- 8937 Report of Organizational Actions

(December 2017) Affecting Basis of Securities OMB No. 1545-0123
Department of the T
mféﬁafnp?gve?meeseﬁﬁw » See separate instructions.

a4l Reporting Issuer

1 Issuer's name 2 Issuer's employer identification number (EIN)
MTGE Investment Corp. (by successor: Annaly Capital Management, Inc.) 45-0907772

3 Name of contact for additional information | 4 Telephone No. of contact 5 Email address of contact
Investor Inquiries 1-888-826-6259 investor@annaly.com

6 Number and street (or P.O. box if mail is not delivered to street address) of contact 7 City, town, or post office, state, and ZIP code of contact
1211 Avenue of the Americas, 41st Fl New York, NY 10036

8 Date of action 9 Classification and description
September 7 2018 MTGE Investment Corp. common stock
10 CUSIP number 11 Serial number(s) 12 Ticker symbol 13 Account number(s)

5578A105 N/A MTGE N/A

T d|l  Organizational Action Attach additional statements if needed. See back of form for additional questions.
14  Describe the organizational action and, if applicable, the date of the action or the date against which shareholders' ownership is measured for
the action > please see Attachment.

15 Describe the quantitative effect of the organizational action on the basis of the security in the hands of a U.S. taxpayer as an adjustment per
share or as a percentage of old basis » p|ease see Attachment.

16  Describe the calculation of the change in basis and the data that supports the calculation, such as the market values of securities and the
valuation dates > please see Attachment.

For Paperwork Reduction Act Notice, see the separate Instructions. Cat. No. 37752P Form 8937 (12-2017)
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I Organizational Action (continued)

47  List the applicable Internal Revenue Code section{s) and subsection(s) upon which the tax treatment is based »  The applicable Internal
Revenue Code sections inctude Sections 302, 354, 356, 358,368, 1001 and 1221 and the Treasury regulations promulgated thereunder.

18  Can any resulting loss be recognized? Please see Attachrment.

19 Provide any other information necessary to implement the adjustment, such as the reportable tax year » The transaction occusred during the
calendar vear ending December 31, 2018.

pa—
Under penalties of perjury, { dectare that { have exaghined this return, including accompanying schedules and statements, and to the best of my knowledge and
belief, it is true, correct, and complete. Deglaration gf preparer (othar than officer) is based on all infarmation of which preparer has any knowledge.
Sign
Here Sigrature » Date & 0[ ' OT / 2ol q
Print your name » Glenn A. Votek Title»  Chief Financial Officer
Paid Print/Type preparer's name Preparer’s signature Date Check [_] if PTIN
self-employed
Preparer Poy
Use only Firm's name  » Firm's EIN M
Firm's address & Phone no.

Send Form 8937 (including accompanying statements) to: Department of the Treasury, Internal Revenue Service, Ogden, UT 84201-0054




Attachment to FORM 8937
MTGE Investment Corp.
(by successor: Annaly Capital Management, Inc.)
EIN: 45-0907772

This document, Form 8937 and the information contained herein is being provided pursuant to the requirements of
Section 6045B of the Internal Revenue Code of 1986, as amended (the "Code"). The information contained herein
does not constitute tax advice and does not purport to be a complete description of the consequences that may apply
to particular categories of shareholders. Shareholders should consult their own tax advisor regarding the particular
consequences of the Merger (as defined below) as it applies to them, including the applicability and effect of all U.S.
federal, state, and local and foreign tax laws. In addition, Shareholders should read the final prospectus filed on May
2, 2018 with the Securities and Exchange Commission (“SEC”) in connection with the Merger and the discussion under
the heading "Material U.S. Federal Income Tax Considerations."

Part ll, Question 14 - Describe the organizational action and, if applicable, the date of the action or the date against
which shareholders' ownership is measured for the action.

Pursuant to the merger agreement, dated as of May 2, 2018 (the “Merger Agreement”), among Annaly Capital
Management, Inc. (NYSE:NLY) (“Annaly”), MTGE Investment Corp. (Nasdaq: MTGE) (“MTGE”) and Mountain Merger Sub
Corporation, a wholly owned subsidiary of Annaly (“Merger Sub”), Annaly commenced a tender offer (the “Offer”) to
acquire the outstanding shares of MTGE common stock for the consideration described below. The Offer expired at 7:00
a.m., Eastern Time, on September 7, 2018. On September 7, 2018, pursuant to the Merger Agreement, MTGE merged
with and into Merger Sub, with Merger Sub continuing as the surviving corporation (the “Merger” and, together with
the Offer, the “Transaction”).

Pursuant to the terms of the Merger Agreement, each share of MTGE common stock not already owned by Annaly or
its subsidiaries was converted into the right, at the election of the shareholder, to receive:

(a) $9.82 in cash and 0.9519 shares of Annaly common stock (the “Mixed Consideration”);
(b) $19.65 in cash (the “All-Cash Consideration Option”); or
(c) 1.9037 shares of Annaly common stock (the “All-Stock Consideration Option”).

