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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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As of December 18, 2006, the number of shares outstanding of the registrant’s Class A Common Stock, $0.001 par
value, was 24,513,512; the number of shares outstanding of the registrant’s Class B Common Stock, $0.001 par value,
was 319,388; and the number of shares outstanding of the registrant’s Class C Common Stock, $0.001 par value, was
319,388.

As of August 4, 2006, the number of shares outstanding of the registrant’s Class A Common Stock, $0.001 par value,
was 24,363,499; the number of shares outstanding of the registrant’s Class B Common Stock, $0.001 par value, was
319,388; and the number of shares outstanding of the registrant’s Class C Common Stock, $0.001 par value, was
319,388.

EXPLANATORY NOTE-RESTATEMENT OF FINANCIAL INFORMATION

EXPLANATORY NOTE

<

In November 2006, Opteum Inc. (“Opteum”, “the Company”, “OPX”) reviewed its application of paragraph 6 of Statement
of Financial Accounting Standards (“SFAS”) No. 133, Accounting for Derivative Instruments and Hedging Activities, as
amended and interpreted, and its use with respect to interest rate lock commitments (“IRLCs”) at the Company’s taxable
REIT subsidiary, Opteum Financial Services, LLC (“OFS”).

IRLCs arise when a lender commits to an interest rate on a potential loan to a residential mortgage borrower. When a
potential borrower “locks” their rate, an obligation on the part of OFS is created to lend at the rate locked for a finite
period of time, typically 30 to 60 days. The IRLC does not obligate the borrower to close the loan, however. The
IRLC creates an obligation on OFS to lend at the locked rate for a prescribed period of time and under the parameters
of SFAS 133 must be measured at fair value with changes in fair value recognized in current period earnings.

Because IRLCs represent obligations on the part of OFS to lend at a set rate, as interest rates change subsequent to the
lock date, the market value of the obligation may either increase or decrease. This fluctuation in value is akin to
fluctuations in value of a closed loan with a fixed interest rate.

At the inception of an IRLC, the value of the IRLC is zero. OFS, as its principal business model, originates mortgage
loans for purposes of selling them for gain. Since IRLCs are treated as derivatives under SFAS 133, fluctuations in
their value are recognized into earnings in the period in which they occur. If the IRLC becomes a closed loan, the
basis of the closed loan is adjusted by the fluctuation in the market value of the IRLC from the lock date through the
loan closing date. In accordance with SFAS 91, Accounting for Nonrefundable Fees and Costs Associated with
Originating or Acquiring Loans and Initial Direct Costs of Leases, all direct revenues and expenses associated with
originating and closing the loan are also added to the basis of the loan. This establishes the cost basis of the loan.
From the date of closing until the date the loan is sold, loans are recorded at the lower of cost or market.

In financial statements previously filed for the period ended March 31, 2006, OFS did not reflect fluctuations in the
market value of IRLCs or closed loans through current period earnings. Under the accounting previously employed by
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OFS, an estimate of the ultimate gain on sale, adjusted for the probability that the IRLC would become a closed loan,
was ascribed to the basis of the loan. The probability of the loan closing was determined by an analysis of prior
experience. Accordingly, the prior accounting treatment employed by OFS did not capture fluctuations in market
value as prescribed by SFAS 133. Also, upon closing of a loan, OFS did not mark-to-market the value of the loan
through earnings and adjust the basis in the loan. Under this treatment, the ultimate gain or loss recognized on the sale
of the loan was unaffected, but the fluctuations in value of either the closed loan or the IRLC were not reflected in
earnings in the period in which they occurred.

The basis in a closed loan becomes the ultimate determinant of the gain or loss upon sale of the loan. Since OFS
typically sells all loans they originate or acquire within 90 days, the effect of reflecting fluctuations in value of either
IRLC:s or closed loans in current period earnings is typically offset in the following period as the gain or loss on sale
of the closed loan is either correspondingly higher or lower, owing to the basis adjustments described above.
Accordingly, in the case of OFS, fluctuations in the market value of IRLCs or closed loans typically do not change the
ultimate net income associated with the sale of mortgage loans.

For the six and three month periods ended June 30, 2006, the amounts recorded to mark to market the value of IRLCs
and mortgage loans held for sale at OFS were $3.3 million and ($0.8) million, respectively. These figures are inclusive
of adjustments needed to reconcile amounts previously recorded under OFS’ pre-existing method of accounting for
IRLCs and adjustments previously booked for the period ended March 31, 2006. Since OFS was not acquired until
November 3, 2005 by OPX, there was no effect on the period ended June 30, 2005.

The following table presents a reconciliation of previously reported net loss and restated net loss for the periods
indicated:

Six Months Ended  Three Months Ended

June 30, 2006 June 30, 2006
Previously reported net loss $ (8,776,004) $ (3,688,880)
Pre-tax adjustments:
Interest rate lock commitment mark to market (809,173) 3,270,755
Adjustment to net interest income and other (98,651) 293,200
Total pre-tax adjustments (907,824) 3,563,955
Related tax effects - benefit from 316,661 1,270,431
Net after-tax adjustments (591,163) 2,293,524
Restated net loss $ (9,367,167) $ (1,395,356)

Subsequent to the completion of the originally-filed financial statements for the period being restated, the Company
identified the adjustment to the IRLC mark to market, an adjustment to net interest income and additional minor
adjustments that should have been recorded in this earlier period. When these adjustments were identified, other than
the adjustment to the IRLC mark to market, management determined them to be immaterial, individually and in the
aggregate, to the originally-filed financial statements. Because OFS’ IRLC accounting required restatement, the
Company is also correcting these immaterial out-of-period adjustments by recording them in the proper periods. There
were no adjustments for the six and three month periods ended June 30, 2005.

The nature of these other adjustments are as follows. The Company corrected computational errors made in the
calculation of net interest income. The adjustment represents substantially all of the additional adjustment. The
balance of the other adjustment is related to various expense items previously recorded in the period in which they
were discovered.
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In connection with the merger with OFS in November of 2005, the Company recorded a liability in the amount of
$0.84 million related to compensation for past services to employees of OFS. The Company has

subsequently determined that there was no such obligation and has reversed the liability, which was established in
purchase accounting. The effect of the reversal of the liability, which is as a restatement adjustment, was to decrease
goodwill and accrued expenses by $0.84 million.

