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Clayton Holdings, Inc.

2 Corporate Drive
Shelton, Connecticut 06484
(203) 926-5600

May 21, 2008
MERGER PROPOSED YOUR VOTE IS IMPORTANT

Dear Stockholder:

You are cordially invited to attend a special meeting of the stockholders of Clayton Holdings, Inc. which will be held at the offices of
Goodwin Procter LLP, located at One Exchange Place, Boston, Massachusetts 02109, on Wednesday, June 25, 2008, at 11:00 a.m., local time.

At the special meeting, we will ask you to consider and vote on a proposal to approve and adopt a merger agreement that we entered into
with Cobra Green LLC and Cobra Acquisition Corp., a wholly-owned subsidiary of Cobra Green, on April 13, 2008. If our stockholders approve
and adopt the merger agreement and the merger is completed, we will become a wholly-owned subsidiary of Cobra Green, and you will be
entitled to receive $6.00 in cash, without interest and less any applicable withholding taxes, for each share of Clayton common stock that you
own.

After careful consideration, our board of directors, by the unanimous vote of all directors present, approved the merger agreement
and determined that the merger and the merger agreement are fair to, advisable and in the best interests of our company and our
stockholders. Our board of directors recommends that you vote "FOR' the approval and adoption of the merger agreement.

The accompanying proxy statement provides a detailed description of the proposed merger, the merger agreement and related matters. We
urge you to read these materials carefully.

Your vote is very important. Approval and adoption of the merger agreement requires the affirmative vote of the holders of a majority
of the outstanding shares of Clayton common stock entitled to vote at the special meeting. Therefore, failure to vote will have the same effect as
a vote against the approval and adoption of the merger agreement.

Whether or not you are able to attend the special meeting in person, please complete, sign and date the enclosed proxy card and
return it in the envelope provided as soon as possible, or submit your proxy by telephone or the Internet. If you have Internet access, we
encourage you to record your vote via the Internet. This action will not limit your right to vote in person at the special meeting.

If you have any questions or need assistance voting your shares, please call our proxy solicitor, D.F. King & Co., Inc., at 1-800-848-2998.
Thank you for your cooperation and your continued support of Clayton Holdings, Inc.

Sincerely,

Frank P. Filipps

Chairman of the Board of
Directors
and Chief Executive Officer
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This proxy statement is dated May 21, 2008 and is first being mailed to stockholders on or about May 23, 2008.
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Clayton Holdings, Inc.

2 Corporate Drive
Shelton, Connecticut 06484
(203) 926-5600

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held On Wednesday, June 25, 2008

To the Stockholders of Clayton Holdings, Inc.:

We will hold a special meeting of the stockholders of Clayton Holdings, Inc. at the offices of Goodwin Procter LLP, located at One
Exchange Place, Boston, Massachusetts 02109, on Wednesday, June 25, 2008, at 11:00 a.m., local time, to consider and act upon the following
matters:

To approve and adopt the Agreement and Plan of Merger dated as of April 13, 2008, among Clayton Holdings, Inc.
("Clayton Holdings", "Clayton" or "we", "us", "our", "ours", etc.), Cobra Green LLC ("Cobra Green") and Cobra
Acquisition Corp., a wholly-owned subsidiary of Cobra Green (the "Merger Subsidiary"), pursuant to which each holder of
shares of Clayton common stock will be entitled to receive $6.00 in cash, without interest and less any applicable

withholding taxes, for each share of Clayton common stock held by such holder;

To approve a proposal to adjourn the special meeting, if necessary, to solicit additional proxies in favor of approval and
adoption of the merger agreement; and

To transact such other business as may properly come before the special meeting or any adjournment or postponement
thereof, including to consider any procedural matters incident to the conduct of the special meeting.

A copy of the merger agreement is attached as Annex A to the accompanying proxy statement.

Only holders of record of Clayton common stock as of the close of business on May 16, 2008 are entitled to the notice of, and to vote at, the
special meeting and any adjournment or postponement of the special meeting. Approval and adoption of the merger agreement requires the
affirmative vote of the holders of a majority of the outstanding shares of Clayton common stock entitled to vote at the special meeting.

Whether or not you are able to attend the special meeting in person, please complete, sign and date the enclosed proxy card and return it in
the envelope provided as soon as possible, or submit your proxy by telephone or the Internet. If you have Internet access, we encourage you to
record your vote via the Internet. This action will not limit your right to vote in person at the special meeting. If you fail to vote by proxy or in
person, it will have the same effect as a vote against the approval and adoption of the merger agreement. If you return a properly signed proxy
card but do not indicate how you want to vote, your proxy will be counted as a vote "FOR" approval and adoption of the merger agreement.

The Clayton board of directors recommends that stockholders vote '""FOR'' approval and adoption of the merger agreement.

If the merger is completed, Clayton stockholders who do not vote in favor of the approval and adoption of the merger agreement will have
the right to seek appraisal of the fair value of their shares of Clayton common stock, as determined by the Delaware Court of Chancery under
applicable provisions of Delaware law. A copy of the applicable Delaware statutory provisions is included as Annex C to the accompanying
proxy statement, and a summary of these provisions can be found under the section entitled "Appraisal Rights" beginning on page 53 in the
accompanying proxy statement.
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Please note that space limitations make it necessary to limit attendance at the special meeting to stockholders as of the record date (or their
authorized representatives). If you attend, please note that you may be asked to present valid photo identification. If your shares are held by a
bank or broker, please bring to the special meeting your statement evidencing your beneficial ownership of common stock. The list of
stockholders entitled to vote at the special meeting will be available for inspection at our principal executive offices at 2 Corporate Drive,
Shelton, Connecticut 06484 during ordinary business hours at least 10 days before the special meeting.