MTGE shareholders electing the All-Stock Consideration Option were subject to proration under the terms of the
Merger Agreement so that approximately 50.0% of the aggregate consideration in the offer was paid in shares of
Annaly common stock and approximately 50.0% of the aggregate consideration in the offer was paid in cash.

No fractional shares of Annaly common stock were issued to shareholders pursuant to the Transaction. Instead, each
shareholder who otherwise would have been entitled to receive a fractional share of Annaly common stock received an
amount of cash equal to such fractional share of Annaly common stock multiplied by the Parent Trading Price (as
defined in the Merger Agreement).

Part I, Question 15 - Describe the quantitative effect of the organizational action on the basis of the security in the
hands of a U.S. taxpayer as an adjustment per share or as a percentage of old basis.

It was intended for the Transaction to qualify as a "reorganization" within the meaning of Section 368(a) of the Code. In
general, and as described in more detail in the final prospectus filed with the SEC, the U.S. federal income tax
consequences to shareholders who received shares of Annaly common stock and/or cash in exchange for MTGE



common stock pursuant to the Transaction generally are as follows:
Shareholders Who Received Solely Cash

A shareholder who received solely cash in exchange for MTGE common stock generally will recognize gain or loss in an
amount equal to the difference between the amount of cash received and such shareholder’s tax basis in the MTGE
common stock surrendered.

Shareholders Who Received a Combination of Shares of Annaly Common Stock and Cash

A shareholder who received a combination of Annaly common stock and cash (other than cash in lieu of a fractional
share of Annaly common stock) in exchange for MTGE common stock generally will recognize gain (but not loss) in an
amount equal to the lesser of (1) the sum of the amount of cash (other than cash received in lieu of a fractional share of
Annaly common stock) and the fair market value of the Annaly common stock received, minus the adjusted tax basis of
the MTGE common stock surrendered in exchange therefor, and (2) the amount of cash received by the shareholder
(other than cash received in lieu of a fractional share of Annaly common stock).

Pursuant to Section 358 of the Code, each shareholder that received Annaly common stock in the Transaction will need
to allocate its tax basis in the MTGE common stock immediately before the Transaction to the shares of Annaly common
stock received in the Transaction. The aggregate tax basis of Annaly common stock received by each shareholder
(including any fractional shares deemed received and exchanged for cash) will equal the aggregate tax basis of such
shareholder’s MTGE common stock surrendered, (a) decreased by the amount of cash received by such shareholder in
the Transaction (excluding cash received in lieu of a fractional share of Annaly common stock) and (b) increased by the
amount of gain (including any gain treated as a dividend), if any, recognized by the shareholder on the receipt of such
other consideration (excluding gain recognized as a result of received cash in lieu of a fractional share of Annaly
common stock).

Cash in Lieu of a Fractional Share

A shareholder that received cash in lieu of a fractional share of Annaly common stock generally will be treated as having
received such fractional share in the Transaction and then as having received cash in exchange for such fractional share.
Gain or loss generally will be recognized based on the difference between the amount of cash received in lieu of the
fractional share and the tax basis allocated to such fractional share of Annaly common stock.

Gain/Loss Characterization and Separate Blocks of Shares

Any gain or loss recognized by a shareholder will be long-term capital gain or loss if, as of the date of the Merger, the
shareholder’s holding period for the MTGE common stock surrendered was greater than one year. The deductibility
of capital losses is subject to limitations.

If a U.S. holder of MTGE common stock acquired different blocks of shares at different times or at different prices, any
gain or loss will be determined separately with respect to each block of MTGE common stock, and such U.S. holder's
basis and holding period in its Annaly common stock received in the offer and/or the Merger may be determined with
reference to each identifiable block of MTGE common stock.

Part I, Question 16 - Describe the calculation of the change in basis and the data that supports the calculation, such as
the market values of securities and the valuation dates.




See Question 15 above for a general description of the U.S. federal income tax consequences of the Transaction to a
shareholder, including the determination of such shareholder’s basis in any Annaly common stock received in the
Transaction. A reasonable estimate of the fair market value of one share of Annaly common stock at the effective time
of the Merger would be $10.515 per share, which is the average of the high and low trading prices of Annaly common
stock on September 7, 2018. However, fair market value is generally a facts and circumstances determination and other
reasonable methods may apply for determining fair market value. Shareholders are urged to consult their own tax
advisor regarding the calculation of gain in the Transaction.

Part ll, Question 18 - Can any resulting loss be recognized?

Shareholders receiving (1) All-Stock Consideration or (2) Mixed Consideration will not recognize any loss, except with
respect to cash received in lieu of a fractional share of Annaly common stock. Shareholders receiving All-Cash
Consideration will recognize any loss with respect to the cash received in exchange for their shares of MTGE common
stock.

A shareholder that received cash in lieu of a fractional share of Annaly common stock generally will be treated as having
received such fractional share in the Transaction and then as having received the cash in exchange for such fractional
share. Any loss recognized will be based on the difference between the amount of cash received in lieu of the fractional
share and the tax basis allocated to such fractional share of Annaly common stock.

Shareholders should see Question 15 above and consult their own tax advisor regarding the particular consequences as
it applies to them.