Other than the items described in Note 2 to the accompanying consolidated financial statements, as well as
adjustments to disclosures in other notes and, to be consistent with the restated financial statements, management’s
discussion and analysis, this amended Form 10-Q has not been updated for events occurring after August 8, 2006, the
date of the original filing of the Company’s 10-Q for the period ended June 30, 2006.
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MORTGAGE BACKED SECURITIES:
Pledged to counterparties, at fair value

ASSETS

Unpledged, at fair value

TOTAL MORTGAGE BACKED SECURITIES

Cash and cash equivalents

Restricted cash

Securities held for sale

Mortgage loans held for sale, net

Retained interests, trading

Mortgage servicing rights, net
Principal payments receivable

Accrued interest receivable
Other receivables, net
Property and equipment, net
Prepaid and other assets

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS'

LIABILITIES:

EQUITY

Repurchase agreements

Warehouse lines of credit and drafts payable

Other secured borrowings

Junior subordinated notes due to Bimini Capital

Trust I & II

Accrued interest payable
Unsettled security purchases

Dividends payable
Compensation and related benefits payable

Deferred tax liability

Accounts payable, accrued expenses and other

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY:

OPTEUM INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)
Restated-See Note
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June 30, 2006

3,402,489,691

4,798,323

3,407,288,014

71,416,035
1,080,000
987,716
756,029,170
88,395,952
96,637,099
18,519,079
16,107,455
10,229,903
17,113,546
21,323,948

4,505,127,917

3,306,887,250

736,969,786
104,825,432

103,097,000
25,490,425

6,318,383
801,667
7,387,044
13,771,096

4,305,548,083

December 31,

2005

3,493,490,046

539,313

3,494,029,359

130,510,948
2,310,000
2,782,548

894,237,630

98,010,592
86,081,594
21,497,365
15,740,475
24,512,118
16,067,170
19,321,766

4,805,101,565

3,337,598,362

873,741,429
104,886,339

103,097,000
30,232,719
58,278,701

18,360,679
26,417,996

4,552,613,225

1,223
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Preferred Stock, $0.001 par value; 10,000,000
shares authorized; designated, 1,800,000 shares
of Class A Redeemable and 2,000,000 shares as
Class B Redeemable; issued and outstanding at
December 31, 2005, 1,223,208 Class A
Redeemable and no Class B Redeemable; no
shares issued and outstanding at June 30, 2006
Class A Common Stock, $0.001 par value;
98,000,000 shares designated: 24,354,114 shares
issued and outstanding at June 30, 2006 and
24,129,042 shares issued and 23,567,242 shares
outstanding at December 31, 2005

Less Treasury Stock; 561,800 shares of Class A
Common Stock, at cost, at December 31, 2005
Class B Common Stock, $0.001 par value;
1,000,000 shares designated, 319,388 shares
issued and outstanding at June 30, 2006 and
December 31, 2005

Class C Common Stock, $0.001 par value;
1,000,000 shares designated, 319,388 shares
issued and outstanding at June 30, 2006 and
December 31, 2005

Additional paid-in capital

Accumulated other comprehensive loss
Accumulated deficit

TOTAL STOCKHOLDERS' EQUITY
TOTAL LIABILITIES AND STOCKHOLDERS’
EQUITY

24,354

319

319
333,692,307
(110,390,720)
(23,746,745)

199,579,834

$
4,505,127,917

See notes to consolidated financial statements.

$

24,129

(5,236,354)

319

319
342,230,342
(76,494,378)

(8,037,260)

252,488,340

4,805,101,565




INTEREST INCOME:
Interest income, net of
amortization of premium and
discount

Interest expense

NET INTEREST INCOME
NON-INTEREST INCOME:
LOSSES ON MORTGAGE
BANKING ACTIVITIES
GAINS ON SALES OF
MORTGAGE BACKED
SECURITIES

SERVICING INCOME:
Servicing fee income

Fair value adjustments to
mortgage servicing rights
NET SERVICING INCOME

OTHER NON-INTEREST
INCOME

TOTAL NON-INTEREST
INCOME(LOSS)

TOTAL NET REVENUES

DIRECT REIT OPERATING
EXPENSES

GENERAL AND
ADMINISTRATIVE
EXPENSES:
Compensation and related
benefits

Directors’ fees and liability
insurance

Audit, legal and other
professional fees
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OPTEUM INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Six Months Ended June 30,

Restated-See

Note 2
2006

$ 135,870,149
(116,707,064)

19,163,085

(2,881,661)

12,674,275
(10,830,079)
1,844,196
3,277,379
2,239,914

21,402,999

545,823

17,623,939
420,034

2,614,897

2005

67,818,574
(46,545,132)

21,273,442

1,982,382

1,982,382

23,255,824

623,918

2,522,610
306,973

360,600

Three Months Ended June 30,

Restated-See

Note 2
2006

$ 75,589,165

(60,517,703)

15,071,462

(5,878,391)

6,375,051
(2,767,598)
3,607,453
1,529,237
(741,701)

14,329,761

226,573

9,599,383
210,139

1,412,749

2005

$ 36,748,640

(26,453,422)

10,295,218

10,295,218

283,945

1,317,277
150,523
162,595

8
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Other interest expense 3,680,857 - 1,949,072 -
Other administrative expenses 18,534,558 315,485 9,596,707 162,479
TOTAL GENERAL AND

ADMINISTRATIVE

EXPENSES 42,874,285 3,505,668 22,768,050 1,792,874
TOTAL EXPENSES 43,420,108 4,129,586 22,994,623 2,076,819
(LOSS) INCOME BEFORE

INCOME TAXES (22,017,109) 19,126,238 (8,664,862) 8,218,399
INCOME TAX BENEFIT 12,649,942 - 7,269,506 -
NET (LOSS) INCOME $ (9,367,167) $ 19,126,238 $ (1,395,356) $ 8,218,399
BASIC AND DILUTED NET

(LOSS) INCOME PER SHARE

OF:

CLASS A COMMON STOCK $ (0.39) $ 0.90 $ (0.06) $ 0.39
CLASS B COMMON STOCK $ (0.38) $ 0.90 $ (0.06) $ 0.39

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING USED IN COMPUTING BASIC AND
DILUTED PER SHARE AMOUNTS:

CLASS A COMMON STOCK 23,704,908 20,846,479 23,970,333 20,896,789
CLASS B COMMON STOCK 319,388 319,388 319,388 319,388
CASH DIVIDENDS

DECLARED PER SHARE OF:

CLASS A COMMON STOCK $ 0.36 $ 0.93 $ 0.25 $ 0.40
CLASS B COMMON STOCK $ 0.36 $ 0.93 $ 0.25 $ 0.40

See notes to consolidated financial statements.
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OPTEUM INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (Unaudited)
Six Months Ended June 30, 2006
Restated-See Note 2

Common
Stock, Class A Accumulated
Amounts at Redeemable Additional Other
par value Preferred  Treasury Paid-in  Comprehensive Accumulated
Clagslass
ClassAB C Stock Stock Capital Loss Deficit Total

Balances,
December 31, $$ § $
2005 24,129819319 $1,223$(5,236,354)$342,230,342 $ (76,494,378) $(8,037,260) 252,488,340

Fair value

adjustment upon

adoption of SFAS

No. 156 (see Note

6) - - - - - - - 2,621,918 2,621,918
Issuance of Class

A Common Stock

for board

compensation and

equity plan

phantom share

exercises, net 91 - - - - 196,222 -
Conversion of

Class A

Redeemable

Preferred into

Class A Common 1,223 -
Treasury Stock

Purchases - - -
Retirement of

Treasury Stock (1,089) - -
Cash dividends

declared, March

2006 - - - - - - - (2,645,853) (2,645,853)
Cash dividends

declared, June

2006 - - - - - - - (6,318,383) (6,318,383)
Phantom shares

vested and

amortization of

equity plan

compensation, net - - - - - 1,129,718 - - 1,129,718
Stock issuance

costs - - - - - (128,384) - - (128,384)

196,313

(1,223) - - - - .