By Order of the Board of
Directors,

Steven L. Cohen
Secretary

Shelton, Connecticut
May 21, 2008
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SUMMARY TERM SHEET

This summary highlights selected information from this proxy statement and may not contain all of the information that is important to you.
Accordingly, we urge you to read carefully this entire proxy statement and the annexes to this proxy statement. We have included page
references parenthetically to direct you to a more complete description of the topics in this summary.

"o "o "on

In this proxy statement, the terms "we," "us," "our,” "our company,"” "Clayton" and "Clayton Holdings" refer to Clayton Holdings, Inc. and
the term "Cobra Green" refers to Cobra Green LLC.

The Companies

Clayton Holdings, Inc.

2 Corporate Drive

Shelton, Connecticut 06484
(203) 926-5600
www.clayton.com

Clayton Holdings, Inc. was founded in 2005 through the union of Clayton Services, Inc., a leading provider of integrated loan and portfolio
analysis, operations support and consulting services to the primary, capital and investor markets, and The Murrayhill Company, a leader in the
securities surveillance and credit risk management business. Clayton has since added a number of companies to its corporate structure. In each
case, Clayton has expanded its offerings to provide our clients greater capabilities and deeper services in the areas of analytics, consulting and
outsourcing.

Cobra Green LLC

c/o Greenfield Partners, LLC

50 North Water Street

South Norwalk, Connecticut 06854
(203) 354-5000

Cobra Green LLC, a Delaware limited liability company, was formed exclusively for the purpose of entering into the merger agreement and
consummating the transactions contemplated by the merger agreement. Cobra Green has not engaged in any business except in anticipation of
the merger. Cobra Green is affiliated with Greenfield Acquisition Partners V, L.P., an affiliate of Greenfield Partners, LLC.

Greenfield Partners, LLC is a private partnership that specializes in real estate and related investments on behalf of itself and a select group
of private and institutional partners. Since inception in 1997, Greenfield Partners, LLC has secured in excess of $3.5 billion in equity
commitments to eight (8) different investment funds and operates in both North America and abroad. The firm's most recent funds are
Greenfield Acquisition Partners V, L.P. and Greenfield Land Partners II, L.P., which have equity commitments of $1.0 billion and $400 million,
respectively.

Cobra Acquisition Corp.

c/o Greenfield Partners, LLC

50 North Water Street

South Norwalk, Connecticut 06854
(203) 354-5000

Cobra Acquisition Corp., which we refer to as the Merger Subsidiary, is a Delaware corporation and a direct wholly-owned subsidiary of
Cobra Green. The Merger Subsidiary was formed exclusively for the purpose of entering into the merger agreement and consummating the
transactions contemplated by the merger agreement. The Merger Subsidiary has not engaged in any business except in anticipation of the
merger.
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The Merger (page 18)

Upon the terms and subject to the conditions of the merger agreement, the Merger Subsidiary will be merged with and into us, and each
holder of shares of Clayton common stock will be entitled to receive $6.00 in cash, without interest and less any applicable withholding taxes,
for each share of Clayton common stock held by such holder immediately prior to the merger unless such holder has exercised his or her
statutory appraisal rights with respect to the merger. As a result of the merger, we will cease to be a publicly traded company and will instead
become a wholly-owned subsidiary of Cobra Green. You will not own any shares of the surviving corporation. The merger agreement is
attached as Annex A to this proxy statement. Please read it carefully.

The Special Meeting (page 14)

The special meeting will be held on Wednesday, June 25, 2008 at 11:00 a.m., local time, at the offices of Goodwin Procter LLP, located at
One Exchange Place, Boston, Massachusetts 02109. At the special meeting, you will be asked to vote upon a proposal to approve and adopt the
merger agreement that we have entered into with Cobra Green and the Merger Subsidiary. You will also be asked to vote upon a proposal to
adjourn the special meeting, if necessary, to solicit additional proxies in favor of approval and adoption of the merger agreement. You may also
be asked to vote upon such other matters as may properly come before the special meeting or any adjournment or postponement thereof.

Record Date; Stock Entitled to Vote (page 14)

Our board of directors has fixed the close of business on May 16, 2008, as the record date for determining stockholders entitled to notice of
and to vote at the special meeting. On the record date, we had 22,181,407 outstanding shares of common stock held by approximately 74
stockholders of record. We have no other class of voting securities outstanding.

Stockholders of record on the record date will be entitled to one (1) vote per share of Clayton common stock on any matter that may
properly come before the special meeting and any adjournment or postponement of that meeting.

Vote Required for Approval (page 15)

Pursuant to the requirements of the Delaware General Corporation Law and the merger agreement, approval and adoption of the merger
agreement requires the affirmative vote of the holders of a majority of the outstanding shares of Clayton common stock entitled to vote at the
special meeting. Failure to vote, by proxy or in person, will have the same effect as a vote "AGAINST" approval and adoption of the merger
agreement.

The affirmative vote of the holders of a majority of the shares of Clayton common stock present in person or by proxy and entitled to vote
at the special meeting will be required to approve the adjournment, if necessary, of the special meeting to solicit additional proxies in favor of
the approval and adoption of the merger agreement. Failure to vote, in person or by proxy, will have no effect on the approval of the
adjournment proposal.

