issued hereunder to account i Bbligations are solely a device for
the measurement and determination of the amouitis paid to a Grantee under the Plan, and eaché&amight in the Phantom Shares and
any such other devices is limited to the righteoeive payment, if any, as may herein be provided.

26. NO FIDUCIARY RELATIONSHIP. Nothing contained in the Plan (including withdiatitation Section 10(e)(iii)), and no action
taken pursuant to the provisions of the Plan, giratite or shall be construed to create a trushpkind, or a fiduciary relationship between
the Company, the Participating Companies, or thificers or the Committee, on the one hand, and3tentee, the Company, the
Participating Companies or any other person otyerdgn the other.

27. CAPTIONS. The use of captions in the Plan is for convergenThe captions are not intended to provide snlise rights.

28. GOVERNING LAW. THE PLAN SHALL BE GOVERNED BY THE LAWS OF MARYLAID, WITHOUT REFERENCE TO
PRINCIPLES OF CONFLICT OF LAWS.
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29. EXECUTION. The Company has caused the Plan to be exeauthd hame and on behalf of the Company by anesft€ the
Company thereunto duly authorized as of this 1  afadypril, 2013.

TWO HARBORS INVESTMENT CORP.,
a Maryland corporatio

By: /s/ Rebecca B. Sandbe

Name: Rebecca B. Sandbt
Title: Secretary and General Coun
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EXHIBIT A
PERFORMANCE CRITERIA

Performance-Based Grants intended to qualify afdpmance based” compensation under Section 16&8{e Code, may be
payable upon the attainment of objective perforreagmals that are established by the Committee @latkrto one or more Performance
Criteria, in each case on a specified date or amgrspecified period, up to 10 years, as determiyethie Committee. Performance Criteria
may be based on the achievement of the specifiedslef performance under one or more of the measset out below relative to the
performance of one or more other corporations dices, in the discretion of the Committee.

“Performance Criteria” means the following businesteria (or any combination thereof) with respgcbne or more of the
Company, any Participating Company or any divisioomperating unit thereof:

i) pre-tax income,
i) after-tax income,
iii) net income (meaning net income as reflected irCtpany’s financial reports for the applicable périon an

aggregate, diluted and/or per share basis),

iv) operating income,

V) comprehensive income and/or economic return,

Vi) cash flow,

vii) earnings per share,

viii) return on equity,

ix) return on invested capital or assets,

X) cash and/or funds available for distribution,

Xi) appreciation in the fair market value of the Comrstock,

Xii) return on investment,

Xiii) total return to stockholders (meaning the aggreGatamon Stock price appreciation and dividends fesduming fu

reinvestment of dividends) during the applicablequ,
Xiv) net earnings growth,

XV) stock appreciation (meaning an increase in themio/alue of the Common Stock after the date afigof an award
and during the applicable period),

XVi) related return ratios,
XVii) increase in revenues,

Xviii) the Company’s published ranking against its peeugiof real estate investment trusts based ongtiekholder
return,

Xix) net earnings,
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XX) changes (or the absence of changes) in the pex shaggregate market price of the Company’s Com8&tonk,
XXi) number of securities sold or issued,
XXii) earnings before any one or more of the followiegnis: interest, taxes, depreciation or amortizaothe applicable

period, as reflected in the Company’s financiabrépfor the applicable period, and

XXiii) total revenue growth (meaning the increase in t@atnues after the date of grant of an award andgithe
applicable period, as reflected in the Companyiaricial reports for the applicable period).

Except as otherwise expressly provided, all finanteirms are used as defined under Generally Aedefdtcounting Principles
(“GAAP”) and all determinations shall be made in accordaitteGAAP, as applied by the Company in the prefiamneof its periodic report
to stockholders.

To the extent permitted by Section 162(m) of thel€ainless the Committee provides otherwise dtiriee of establishing the
performance goals, for each fiscal year of the Camgpthe Committee may provide for objectively deti@able adjustments, as determined
in accordance with GAAP, to any of the Performa@aéeria described above for one or more of the@®f gain, loss, profit or expense:
(A) determined to be extraordinary or unusual itureor infrequent in occurrence, (B) related ® dlisposal of a segment of a business,
(C) related to a change in accounting principleaur®AAP, (D) related to discontinued operationg ttmnot qualify as a segment of a
business under GAAP, and (E) attributable to thertmss operations of any entity acquired by the @om during the fiscal year.
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