(4,500,326) - - (4,500,326)

9,736,680 (9,735,591) - = .

10



Net loss - - -
Unrealized loss on
available-for-sale
securities, net - - -

Comprehensive

loss - - -
Balances, June 30, $$ 3
2006 24.354319319

Edgar Filing: Opteum Inc. - Form 10-Q/A
- - - - (9,367,167) (9,367,167)

(33,896,342) - (33,896,342)
] ] ] - - (43,263,509)

$ $
$- $- 333,692,307 $(110,390,720)$(23,746,745) 199,579,834

See notes to consolidated financial statements.

11
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OPTEUM INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING
ACTIVITIES:

Net (loss) income

Adjustments to reconcile net (loss) income to net
cash provided by operating activities:

Losses on mortgage banking activities
Amortization of premium and discount on
mortgage backed securities

Decrease in residual interest in asset backed
securities

Decrease in securities held for sale

Increase in mortgage servicing rights, net
Deferred income tax benefit

Gains on sales of mortgage backed securities
Stock compensation

Depreciation and amortization

Changes in operating assets and liabilities:
Decrease in mortgage loans held for sale
Decrease in other receivables, net

Increase in accrued interest receivable
(Increase)/decrease in prepaids and other assets
(Decrease)/increase in accrued interest payable
(Decrease)/increase in accounts payable, accrued
expenses

and other

NET CASH PROVIDED BY OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING
ACTIVITIES:

From available-for-sale securities:
Purchases

Sales

Principal repayments

Purchases of property and equipment
NET CASH PROVIDED BY (USED IN)
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES:
Decrease in restricted cash

(Unaudited)

Six Months Ended June 30,

Restated-See

Note 2
2006

(9,367,167)

2,881,661
(7,409,186)
9,614,640
1,794,832
(7,933,587)
(10,973,635)

1,326,032
1,920,056

135,326,799
14,282,215
(366,980)
(2,159,177)
(4,742,294)
(4,999,216)

119,194,993

(706,141,129)

711,094,904
(2,809,438)

2,144,337

1,230,000

2005

19,126,238

14,844,054

(1,982,382)
1,195,799
73,693

(5,117,666)
363,782
16,265,162
121,024

44,889,704

(1,743,844,856)

172,040,665
561,313,859
(325,523)

(1,010,815,855)

5,927,000

12
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Proceeds from borrowings on Repurchase
Agreements

Principal payments on Repurchase Agreements
Net proceeds from trust preferred securities
offering

Decrease in warehouse lines of credit, drafts
payable and other secured borrowings
Stock issuance and other costs

Purchases of treasury stock

Cash dividends paid

NET CASH (USED IN) PROVIDED BY
FINANCING ACTIVITIES

NET CHANGE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS,
Beginning of the period

CASH AND CASH EQUIVALENTS, End of

the period $

OPTEUM INC

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONT’D)

SUPPLEMENTAL DISCLOSURES OF CASH
FLOW INFORMATION:
Cash paid during the period for interest $

SUPPLEMENTAL SCHEDULE OF
NONCASH INVESTING AND FINANCING

ACTIVITIES:

Cash dividends declared and payable, not yet $
paid

Unsettled security purchases $

Form 10-Q/A

11,637,052,539
(11,667,763,651)

(143,678,568)
(128,384)
(4,500,326)
(2,645,853)

(180,434,243)

(59,094,913)

130,510,948

71,416,035

(Unaudited)

$

8,593,751,445
(7,647,081,814)

48,443,337

(43,930)
(11,241,953)

989,754,085

23,827,934

128,942,436

152,770,370

Six Months Ended June 30,

Restated-See
Note 2
2006

125,130,215

6,318,383

See notes to consolidated financial statements.

2005

30,279,970

8,486,958
7,169,550

13
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OPTEUM INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
June 30, 2006

NOTE 1. RESTATEMENT, ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Restatement

On November 8, 2006, Opteum Inc. (“Opteum”, “the Company”, “OPX”’) announced that it would be restating its financial
statements for the interim periods ended March 31, 2006 and June 30, 2006. The accompanying financial statements

have been restated for the period ended June 30, 2006. The nature of the restatements and the effect on the restated
financial statement line items are discussed in Note 2. In addition, certain disclosures in the following notes have been
adjusted so as to be consistent with the restated financial statements. Other than the items described in Note 2, this
amended Form 10-Q has not been updated for events occurring after August 8, 2006, the date of the original Form

10-Q filing.

Organization and Business Description

Opteum Inc. (“Opteum”) was incorporated in Maryland on September 24, 2003, and commenced its planned business
activities on December 19, 2003, the date of the initial closing of a private issuance of its common stock.

On February 6, 2006, Opteum announced that its Board of Directors voted unanimously to change its name from
Bimini Mortgage Management, Inc. to Opteum Inc. On February 10, 2006, the corporate name change was effective
and its New York Stock Exchange ticker symbol was changed from “BMM” to “OPX.”

Opteum was formed to invest primarily in, but not limited to, residential mortgage related securities issued by the
Federal National Mortgage Association (more commonly known as Fannie Mae), the Federal Home Loan Mortgage
Corporation (more commonly known as Freddie Mac) and the Government National Mortgage Association (more
commonly known as Ginnie Mae). Opteum funds investments in its portfolio of mortgage backed securities (“MBS”’)
through borrowings under repurchase agreements. Opteum attempts to earn a net interest spread between the yield on
the investments in MBS and its borrowing costs.

Opteum has elected to be taxed as a real estate investment trust ("REIT") under the Internal Revenue Code of 1986, as
amended (the “Code”). In order to maintain its REIT qualification, Opteum must comply with a number of requirements
under federal tax law, including that it must distribute at least 90% of its annual REIT taxable income to its
stockholders, subject to certain adjustments. The portfolio management activity mentioned above comprises the REIT
qualifying operations of the Company.

On September 29, 2005, Opteum executed a definitive merger agreement with Opteum Financial Services, LLC
(“OFS”), a privately held home mortgage lender headquartered in Paramus, New Jersey. The transaction, in which OFS
became a wholly-owned taxable REIT subsidiary (“TRS”) of Opteum, closed on November 3, 2005 (see Note 3). OFS
acquires and originates mortgages that are either sold to third parties or securitized by Opteum Mortgage Acceptance
Corporation (“OMAC”). OFS services the mortgages securitized by OMAC.

As used in this document, terms such as the parent company, the registrant, “Opteum” and discussions related to REIT
qualifying activities or the general management of Opteum’s portfolio of MBS refers to “Opteum Inc.” Further, terms
used in this document such as, “OFS,” the TRS or non-REIT eligible assets refer to Opteum Financial Services, LLC
and its consolidated subsidiaries. Discussions relating to the “Company” refer to the consolidated entity (the

14
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combination of Opteum and OFS). The assets and activities that are not REIT eligible, such as mortgage origination,
acquisition and servicing activities, are conducted by OFS.