Our Board's Recommendation (page 14)

Our board of directors has (i) determined that the merger and the merger agreement are fair to, advisable and in the best interests of our
company and our stockholders, (ii) approved the merger agreement, (iii) resolved to recommend that the stockholders approve and adopt the
merger agreement, and (iv) directed that such matter be submitted for consideration of the stockholders of Clayton at the special meeting.
Accordingly, our board of directors recommends that our stockholders vote '"FOR'' approval and adoption of the merger agreement at
the special meeting.

10
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For the factors considered by our board of directors in reaching its decision to approve the merger agreement see "The Merger Reasons for
the Merger and Recommendations of the Board of Directors" beginning on page 23 of this proxy statement.

Opinion of Clayton's Financial Advisor (page 25 and Annex B)

In connection with the merger, Banc of America Securities LLC, Clayton's financial advisor, delivered to Clayton's board of directors a
written opinion, dated April 13, 2008, as to the fairness, from a financial point of view and as of the date of the opinion, of the per share merger
consideration to be received by holders of Clayton common stock. The full text of the written opinion, dated April 13, 2008, of Banc of America
Securities, which describes, among other things, the assumptions made, procedures followed, factors considered and limitations on the review

undertaken, is attached as Annex B to this proxy statement and is incorporated by reference in this proxy statement in its entirety. Banc of
America Securities provided its opinion to Clayton's board of directors for the benefit and use of Clayton's board of directors in
connection with and for purposes of its evaluation of the per share merger consideration from a financial point of view. Banc of America
Securities' opinion does not address any other aspect of the merger and does not constitute a recommendation to any stockholder as to
how to vote or act in connection with the proposed merger.

Conditions to the Merger (page 47)

Neither we nor Cobra Green nor the Merger Subsidiary is required to complete the merger unless the following conditions are satisfied or
waived:

the merger agreement shall have been approved and adopted by the affirmative vote of a majority of the outstanding shares
of Clayton common stock entitled to vote on such matter;

the waiting period under the Hart-Scott-Rodino Antitrust Improvement Act of 1976 (the "HSR Act") shall have expired or
been earlier terminated; and

no order, injunction or decree issued by any court or agency of competent jurisdiction or other legal restraint or prohibition
preventing the consummation of the merger shall be in effect, and no statute, rule, regulation, order, injunction or decree
shall have been enacted, entered, promulgated or enforced by any governmental authority that prohibits or makes illegal
consummation of the merger.

Neither Cobra Green nor the Merger Subsidiary is required to complete the merger unless the following conditions are satisfied or waived:

our representations and warranties must be true and correct, subject to certain materiality thresholds;

we shall have performed in all material respects all obligations required to be performed by us under the merger agreement;

subject to certain exceptions, there has been no change, event or effect that has, or reasonably would be expected to have,
individually or in the aggregate, a material adverse effect on the business, operations, assets, results of operations or
financial condition of us and our subsidiaries taken as a whole since the date of the merger agreement;

holders of 10% or fewer of the issued and outstanding shares of Clayton common stock have properly exercised their
appraisal rights; and

all filings, permits, authorizations, consents or approvals related to the origination, ownership or servicing of loans that are
required as a consequence of the transactions contemplated by the merger agreement and set forth therein shall have been
made or obtained.

11
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We are not required to complete the merger unless the following conditions are satisfied or waived:

the representations and warranties of Cobra Green and the Merger Subsidiary must be true and correct, subject to certain
materiality thresholds; and

Cobra Green and the Merger Subsidiary shall have performed in all material respects all obligations required to be
performed by them under the merger agreement.

No Solicitation of Transactions; Change of Recommendation (page 45)

We have agreed that we will not, and we will cause our subsidiaries and representatives not to, directly or indirectly:

initiate, solicit or knowingly encourage the submission of any inquiries, proposals or offers that constitute, or would
reasonably be expected to lead to, any acquisition proposal;

engage or participate in, or knowingly facilitate any discussions or negotiations regarding, or furnish any non-public
information to any person in connection with any inquiries, proposals or offers that constitute or would reasonably be
expected to lead to, any acquisition proposal; or

enter into any letter of intent, agreement in principal or other similar type of agreement relating to an acquisition proposal or
enter into any agreement or agreement in principal requiring us to abandon, terminate or fail to consummate the transactions
contemplated by the merger agreement or resolve, propose or agree to do any of the foregoing.

Notwithstanding the restrictions against solicitation, until the time at which our stockholders approve and adopt the merger agreement, we

may respond to a bona fide written acquisition proposal if our board of directors, after consultation with our outside counsel, determines in good
faith that the failure to respond would be inconsistent with our fiduciary obligations and our board of directors determines in good faith, after
consultation with our outside legal and financial advisors, that the acquisition proposal in respect of which such action is to be taken, if
consummated, is or could reasonably be expected to lead to a superior proposal. We may furnish information in response to a request by such
third party in respect of such proposal if we receive from the person so requesting such information an executed confidentiality agreement on
terms not less restrictive than the terms of the confidentiality agreement entered into between us and Cobra Green, provided, that,
contemporaneously with furnishing any such non-public information to such third party, we furnish to Cobra Green all such non-public
information not previously provided to Cobra Green.

If there are any inquiries, discussions, negotiations, proposals or expressions of interest with respect to an acquisition proposal, then we are
required to promptly (but in any event within 24 hours) notify Cobra Green and provide a summary of the material terms and conditions thereof,
including price, and the identity of the person making any acquisition proposal.

We have agreed in the merger agreement that our board of directors will recommend that our stockholders vote in favor of the approval and
adoption of the merger agreement subject to the exceptions set forth below. We have also agreed that, subject to the exceptions set forth below,
our board of directors and each committee thereof will not withdraw, amend or change, (or publicly propose to withdraw, amend or change in a
manner adverse to Cobra Green), or knowingly make any public statement inconsistent with our recommendation to the stockholders or propose
publicly to approve, adopt or recommend any acquisition proposal.

However, until such time as our stockholders approve and adopt the merger agreement, our board of directors may, in response to an
acquisition proposal that our board of directors concludes in good faith, after consultation with our outside legal counsel and financial advisors,
is a superior proposal (1) effect an adverse recommendation change, and/or (2) enter into a definitive agreement with respect

4
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to such superior proposal. If our board of directors determines to take either of these actions, it may do so only on or after the fourth business
day after Cobra Green has received written notice from us advising Cobra Green that our board of directors is prepared to take such action and at
the end of such period, our board of directors determines in good faith after consultation with our outside legal counsel and financial advisors
that such proposal remains a superior proposal. Also during this four (4) business day period, Cobra Green shall be entitled to deliver one or
more counterproposals to the superior proposal.

The merger agreement defines a "superior proposal” to mean any bona fide written acquisition proposal of more than half of Clayton's
assets, made by a third party that our board of directors determines in good faith, after consultation with our outside legal counsel and financial
advisor, to be more favorable from a financial point of view to Clayton's stockholders than the transaction contemplated by the merger
agreement.

Termination of the Merger Agreement (page 49)

The merger agreement may be terminated by either us or Cobra Green at any time prior to the effective time of the merger whether before
or after our stockholders have approved and adopted the merger agreement:

by mutual written consent;

if the merger has not been consummated by October 31, 2008 (except in the case of certain permitted extensions);

if any order of a government authority enjoining, restraining or otherwise prohibiting the merger exists and such order has
become final and nonappealable; or

if our stockholders fail to approve and adopt the merger agreement at the stockholders' meeting or any adjournment or
postponement thereof.

Cobra Green can terminate the merger agreement if:

we breach or fail to perform in any material respect any of our representations, warranties, covenants or agreements made in
the merger agreement, and such breach or condition is not curable by October 31, 2008 (except in the case of certain
permitted extensions) or, if curable, has not been cured within 30 days of our receipt of written notice from Cobra Green of
such breach or failure to perform; or

(1) our board of directors fails to include a recommendation to approve and adopt the merger agreement in the proxy
statement, (ii) our board of directors has approved, endorsed or recommended, or publicly announced an intention to
approve, to the stockholders an acquisition proposal (other than pursuant to the merger agreement) or otherwise made an
adverse recommendation change, (iii) our board of directors fails to publicly reaffirm its recommendation of the merger
agreement and the merger as promptly as practicable (but in any event within five (5) business days) after Cobra Green
requests in writing that our board of directors do so, provided that Cobra Green may not make such a request on more than
two (2) occasions with respect to any particular acquisition proposal and that such request may only be made in the event
that we receive an acquisition proposal or material amendment to an acquisition proposal, (iv) a tender offer or exchange
offer for outstanding shares has been commenced and our board of directors recommends that the stockholders tender their
shares in such tender or exchange, or on or after the eleventh business day after the commencement of such tender or
exchange offer, our board of directors fails to recommend against acceptance of such offer or makes no recommendation or
states an inability to make a recommendation; (v) we have delivered a determination notice to Cobra Green that our board of
directors intends

13
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to make an adverse recommendation change or intends to terminate the merger agreement to enter into a superior proposal;
or (vi) we fail to convene and hold the stockholders' meeting in accordance with the merger agreement.

We can terminate the merger agreement if:

Cobra Green or the Merger Subsidiary breaches or fails to perform in any material respect any of its representations,
warranties, covenants or agreements made in the merger agreement, and such breach or condition is not curable by
October 31, 2008 (except in the case of certain permitted extensions) or, if curable, has not been cured within 30 days of
Cobra Green's receipt of written notice from us of such breach or failure to perform;

Cobra Green or the paying agent have not received the equity financing within ten (10) business days of the satisfaction of
all the conditions to closing (other than those conditions that are to be satisfied at the closing); or

the termination is effected prior to receipt of the requisite stockholder approval in order to enter into an agreement with
respect to a superior proposal, provided, however, that before terminating the merger agreement:

we have provided Cobra Green with four (4) business days prior written notice of our decision to terminate the
merger agreement, (which notification shall include in reasonable detail the material terms and conditions of the
superior proposal, including the amount and form of proposed consideration and any material conditions of the
superior proposal);

Cobra Green has not, as of the fourth business day, made an offer that in the reasonable judgment of our board of
directors after consultation with our outside counsel and financial advisor is at least as favorable to our
stockholders from a financial point of view as the superior proposal; and

we have paid or pay Cobra Green, in immediately available funds, at the time of termination, a termination fee of
$6,700,000.

Specific Performance (page 51)

Cobra Green and the Merger Subsidiary are entitled to seek an injunction to prevent breaches of the merger agreement by us and to enforce
specifically the terms of the merger agreement.