Interim Financial Statements

The accompanying interim financial statements reflect all adjustments, consisting of normal recurring items that, in
the opinion of management, are necessary for a fair presentation of the Company’s financial position, results of
operations, statement of stockholders’ equity and cash flows for the periods presented. These interim financial
statements have been prepared in accordance with disclosure requirements for interim financial information and
accordingly, they may not include all of the information and footnotes required by U.S. generally accepted accounting
principles (“GAAP”) for annual financial statements. The operating results for the interim period ended June 30, 2006,
are not necessarily indicative of results that can be expected for the year ended December 31, 2006. The operating
results of the interim period ended June 30, 2005, do not include the results of OFS, as the merger closed in November
2005. Certain June 30, 2005 amounts were reclassified to conform to the 2006 presentation. The financial statements
included as part of this Form 10-Q should be read in conjunction with the financial statements and notes thereto
included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2005.

Basis of Presentation and Use of Estimates

The accompanying consolidated financial statements are prepared on the accrual basis of accounting in accordance
with GAAP. The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Significant estimates affecting the accompanying financial statements include the fair values of
MBS, the prepayment speeds used to calculate amortization and accretion of premiums and discounts on MBS, the
deferred tax liability valuation, the valuation allowance on mortgage loans held for sale, the valuation of retained
interests, trading and the fair value of mortgage servicing rights.

Consolidation

The accompanying June 30, 2006, consolidated financial statements include the accounts of Opteum and its
wholly-owned subsidiary, OFS, as well the wholly-owned and majority-owned subsidiaries of OFS. All
inter-company accounts and transactions have been eliminated from the consolidated financial statements. The
financial statements for June 30, 2005, do not include the results of OFS, as the merger was finalized in November
2005.

As further described in Note 12, Opteum has a common share investment in two trusts used in connection with the
issuance of Opteum’s junior subordinated notes. Pursuant to the accounting guidance provided in Financial Accounting
Standards Board (“FASB”) Interpretation (“FIN’) No. 46, Consolidation of Variable Interest Entities, Opteum’s common
share investment in the trusts are not consolidated in the financial statements of Opteum, and accordingly, these
investments are accounted for using the equity method.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and highly liquid investments with original maturities of three months
or less. The carrying amount of cash equivalents approximates its fair value at June 30, 2006, and December 31, 2005.

Restricted cash represents cash held on deposit as collateral with certain repurchase agreement counterparties. Such
amounts may be used to make principal and interest payments on the related repurchase agreements.

Valuation of Mortgage Backed Securities
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The valuation of the Company’s investments in MBS is governed by SFAS No. 107, Disclosures about Fair Value of
Financial Instruments. SFAS No. 107, defines the fair value of a financial instrument as the amount at which the
instrument could be exchanged in a current transaction between willing parties. All REIT securities are reflected in the
financial statements at their estimated fair value as of June 30, 2006, and December 31, 2005. Estimated fair values
for MBS are based on the average of third-party broker quotes received and/or independent pricing sources when
available. However, the fair values reported reflect estimates and may not necessarily be indicative of the amounts the
Company could realize in a current market exchange.

In accordance with GAAP, the Company classifies its investments in MBS as either trading investments,
available-for-sale investments or held-to-maturity investments. Management determines the appropriate classification
of the securities at the time they are acquired and evaluates the appropriateness of such classifications at each balance
sheet date. Although the Company intends to hold its MBS until maturity, it may, from time to time, sell any of its
MBS as part of the overall management of the business. The Company classifies all of its securities as
available-for-sale and assets so classified are carried on the balance sheet at fair value and unrealized gains or losses
arising from changes in fair value are reported as other comprehensive income or loss as a component of stockholders'
equity.

When the fair value of an available-for-sale security is less than amortized cost, management considers whether there
is an other-than-temporary impairment in the value of the security. The decision is based on the credit quality of the
issue (agency versus non-agency and for non-agency, the credit performance of the underlying collateral), the security
prepayment speeds, the length of time the security has been in an unrealized loss position and our ability and intent to
hold securities. At June 30, 2006, the Company did not hold any non-agency securities in its portfolio. If, in
management's judgment, an other-than-temporary impairment exists, the cost basis of the security is written down in
the period to fair value and the unrealized loss is recognized of current period earnings.

Mortgage Loans Held for Sale

Mortgage loans held for sale represent mortgage loans originated and held by the Company pending sale to investors.
The mortgages are carried at the lower of cost or market as determined by outstanding commitments from investors or
current investor yield requirements calculated on the aggregate loan basis. Deferred net fees or costs are not amortized
during the period the loans are held for sale, but are recorded when the loan is sold. The Company generally, but not
always, sells or securitizes loans with servicing rights retained. These transfers of financial assets are accounted for as
sales for financial reporting purposes when control over the assets has been surrendered. Control over transferred
assets is surrendered when (i) the assets have been isolated from the Companys; (ii) the purchaser obtains the right, free
of conditions that constrain such purchaser from taking advantage of that right, to pledge or exchange the transferred
assets and (iii) the Company does not maintain effective control over the transferred assets through an agreement to
repurchase them before their maturity. These transactions are treated as sales in accordance with Statement of
Financial Accounting Standard (“SFAS”) No. 140 Accounting for Transfers and Servicing of Financial Assets and
Extinguishment of Liabilities. Gains or losses on such sales are recognized at the time legal title transfers to the
purchaser and are based upon the difference between the sales proceeds from the purchaser and the allocated basis of
the loan sold, adjusted for net deferred loan fees and certain direct costs and selling costs. A valuation allowance is
recorded to adjust mortgage loans held for sale to the lower of cost or market.

Retained Interest, Trading

The Company uses warehouse loan arrangements to finance the origination and purchase of pools of fixed and
adjustable-rate residential first mortgage loans (the “Mortgage Loans”). Subsequent to their origination or purchase,
OFS either sells these loans to third-party institutional investors through bulk sale arrangements or through
securitization transactions. The Company generally makes several representations and warranties regarding the
performance of the Mortgage Loans in connection with each sale or securitization. The Company accumulates the
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desired amount of Mortgage Loans and securitizes them in order to create marketable securities.

The Company, pursuant to a purchase and sale agreement, transfers the Mortgage Loans to OMAC, the wholly-owned
special purpose entity created for the execution of these securitizations.

OMALC then sells the Mortgage Loans to an institutional third-party to serve as Depositor, pursuant to a Mortgage
Loan Purchase and Servicing Agreement (“P&S Agreement”). Under this P&S Agreement, the Company makes general
representations and warranties for Mortgage Loans sold by the Company.