Pursuant to the merger agreement, we are not entitled to enforce specifically the terms of the merger agreement other than with respect to
the confidentiality provision set forth therein.

Effect of Termination; Liability Cap (page 50)

Other than for certain exceptions as listed in the merger agreement, in the event of a termination of the merger agreement by either us or
Cobra Green, the merger agreement will immediately become null and void and have no effect, and none of Cobra Green, the Merger Subsidiary
or us, or any of the respective subsidiaries or any of the respective officers or directors will have any liability or obligation under the merger
agreement. Though we and Cobra Green will not be released from any liabilities arising out of fraud or intentional and material breach, in no
event will either we or Cobra Green be liable for any breach, loss or damages, under any theory or for any reason under the merger agreement, in
excess of $9,000,000 in the aggregate.

In addition, should we elect to terminate the merger agreement after Cobra Green or the paying agent have not received the equity financing
within ten (10) business days of the satisfaction of all of the closing conditions required by the merger agreement our sole and exclusive remedy
is the

14
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termination fee of $9,000,000 to be paid by Cobra Green within two (2) business days after the termination of the merger agreement.
Fees and Expenses Following Termination (page 50)

Cobra Green must pay us a termination fee of $9,000,000 within two (2) business days after the termination of the merger agreement if we
terminate the merger agreement after Cobra Green or the paying agent have not received the equity financing within ten (10) business days of
the satisfaction of all of the closing conditions required by the merger agreement.

We are required to pay Cobra Green a termination fee of $6,700,000 in the event that the merger agreement is terminated because:

our board of directors (i) fails to include a recommendation to approve and adopt the merger agreement in the proxy
statement, (ii) makes an adverse recommendation change, or (iii) fails to publicly reaffirm its recommendation of the merger
agreement and the merger as promptly as practicable (but in any event within five (5) business days) after Cobra Green
requests in writing that our board of directors do so;

a tender offer or exchange offer for outstanding shares has been commenced and our board of directors recommends that the
stockholders tender their shares in such tender or exchange, or on or after the eleventh business day after the commencement
of such tender or exchange offer, our board of directors fails to recommend against acceptance of such offer or makes no
recommendation or states an inability to make a recommendation;

we have delivered a determination notice to Cobra Green that our board of directors intends to make an adverse
recommendation change or intends to terminate the merger agreement to enter into a superior proposal;

we fail to convene and hold the stockholders' meeting in accordance with the merger agreement;

we terminate the merger agreement prior to the approval and adoption of the merger agreement by our stockholders upon the
entry into a definitive agreement to effect a superior proposal in accordance with the merger agreement;

the approval and adoption of the merger agreement by the stockholders has not been obtained, and (i) an acquisition proposal
had been publicly announced at or prior to the time the merger agreement was terminated and (ii) within 12 months after
such termination of the merger agreement we have consummated, or reached a definitive agreement to consummate, any
acquisition proposal; or

the merger has not been consummated by October 31, 2008 (except in the case of certain permitted extensions), and (i) an
acquisition proposal had been publicly announced at or prior to the time the merger agreement was terminated and (ii) within
12 months after such termination of the merger agreement we have consummated, or reached a definitive agreement to
consummate, any acquisition proposal.

Limited Guaranty (page 32)

We have entered into a limited guaranty with Greenfield Acquisition Partners V, L.P. pursuant to which Greenfield Acquisition Partners
V, L.P. has guaranteed Cobra Green's obligation to pay us:

a termination fee of $9,000,000 within two (2) business days after we terminate the merger agreement if Cobra Green or the
paying agent have not received the equity financing within ten (10) business days of the satisfaction of all of the closing
conditions required by the merger agreement; or

any awards not to exceed $9,000,000 in the aggregate granted pursuant to a judgment of a court of the State of Delaware for
a claim based on fraud or intentional and material breach of the merger agreement by Cobra Green.
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Voting Agreement (page 32)

In connection with the merger, Cobra Green has entered into a voting agreement, dated as of April 13, 2008, with investment funds
affiliated with TA Associates, Inc. ("TA Associates") pursuant to which, among other things, such investment funds have agreed to vote all
shares of Clayton common stock beneficially owned by such funds in favor of, and against any acquisition proposal made in opposition to or in
competition with, the consummation of the merger and the transactions contemplated by the merger agreement. As of the record date, the funds
affiliated with TA Associates own beneficially and of record an aggregate of approximately 37.3% of Clayton's outstanding common stock.

Regulatory Matters (page 36)

Under the provisions of the HSR Act, we and Cobra Green may not complete the merger until we have made certain filings with the
Federal Trade Commission and the United States Department of Justice and the applicable waiting period has expired or been terminated. We
and Cobra Green each expect to file pre-merger notifications with the U.S. antitrust authorities pursuant to the HSR Act on or about May 22,
2008 and, in accordance with the merger agreement, will request "early termination" of the waiting period. We and Cobra Green do not believe
that any foreign antitrust approvals are required to consummate the merger.

As part of our mortgage loan servicing business, we are required by law to maintain state issued permits, licenses and registrations in
connection with loan servicing in the various states. Many state regulations require the state's consent to a change of control of the holder of the
permit, license or registration. The merger is conditioned on our ability, with the help and cooperation of Cobra Green, to obtain such consent
from twelve (12) states, Puerto Rico and the District of Columbia. The merger is also conditioned on obtaining licenses from two (2) new states.
We are not aware of any other state regulatory requirements that remain to be complied with in order to complete the merger, other than the
filing of the certificate of merger with the Secretary of State of Delaware.