The Depositor then deposits the Mortgage Loans into a Real Estate Mortgage Investment Conduit trust (the “REMIC”)
where the rights to such Mortgage Loans are pooled and converted into marketable debt securities pursuant to the

P&S Agreement. These securities, issued by the REMIC, are divided into different classes of certificates (the
“Certificates”) with varying claims to payments received on the Mortgage Loans. These Certificates are transferred to
the Depositor in exchange for all of its rights in the Mortgage Loans deposited into the REMIC. Certain of these
Certificates are offered to the public (the “Public Certificates”) pursuant to a prospectus. These Public Certificates are
sold to underwriters on the closing date pursuant to an underwriting agreement. The proceeds from the sale of the
Public Certificates to the underwriters (less an underwriting discount) and the remaining non-publicly offered
Certificates are transferred to the Company as consideration for the Mortgage Loans sold to the Depositor pursuant to
the P&S Agreement.

Finally, the Company transfers the proceeds from the sale of the Public Certificates and the non-publicly offered
Certificates representing the residual interest in the REMIC to OMAC pursuant to the P&S Agreement. The additional
non-publicly offered Certificates, representing prepayment penalties and over-collateralization fundings (the
“Underlying Certificates”) are held by OMAC in anticipation of a net interest margin (“NIM”) securitization. Subsequent
to a securitization transaction as described above, the Company executes an additional securitization or

“resecuritization” of the Underlying Certificates being held by OMAC. This NIM securitization is typically transacted as
follows:

OMAC deposits the Underlying Certificates into a trust (the “NIM Trust”) pursuant to a deposit trust agreement. The
NIM Trust is a Delaware statutory trust. The NIM Trust, pursuant to an indenture, issues (i) notes (the “NIM Notes™)
representing interests in the Underlying Certificates and (ii) an owner trust certificate (the “Owner Trust Certificate™)
representing the residual interest in the NIM Trust. The NIM Notes are sold to third parties via private placement
transactions and the Owner Trust Certificate is transferred from OMAC to the Company in consideration for the
deposit of the Underlying Certificates. The Owner Trust Certificates from the Company’s various securitizations
represent the retained interest, trading on the consolidated balance sheet and are carried at fair value with changes in
fair value reflected in earnings.

Mortgage Servicing Rights

The Company recognizes mortgage servicing rights (“MSRs”) as an asset when separated from the underlying mortgage
loans in connection with the sale of such loans. Upon sale of a loan, the Company measures the retained MSRs by
allocating the total cost of originating a mortgage loan between the loan and the servicing right based on their relative
fair values. The estimated fair value of MSRs is determined by obtaining a market valuation from a specialist who
brokers MSRs. To determine the market valuation, the broker uses a valuation model that incorporates assumptions
relating to the estimate of the cost of servicing the loan, a discount rate, a float value, an inflation rate, ancillary

income of the loan, prepayment speeds and default rates that market participants use for acquiring similar servicing
rights. Gains or losses on the sale of MSRs are recognized when title and all risks and rewards have irrevocably

passed to the purchaser of such MSRs and there are no significant unresolved contingencies.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets. SFAS 156 amends
SFAS 140 with respect to the accounting for separately-recognized servicing assets and liabilities. SFAS 156 requires

17



Edgar Filing: Opteum Inc. - Form 10-Q/A

all separately-recognized servicing assets and liabilities to be initially measured at fair value and permits companies to
elect, on a class-by-class basis, to account for servicing assets and liabilities on either a lower of cost or market value
basis or a fair value measurement basis. The Company elected to early adopt SFAS 156 as of January 1, 2006, and to
measure all mortgage servicing assets at fair value (and as one class). Servicing assets and liabilities at December 31,
2005, were accounted for at the lower of amortized cost or market value. As a result of adopting SFAS 156, the
Company recognized a $2.6 million after-tax ($4.3 million pre-tax) increase in retained earnings as of January 1,
2006, representing the cumulative effect adjustment of re-measuring all servicing assets and liabilities that existed at
December 31, 2005, from a lower of amortized cost or market basis to a fair value basis.

Property and Equipment, net

Property and equipment, net, consisting primarily of computer equipment, office furniture, leasehold improvements,
land and building, is recorded at acquisition cost and depreciated using the straight-line method over the estimated
useful lives of the assets. Asset lives range from three years to thirty years depending on the type of asset. Property
and equipment at June 30, 2006, and December 31, 2005, is net of accumulated depreciation of $2.4 and $0.6 million,
respectively. Depreciation expense for the six and three months ended June 30, 2006, was $1.8 and $0.9 million,
respectively, and was $33,911 and $21,943 for the six and three months ended June 30, 2005, respectively.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business
combination. The Company’s goodwill all arose from the OFS merger. Contingent consideration paid in subsequent
periods under the terms of the OFS merger agreement, if any, would be considered acquisition costs and classified as
goodwill.

In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, the Company will subject its goodwill to at
least an annual assessment for impairment by applying a fair value-based test. If the carrying value exceeds the fair
value, goodwill is impaired. To date, there has been no impairment charge recorded for the Company’s goodwill.

At the time of the OFS merger the Company recorded goodwill in the amount of $2.1 million. During the six and three
month periods ended June 30, 2006 goodwill was increased by $1.0 million and $0.2 million, respectively, as a result
of additional legal and accounting fees incurred in connection with the merger. Goodwill was reduced by $0.84
million during the three month period ended June 30, 2006 in connection with the reversal of the purchase accounting
entry to record a liability associated with compensation to employees of OFS for prior services. The balance of
goodwill is $2.3 million at June 30, 2006.

Derivative Assets and Derivative Liabilities

OFS’ mortgage committed pipeline includes interest rate lock commitments (“IRLCs”) that have been extended to
borrowers who have applied for loan funding and meet certain defined credit and underwriting criteria. Effective with
the adoption of SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended, OFS
classifies and accounts for the IRLCs as derivatives. Accordingly, IRLCs are recorded at their fair value with changes
in fair value recorded to current earnings. Changes in fair value of IRLCs are determined based on changes in value of
similar loans observed over the period in question. OFS uses other derivative instruments to economically hedge the
IRLCs, which are also classified and accounted for as derivatives.

OFS’ risk management objective for its mortgage loans held for sale includes use of mortgage forward delivery
contracts designed as fair value derivative instruments to protect earnings from an unexpected change due to a decline
in value. Effective with the adoption of SFAS No. 133, OFS’ mortgage forward delivery contracts are recorded at their
fair value with changes in fair value recorded to current earnings. OFS also evaluates its contractual arrangements,
assets and liabilities for the existence of embedded derivatives.
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IRLCs and derivative assets or liabilities arising from OFS’ derivative activities are reported net and included

in “Mortgage loans held for sale, net” in the accompanying consolidated financial statements. Fluctuations in the fair
market value of IRLCs and other derivatives employed are reflected in the consolidated statement of operations under
the caption “Losses on mortgage banking activities.”

Repurchase Agreements

The Company finances the acquisition of its MBS through the use of repurchase agreements. Under these repurchase
agreements, the Company sells securities to a repurchase counterparty and agrees to repurchase the same securities in
the future for a price that is higher than the original sales price. The difference between the sales price that the
Company receives and the repurchase price that the Company pays represents interest paid to the repurchase
counterparty. Although structured as a sale and repurchase obligation, a repurchase agreement operates as a financing
under which the Company pledges its securities as collateral to secure a loan which is equal in value to a specified
percentage of the estimated fair value of the pledged collateral. The Company retains beneficial ownership of the
pledged collateral. At the maturity of a repurchase agreement, the Company is required to repurchase the underlying
MBS and concurrently receives back its pledged collateral from the repurchase counterparty or, with the consent of
the repurchase counterparty, the Company may renew such agreement at the then prevailing rate. These repurchase
agreements may require the Company to pledge additional assets to the repurchase counterparty in the event the
estimated fair value of the existing pledged collateral declines. As of June 30, 2006, and December 31, 2005, the
Company did not have any margin calls on its repurchase agreements that it was not able to satisfy with either cash or
additional pledged collateral.

Original terms to maturity of the Company’s repurchase agreements generally, but not always, range from one month
to twelve months; however, the Company is not precluded from entering into repurchase agreements with shorter or
longer maturities. Repurchase agreements are reflected in the financial statements at their costs, which approximates
their fair value because of the short-term nature of these instruments. Should a counterparty decide not to renew a
repurchase agreement at maturity, the Company must either refinance elsewhere or be in a position to satisfy this
obligation. If, during the term of a repurchase agreement, a counterparty files for bankruptcy, the Company could
experience difficulty recovering its pledged assets and may have an unsecured claim against the counterparty's assets
for the difference between the amount received by the Company and the estimated fair value of the collateral pledged
to such counterparty.

Interest Income Recognition on MBS

MBS are recorded at cost on the date the MBS are purchased or sold, which is generally the trade date. Realized gains
or losses from MBS transactions are determined based on the specific identified cost of the MBS. Interest income is
accrued based on the outstanding principal amount of the MBS and their stated contractual terms. Premiums and
discounts associated with the purchase of the MBS are amortized or accreted into interest income over the estimated
lives of the MBS adjusted for estimated prepayments using the effective interest method. Adjustments are made using
the retrospective method to the effective interest computation each reporting period. The adjustment is based on the
actual prepayment experiences to date and the present expectation of future prepayments of the underlying mortgages
and/or the current value of the indices underlying adjustable rate mortgage securities versus index values in effect at
the time of purchase or the last adjustment period.

Gain on Sale of Loans

The Company recognizes gain (or loss) on the sale of loans. Gains or losses on such sales are recognized at the time
legal title transfers to the purchaser of such loans based upon the difference between the sales proceeds from the
purchaser and the allocated basis of the loan sold, adjusted for net deferred loan fees and certain direct costs and
selling costs. The Company defers net loan origination costs and fees as a component of the loan balance on the

19



Edgar Filing: Opteum Inc. - Form 10-Q/A

balance sheet. Such costs are not amortized and are recognized into income as a component of the gain or loss upon
sale. Accordingly, salaries, commissions, benefits and other operating expenses of $30.2 million and $14.2 million
during the six and three months ended June 30, 2006, respectively, were capitalized as direct loan origination costs.
Loan fees related to the origination and funding of mortgage loans held for sale were $3.1 million and $1.5 million
during the six and three months ended June 30, 2006. The net (loss)/gain on sale of loans for the six and three months
ended June 30, 2006, was ($2.0) million and $5.1 million, respectively.

Servicing Fee Income

Servicing fee income is generally a fee based on a percentage of the outstanding principal balances of the mortgage
loans serviced by the Company (or by a subservicer where the Company is the master servicer) and is recorded as
income as the installment payments on the mortgages are received by the Company or the subservicer.

Comprehensive Income (Loss)

In accordance with SFAS No. 130, Reporting Comprehensive Income, the Company is required to separately report its
comprehensive income (loss) each reporting period. Other comprehensive income refers to revenue, expenses, gains
and losses that, under GAAP, are included in comprehensive income but are excluded from net income, as these
amounts are recorded directly as an adjustment to stockholders’ equity. Other comprehensive income (loss) arises from
unrealized gains or losses generated from changes in market values of securities classified as available-for-sale.

Comprehensive (loss) income is as follows:

Six Months Ended June 30, Three Months Ended June 30,

Restated-See Restated-
Note 2 See Note 2
2006 2005 2006 2005
Net (loss) income $ (9,367,167) $ 19,126,238 $ (1,395,356) $ 8,218,399
Realized gain on available-for-sale securities, net - (1,982,382) - -
Unrealized loss on available-for-sale securities,
net (33,896,342) (19,993,799) (22,471,988) (454,738)
Comprehensive (loss) income $ (43,263,509) $ (2,849,943)$ (23,867,344) $ 7,763,661

Stock-Based Compensation

The Company adopted SFAS No. 123(R), Share-Based Payment, on January 1, 2006, and this adoption did not have
an impact on the Company, as the Company had previously accounted for stock-based compensation using the fair
value based method prescribed by SFAS No. 123, Accounting for Stock-Based Compensation. For stock and
stock-based awards issued to employees, a compensation charge is recorded against earnings based on the fair value of
the award. For transactions with non-employees in which services are performed in exchange for the Company’s
common stock or other equity instruments, the transactions are recorded on the basis of the fair value of the service
received or the fair value of the equity instruments issued, whichever is more readily measurable at the date of
issuance.

Earnings Per Share
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The Company follows the provisions of SFAS No. 128, Earnings per Share, and the guidance provided in the FASB’s
Emerging Issues Task Force (“EITF”) Issue No. 03-6, Participating Securities and the Two-Class Method under FASB
Statement No. 128, Earnings Per Share, which requires companies with complex capital structures, common stock
equivalents or two (or more) classes of securities that participate in the declared dividends to present both basic and
diluted earnings per share (“EPS”) on the face of the statement of operations. Basic EPS is calculated as income
available to common stockholders divided by the weighted average number of common shares outstanding during the
period. Diluted EPS is calculated using the “if converted” method for common stock equivalents. However, the common
stock equivalents are not included in computing diluted EPS if the result is anti-dilutive.

Effective July 9, 2004, outstanding shares of Class B Common Stock, participating and convertible into Class A
Common Stock, became entitled to receive dividends in an amount equal to the dividends declared on each share of
Class A Common Stock if, as and when authorized and declared by the Board of Directors. Following the provisions
of EITF 03-6, shares of the Class B Common Stock are included in the computation of basic EPS using the two-class
method and, consequently, is presented separately from Class A Common Stock.

The shares of Class C Common Stock are not included in the basic EPS computation as these shares do not have
participation rights. The outstanding shares of Class C Common Stock, totaling 319,388 shares, are not included in the
computation of diluted EPS for the Class A Common Stock as the conditions for conversion into shares of Class A
Common Stock were not met.

Income Taxes

Opteum has elected to be taxed as a REIT under the Code. As further described below, Opteum’s TRS, OFS, is a
taxpaying entity for income tax purposes and is taxed separately from Opteum. Opteum will generally not be subject
to federal income tax on its taxable net income to the extent that Opteum distributes its taxable net income to its
stockholders and satisfies the ongoing REIT requirements, including meeting certain asset, income and stock
ownership tests. A REIT must generally distribute at least 90% of its net taxable income to its stockholders, of which
85% generally must be distributed within the taxable year, in order to avoid the imposition of an excise tax. The
remaining balance may be distributed up to the end of the following taxable year, provided the REIT elects to treat
such amount as a prior year distribution and meets certain other requirements.