Appraisal Rights (page 53)

Under Delaware law, holders of Clayton common stock may have the right to receive an appraisal of the fair value of their shares of
Clayton common stock in connection with the merger. To exercise appraisal rights, a Clayton stockholder must not vote for the proposal to
approve and adopt the merger agreement, must deliver to Clayton a written appraisal demand before the stockholder vote on the merger
agreement is taken at the special meeting, must not submit a letter of transmittal, and must strictly comply with all of the procedures required by
Delaware law.

A copy of Section 262 of the Delaware General Corporation Law, or the DGCL, is also included as Annex C to this proxy statement.
Material U.S. Federal Income Tax Consequences (page 37)

If the merger is completed, the exchange of common stock by our stockholders for the cash merger consideration will generally be treated
as a taxable transaction for U.S. federal income tax purposes under the Internal Revenue Code of 1986, as amended. Because of the complexities
of the tax laws, we advise you to consult your personal tax advisors concerning the applicable U.S. federal, state, local, foreign and other tax
consequences of the merger to you.

Treatment of Equity-Based Awards (page 39)

Upon consummation of the merger, each outstanding stock option, whether vested or unvested, will be cancelled in consideration for a cash
payment, without interest and less any applicable
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withholding taxes, equal to the product of (i) the excess, if any, of $6.00 over the per share exercise price for the option multiplied by (ii) the
number of shares of Clayton common stock that the option holder could have purchased (assuming full vesting) upon full exercise of that option
immediately prior to completion of the merger.

The merger agreement, after giving effect to the acceleration provisions of our stock option plans, further provides that upon the completion
of the merger, each outstanding share of Clayton common stock and each outstanding Clayton deferred stock unit that is subject to vesting and
restrictions on transfer, including restricted shares held by our executive officers and deferred stock units held by our directors, will become
fully vested and free of restrictions on transfer and each holder will receive $6.00 for each such share or deferred stock unit, as applicable, less
any applicable federal or state withholding tax.

Upon the completion of the merger, Clayton will pay each executive officer $6.00 for each phantom share held by such officer less any
applicable federal or state withholding tax.

Except as set forth above, each right of any kind, contingent or accrued, to acquire or receive shares of common stock or benefits measured
by the value of shares of common stock, and each award of any kind consisting of shares of common stock that may be held, awarded,
outstanding, payable or reserved for issuance under any of our plans, will be cancelled.

Interests of Our Directors and Executive Officers in the Merger (page 32)

In considering the recommendation of our board of directors with respect to the merger agreement, holders of shares of Clayton common
stock should be aware that our executive officers and directors have interests in the merger that may be different from, or in addition to, those of
our stockholders generally. These interests may create potential conflicts of interest. Our board of directors was aware that these interests existed
when it approved and adopted the merger.

Equity-Based Awards

Our directors and executive officers holding (i) shares of unvested restricted stock, (ii) shares of unvested deferred stock units, and
(iii) phantom shares, will receive cash payments at or shortly following the closing of the merger.

Change of Control Employment Agreements

Each of our executive officers is party to an employment agreement with us, which may require us to make certain payments and/or provide
certain benefits to such executive officers in the event of a change of control of Clayton, including the merger, followed by a qualifying
termination of their employment.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following questions and answers briefly address some commonly asked questions about the special meeting of stockholders and the

merger. These questions and answers may not address all questions that may be important to you as a stockholder. You should still carefully
read this entire proxy statement, including each of the annexes.

The Special Meeting

Q.
Who is soliciting my proxy?

A.
This proxy is being solicited by our board of directors.

Q.
What will I be asked to vote upon at the special meeting?

A.
You will be asked to vote on the approval and adoption of the merger agreement that we have entered into with Cobra Green, pursuant
to which a wholly-owned subsidiary of Cobra Green will be merged with and into us and we will become a wholly-owned subsidiary
of Cobra Green. We will also be asking you to approve the adjournment, if necessary, of the special meeting to solicit additional
proxies in favor of approval and adoption of the merger agreement.

Q.
What stockholder approvals are required for the mergers?

A:
The holders of a majority of the outstanding shares of Clayton common stock on the record date for the Clayton special meeting of
stockholders must vote in favor of the approval and adoption of the merger agreement and the transactions contemplated thereby. Only
holders of record of Clayton common stock at the close of business on May 16, 2008, or the record date, are entitled to notice of and to
vote at the special meeting. As of the record date, there were 22,181,407 shares of Clayton common stock outstanding and entitled to
vote at the special meeting.

Q.
Who is entitled to vote at the special meeting?

A.
Holders of record of shares of Clayton common stock as of the close of business on May 16, 2008 are entitled to vote at the special
meeting.

Q.
What should I do now?

A.
After carefully reading and considering the information contained in this proxy statement, please vote your shares by returning the
enclosed proxy card. You can also attend the special meeting and vote in person. Do NOT enclose or return your stock certificate(s)
with your proxy card.

Q.
If my shares are held in ''street name'' by my broker, will my broker vote my shares for me?

A.

Brokers or other nominees who hold shares of Clayton common stock in "street name" for customers who are the beneficial owners of
such shares may not give a proxy to vote those customers' shares in the absence of specific instructions from those customers,
commonly referred to as broker "non-votes". You should follow the procedures provided by your broker regarding the voting of your
shares. These non-voted shares of Clayton common stock will not be counted as votes cast or shares voting and will have the same
effect as votes "AGAINST" approval and adoption of the merger agreement. Non-voted shares of Clayton common stock will have no
effect on the proposal to adjourn the special meeting, if necessary, to solicit additional proxies in favor of approval and adoption of the
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merger agreement.