OFS and its activities are subject to corporate income taxes and the applicable provisions of SFAS No. 109,
Accounting for Income Taxes. Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax basis. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

Recent Accounting Pronouncements

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments — an
amendment of FASB Statements No. 133 and 140. SFAS 155 permits an entity to measure at fair value any financial
instrument that contains an embedded derivative that otherwise would require bifurcation. As permitted, the Company
early adopted SFAS 155 in the first quarter of 2006. Adoption did not have any material effect on the Company’s
financial condition, results of operations or cash flows.

See Mortgage Servicing Rights above for a description of the adoption of SFAS No. 156, Accounting for Servicing of
Financial Assets.
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In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109 (FIN 48), which clarifies the accounting for uncertainty in tax positions.
This Interpretation requires that the Company recognize in its financial statements, the impact of a tax position, if that
position is more likely than not of being sustained on audit, based on the technical merits of the position. The
provisions of FIN 48 are effective as of the beginning of the 2007 fiscal year, with the cumulative effect, if any, of the
change in accounting principle recorded as an adjustment to opening retained earnings. The Company is currently
evaluating the impact, if any, of adopting FIN 48 on the financial statements.

NOTE 2. RESTATEMENT

In November 2006, Opteum Inc. (“Opteum”, “the Company”, “OPX”) reviewed its application of paragraph 6 of Statement
of Financial Accounting Standards (“SFAS”) No. 133, Accounting for Derivative Instruments and Hedging Activities, as
amended and interpreted, and its use with respect to interest rate lock commitments (“IRLCs”) at the Company’s taxable
REIT subsidiary, Opteum Financial Services, LLC (“OFS”).

IRLCs arise when a lender commits to an interest rate on a potential loan to a residential mortgage borrower. When a
potential borrower “locks” their rate, an obligation on the part of OFS is created to lend at the rate locked for a finite
period of time, typically 30 to 60 days. The IRLC does not obligate the borrower to close the loan, however. The
IRLC creates an obligation on OFS to lend at the locked rate for a prescribed period of time and under the parameters
of SFAS 133 must be measured at fair value with changes in fair value recognized in current period earnings.

Because IRLCs represent obligations on the part of OFS to lend at a set rate, as interest rates change subsequent to the
lock date, the market value of the obligation may either increase or decrease. This fluctuation in value is akin to
fluctuations in value of a closed loan with a fixed interest rate.

At the inception of an IRLC, the value of the IRLC is zero. OFS, as its principal business model, originates mortgage
loans for purposes of selling them for gain. Since IRLCs are treated as derivatives under SFAS 133, fluctuations in
their value are recognized into earnings in the period in which they occur. If the IRLC becomes a closed loan, the
basis of the closed loan is adjusted by the fluctuation in the market value of the IRLC from the lock date through the
loan closing date. In accordance with SFAS 91, Accounting for Nonrefundable Fees and Costs Associated with
Originating or Acquiring Loans and Initial Direct Costs of Leases, all direct revenues and expenses associated with
originating and closing the loan are also added to the basis of the loan. This establishes the cost basis of the loan.
From the date of closing until the date the loan is sold, loans are recorded at the lower of cost or market.

In financial statements previously filed for the period ended March 31, 2006, OFS did not reflect fluctuations in the
market value of IRLCs or closed loans through current period earnings. Under the accounting previously employed by
OFS, an estimate of the ultimate gain on sale, adjusted for the probability that the IRLC would become a closed loan,
was ascribed to the basis of the loan. The probability of the loan closing was determined by an analysis of prior
experience. Accordingly, the prior accounting treatment employed by OFS did not capture fluctuations in market
value as prescribed by SFAS 133. Also, upon closing of a loan, OFS did not mark-to-market the value of the loan
through earnings and adjust the basis in the loan. Under this treatment, the ultimate gain or loss recognized on the sale
of the loan was unaffected, but the fluctuations in value of either the closed loan or the IRLC were not reflected in
earnings in the period in which they occurred.

The basis in a closed loan becomes the ultimate determinant of the gain or loss upon sale of the loan. Since OFS
typically sells all loans they originate or acquire within 90 days, the effect of reflecting fluctuations in value of either
IRLC:s or closed loans in current period earnings is typically offset in the following period as the gain or loss on sale
of the closed loan is either correspondingly higher or lower, owing to the basis adjustments described above.
Accordingly, in the case of OFS, fluctuations in the market value of IRLCs or closed loans typically do not change the
ultimate net income associated with the sale of mortgage loans.
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For the six and three month periods ended June 30, 2006, the amounts recorded to mark to market the value of IRLCs
and mortgage loans held for sale at OFS were $3.3 million and ($0.8) million, respectively. These figures are inclusive
of adjustments needed to reconcile amounts previously recorded under OFS’ pre-existing method of accounting for
IRLCs and adjustments previously booked for the period ended March 31, 2006. Since OFS was not acquired until
November 3, 2005 by OPX, there was no effect on the period ended June 30, 2005.

The following table presents a reconciliation of previously reported net loss and restated net loss for the periods
indicated:

Six Months Ended  Three Months Ended

June 30, 2006 June 30, 2006
Previously reported net loss $ (8,776,004) $ (3,688,880)
Pre-tax adjustments:
Interest rate lock commitment mark to market (809,173) 3,270,755
Adjustment to net interest income and other (98,651) 293,200
Total pre-tax adjustments (907,824) 3,563,955
Related tax effects - benefit from 316,661 1,270,431
Net after-tax adjustments (591,163) 2,293,524
Restated net loss $ (9,367,167) $ (1,395,356)

Subsequent to the completion of the originally-filed financial statements for the period being restated, the Company
identified the adjustment to the IRLC mark to market, an adjustment to net interest income and additional minor
adjustments that should have been recorded in this earlier period. When these adjustments were identified, other than
the adjustment to the IRLC mark to market, management determined them to be immaterial, individually and in the
aggregate, to the originally-filed financial statements. Because OFS’ IRLC accounting required restatement, the
Company is also correcting these immaterial out-of-period adjustments by recording them in the proper periods. There
were no adjustments for the six and three month periods ended June 30, 2005.

The nature of these other adjustments are as follows. The Company corrected computational errors made in the
calculation of net interest income. The adjustment represents substantially all of the additional adjustment. The
balance of the other adjustment is related to various expense items previously recorded in the period in which they
were discovered.

In connection with the merger with OFS in November of 2005, the Company recorded a liability in the amount of
$0.84 million related to compensation for past services to employees of OFS. The Company has subsequently
determined that there was no such obligation and has reversed the liability, which was established in purchase
accounting. The effect of the reversal of the liability, which is as a restatement adjustement, was to decrease goodwill
and accrued expenses by $0.84 million.

Other than the items described in Note 2 to the accompanying consolidated financial statements, as well as
adjustments to disclosures in other notes and, to be consistent with the restated financial statements, management’s
discussion and analysis, this amended Form 10-Q has not been updated for events occurring after August 8, 2006, the
date of the original filing of the Company’s 10-Q for the period ended June 30, 2006.