What if I do not vote?

If you fail to vote by proxy or in person, it will have the same effect as a vote "AGAINST" approval and adoption of the merger
agreement. Failure to vote will have no effect on the

10
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proposal to adjourn the special meeting, if necessary, to solicit additional proxies in favor of approval and adoption of the merger
agreement.

If you return a properly signed proxy card but do not indicate how you want to vote, your proxy will be counted as a vote "FOR"
approval and adoption of the merger agreement and "FOR" approval of the adjournment proposal.

If you submit your properly signed proxy and affirmatively elect to abstain from voting, your proxy will be counted as present for the
purpose of determining the presence of a quorum but will have the same effect as a vote "AGAINST" the approval and adoption of the
merger agreement. With respect to the proposal to approve one or more adjournments to the special meeting, an abstention will have

no effect, and the proposal will be decided by the stockholders who cast votes "FOR" and "AGAINST" that proposal.

Q.
When should I send in my proxy card?

A.
You should send in your proxy card as soon as possible so that your shares will be voted at the special meeting.

Q.
May I change my vote after I have mailed my signed proxy card?

A.
Yes. You may change your vote at any time before your proxy card is voted at the special meeting. You can do this in one of three
ways. First, you can send a written, dated notice to our Secretary stating that you would like to revoke your proxy. Second, you can
complete, date and submit a new proxy card. Third, you can attend the meeting and vote in person. Your attendance alone will not
revoke your proxy. If you have instructed a broker to vote your shares, you must follow directions received from your broker to
change those instructions.

Q.
May I vote in person?

A.
Yes. You may attend the special meeting of stockholders and vote your shares of Clayton common stock in person. If you hold shares
in "street name," you must provide a proxy executed by your bank or broker in order to vote your shares at the meeting.

The Merger

Q.
What is the proposed transaction?

A.
Cobra Green will acquire us by merging a subsidiary of Cobra Green into us. We will cease to be a publicly traded company and will
instead become a wholly-owned subsidiary of Cobra Green.

Q.
If the merger is completed, what will I be entitled to receive for my shares of Clayton common stock and when will I receive it?

A.
You will be entitled to receive $6.00 in cash, without interest and less any applicable withholding taxes, for each share of Clayton
common stock that you own.
After the merger closes, Cobra Green will arrange for a letter of transmittal to be sent to each stockholder. The merger consideration
will be paid to a stockholder once that stockholder submits a properly completed letter of transmittal, his, her or its stock certificates
and any other required documentation.

Q:
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Am I entitled to appraisal rights?

Under the Delaware General Corporation Law, holders of shares of Clayton common stock who do not vote for the adoption and
approval of the merger agreement have the right to seek appraisal of the fair value of their shares as determined by the Delaware Court
of Chancery if the merger is completed, but only if they comply with all requirements of Delaware law, which are summarized in this
proxy statement. This appraisal amount could be more than, the same as, or less than the amount a Clayton stockholder would be
entitled to receive under the merger
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agreement. Any holder of shares of Clayton common stock intending to exercise appraisal rights, among other things, must submit a
written demand for appraisal to Clayton prior to the vote on the adoption and approval of the merger agreement and the transactions
contemplated thereby and must not vote or otherwise submit a proxy in favor of adoption and approval of the merger agreement and
the transactions contemplated thereby. Failure to follow exactly the procedures specified under Delaware law will result in the loss of
appraisal rights. Because of the complexity of the Delaware law relating to appraisal rights, if you are considering exercising your
appraisal right, we encourage you to seek the advice of your own legal counsel.

Why is the board of directors recommending the merger?

Our board of directors believes that the merger and the merger agreement are fair to, advisable and in the best interests of Clayton and
its stockholders and recommends that you approve and adopt the merger agreement. For a more detailed explanation of the factors that
our board of directors considered in determining whether to recommend the merger, see "The Merger Reasons for the Merger and

Recommendation of our Board of Directors" on page 23 of this proxy statement.

Will the merger be a taxable transaction to me?

Yes. The receipt of cash for shares of our common stock pursuant to the merger will generally be a taxable transaction for U.S. federal
income tax purposes. In general, you will recognize gain or loss equal to the difference between the amount of cash you receive and
the adjusted tax basis of your shares of our common stock. For a more detailed explanation of the tax consequences of the merger, see
"Material U.S. Federal Income Tax Consequences" on page 37 of this proxy statement. You should consult your tax advisor on how

specific tax consequences of the merger apply to you.

When is the merger expected to be completed?

We expect the merger to be completed in the third quarter of 2008 following satisfaction or waiver of all conditions, including
expiration or termination of the waiting period under the HSR Act, receipt of certain permits, authorizations, consents and approvals
related to the origination, ownership and servicing of loans, and approval and adoption of the merger agreement by our stockholders.
We and Cobra Green each expect to file pre-merger notifications with the U.S. antitrust authorities pursuant to the HSR Act on or

about May 22, 2008. We and Cobra Green do not believe that any foreign antitrust approvals are required to consummate the merger.

What will happen to my shares of common stock in Clayton after the merger?