The following is a presentation of the effects of the restatement on the Company’s consolidated balance sheet as of

June 30, 2006, and consolidated statements of operations for the six and three month periods ended June 30, 2006 and
consolidated statement of cash flows for the six month period ended June 30, 2006.
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OPTEUM INC.

CONSOLIDATED BALANCE SHEETS

MORTGAGE BACKED SECURITIES:
Pledged to counterparties, at fair value $

Unpledged, at fair value

TOTAL MORTGAGE BACKED SECURITIES

Cash and cash equivalents

Restricted cash

Securities held for sale
Mortgage loans held for sale, net
Retained interests, trading
Mortgage servicing rights, net
Principal payments receivable
Accrued interest receivable
Other receivables, net

Property and equipment, net
Prepaid and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS'

LIABILITIES:

Repurchase agreements

Warehouse lines of credit and drafts payable

Other secured borrowings

Junior subordinated notes due to Bimini Capital

Trust I & 1T

Accrued interest payable
Unsettled security purchases
Dividends payable

Compensation and related benefits payable

Deferred tax liability

Accounts payable, accrued expenses and other

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY:

Previously
Reported

3,402,507,367
4,780,647

3,407,288,014

71,416,035
1,080,000
987,716
756,838,343
88,395,952
96,637,099
18,519,079
16,107,413
10,229,903
17,113,546
22,163,947
4,506,777,047

3,306,887,250
736,969,786
104,825,432

103,097,000
25,490,425

6,318,383
801,667
7,703,705
14,607,421

4,306,701,069

June 30, 2006
(Unaudited)

Restated

3,402,489,691
4,798,323

3,407,288,014

71,416,035
1,080,000
987,716
756,029,170
88,395,952
96,637,099
18,519,079
16,107,413
10,229,903
17,113,546
21,323,948
4,505,127,917

3,306,887,250
736,969,786
104,825,432

103,097,000
25,490,425

6,318,383
801,667
7,387,044
13,771,096

4,305,548,083
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Preferred stock, $0.001 par value; 10,000,000

shares authorized; designated, 1,800,000 shares

as Class A Redeemable and 2,000,000 shares as

Class B Redeemable; shares issued and

outstanding at March 31, 2006 and December 31,

2005, 1,223,208 Class A Redeemable and no

Class B Redeemable

Class A common stock, $0.001 par value;

98,000,000 shares designated; 24,172,598 shares

issued and 23,083,498 shares outstanding at

March 31, 2006, and 24,129,042 shares issued

and 23,567,242 shares outstanding at December

31, 2005 24,354 24,354
Class B common stock, $0.001 par value;

1,000,000 shares designated, 319,388 shares

issued and outstanding at March 31, 2006 and

December 31, 2005 319 319
Class C common stock, $0.001 par value;

1,000,000 shares designated, 319,388 shares

issued and outstanding at March 31, 2006 and

December 31, 2005 319 319
Additional paid-in capital 333,692,307 333,692,307
Accumulated other comprehensive loss (110,485,739) (110,390,720)
Accumulated deficit (23,155,582) (23,746,745)
TOTAL STOCKHOLDERS' EQUITY 200,075,978 199,579,834
TOTAL LIABILITIES & STOCKHOLDERS’ $

EQUITY 4,506,777,047 $ 4,505,127,917
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INTEREST INCOME:
Interest income, net of
amortization of premium and
discount

Interest expense

NET INTEREST INCOME
LOSSES ON MORTGAGE
BANKING ACTIVITIES
GAINS ON SALES OF
MORTGAGE BACKED
SECURITIES

SERVICING INCOME:
Servicing fee income

Fair value adjustments to
mortgage servicing rights
NET SERVICING INCOME

OTHER INCOME
TOTAL NON-INTEREST
INCOME(LOSS)

TOTAL NET REVENUES
DIRECT REIT OPERATING

EXPENSES
GENERAL AND

ADMINISTRATIVE EXPENSES:

Compensation and related benefits
Directors’ fees and liability
insurance

Audit, legal and other professional
fees

Other interest expense

Other administrative expenses
TOTAL GENERAL AND
ADMINISTRATIVE EXPENSES
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Three Months Ended June 30,

Previously
Reported

$ 75,293,511

(60,518,293)
14,775,218

(9,149,146)

6,375,051

(2,767,598)
3,607,453

1,529,237
(4,012,456)

10,762,762

226,573

9,596,327

210,139
1,412,749
1,949,072
9,596,719

22,765,006

OPTEUM INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Six Months Ended June 30, 2006
Previously

Reported Restated
$ 135,965,632 $ 135,870,149
(116,707,064) (116,707,064)
19,258,568 19,163,085
(2,072,488) (2,881,661)
12,674,275 12,674,275
(10,830,079) (10,830,079)
1,844,196 1,844,196
3,277,379 3,277,379
3,049,087 2,239,914
22,307,655 21,402,999
545,823 545,823
17,620,883 17,623,939
420,034 420,034
2,614,897 2,614,897
3,680,857 3,680,857
18,534,446 18,534,558
42,871,117 42,874,285
43,416,940 43,420,108

TOTAL EXPENSES

22,991,579

Restated

$ 75,589,165

(60,517,703)
15,071,462

(5,878,391)

6,375,051

(2,767,598)
3,607,453

1,529,237
(741,701)

14,329,761

226,573

9,599,383
210,139
1,412,749
1,949,072
9,596,707
22,768,050
22,994,623
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(LOSS) INCOME BEFORE

INCOME TAXES (21,109,285) (22,017,109) (12,228,817) (8,664,862)
INCOME TAX

(PROVISION)BENEFIT 12,333,281 12,649,942 8,539,937 7,269,506
NET (LOSS) $ (8,776,004) $ (9,367,167) $ (3,688,880) $ (1,395,356)
BASIC AND DILUTED NET

(LOSS) PER SHARE OF:

CLASS A COMMON STOCK $ (0.37) $ (0.39) $ (0.15) $ (0.06)
CLASS B COMMON STOCK $ (0.36) $ (0.38) $ (0.15) $ (0.06)

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING USED IN COMPUTING BASIC AND
DILUTED PER SHARE AMOUNTS:

CLASS A COMMON STOCK 23,704,908 23,704,908 23,970,333 23,970,333
CLASS B COMMON STOCK 319,388 319,388 319,388 319,388
CASH DIVIDENDS DECLARED

PER SHARE OF:

CLASS A COMMON STOCK $ 0.36 $ 0.36 $ 0.25 $ 0.25
CLASS B COMMON STOCK $ 0.36 $ 0.36 $ 0.25 $ 0.25
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

CASH FLOWS FROM OPERATING
ACTIVITIES:

Net (loss)

Adjustments to reconcile net (loss) to net cash
provided by operating activities:

Losses on mortgage banking activities
Amortization of premium and discount on
mortgage backed securities

Decrease in residual interest in asset backed
securities

Decrease in securities held for sale

Increase in 