Following the effectiveness of the merger, your shares of Clayton common stock will represent solely the right to receive the merger
consideration, and trading in Clayton common stock on the NASDAQ Global Market will cease. Price quotations for our common

stock will no longer be available and we will cease filing periodic reports under the Securities Exchange Act of 1934.

Should I send in my stock certificates now?

No. After the merger closes, Cobra Green will arrange for a letter of transmittal containing detailed instructions to be sent to each
stockholder. The merger consideration will be paid to a stockholder once that stockholder submits a properly completed letter of
transmittal accompanied by that stockholder's stock certificates and any other required documentation.

PLEASE DO NOT SEND YOUR CLAYTON STOCK CERTIFICATES NOW.

What should I do if I have questions?
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You should direct any questions regarding the special meeting of stockholders or the merger to our proxy solicitor, D.F. King & Co.,
Inc. at 1-800-848-2998.
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24



Edgar Filing: CLAYTON HOLDINGS INC - Form DEFM14A

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents to which we refer you in this proxy statement, contains forward-looking statements (as that term
is defined under Section 21E of the Securities Exchange Act of 1934) about our plans, objectives, expectations and intentions. You can identify
these statements by words such as "expect," "anticipate," "intend," "plan," "believe," "seek," "estimate," "may," "will" and "continue" or similar
words. You should read statements that contain these words carefully. They discuss our future expectations or state other forward-looking
information, and may involve known and unknown risks over which we have no control, including, without limitation:

the requirement that our stockholders approve and adopt the merger agreement with Cobra Green and the Merger
Subsidiary;

either parties' failure to satisfy other conditions to the merger;

the effect of the announcement of the merger on our customer and supplier relationships, operating results and business
generally, including our ability to retain key employees;

adverse changes in the mortgage-backed securities market, the mortgage lending industry or the housing market;

the level of competition for Clayton's services;

the loss of one or more of Clayton's largest clients;

Clayton's ability to maintain its professional reputation;

management's ability to execute Clayton's business strategy; and

other risks detailed in our current filings with the Securities and Exchange Commission, or SEC, including our Annual
Report on Form 10-K, as amended, for the year ended December 31, 2007.

See "Where You Can Find More Information" on page 59 of this proxy statement. You should not place undue reliance on forward-looking
statements. We cannot guarantee any future results, levels of activity, performance or achievements. The statements made in this proxy
statement are based on the information available to us as of the date of this proxy statement, and you should not assume that the statements made
herein remain accurate as of any future date. Moreover, we assume no obligation to update forward-looking statements or update the reasons
actual results could differ materially from those anticipated in forward-looking statements, except as required by law.
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THE SPECIAL MEETING OF STOCKHOLDERS

We are furnishing this proxy statement to you, as a holder of Clayton common stock, as part of the solicitation of proxies by our board of
directors for use at the special meeting of stockholders, or at any postponement or adjournment thereof.

Date, Time and Place of the Special Meeting

The special meeting of stockholders of Clayton will be held at the offices of Goodwin Procter LLP, located at One Exchange Place, Boston,
Massachusetts 02109, on Wednesday, June 25, 2008, at 11:00 a.m., local time.

Purpose of the Special Meeting

The purpose of the special meeting is:

to vote on the proposal to approve and adopt the Agreement and Plan of Merger dated as of April 13, 2008, among Clayton,
Cobra Green and the Merger Subsidiary, a copy of which is attached as Annex A to this proxy statement;

to approve a proposal to adjourn the special meeting, if necessary, to solicit additional proxies in favor of approval and
adoption of the merger agreement; and

to transact such other business as may properly come before the meeting or any adjournment or postponement thereof,
including to consider any procedural matters incident to the conduct of the special meeting.

Our Board's Recommendation

Our board of directors, by the unanimous vote of all directors present, approved the merger agreement and determined that the merger and
the merger agreement are fair to, advisable and in the best interests of our company and our stockholders. Accordingly, our board of directors
recommends that our stockholders vote "FOR" approval and adoption of the merger agreement at the special meeting.

Record Date; Stock Entitled to Vote

The holders of record of shares of Clayton common stock as of the close of business on May 16, 2008, which is the record date for the
special meeting, are entitled to receive notice of and to vote at the special meeting. On the record date, there were 22,181,407 shares of Clayton
common stock outstanding and entitled to vote held by approximately 74 stockholders of record. Each share of our common stock entitles the
holder to one (1) vote on all matters properly coming before the special meeting or any adjournment or postponement thereof.

Quorum

Our charter and by-laws and Delaware law require the presence, in person or by duly executed proxy, of the holders of a majority of the
voting power of outstanding shares of our common stock entitled to vote at the special meeting to constitute a quorum. Both abstentions and
broker "non-votes" (as that term is described in the next section) will be counted as present for purposes of determining the existence of a
quorum. If a quorum is not present and if the adjournment proposal has the necessary majority, we expect to adjourn the special meeting to
solicit additional proxies and intend to vote any proxies we have received at the time of the special meeting in favor of an adjournment.
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Vote Required for Approval

Our charter and by-laws and Delaware law require the affirmative vote of holders of a majority of the outstanding shares of our common
stock entitled to vote at the special meeting to approve and adopt the merger agreement. For the proposal to approve and adopt the merger
agreement, you may vote FOR, AGAINST or ABSTAIN. Abstentions will not be counted as votes cast or shares voting on the proposal to
approve and adopt the merger agreement, but will count for the purpose of determining whether a quorum is present.

The affirmative vote of the holders of a majority of the shares of Clayton common stock present in person or by proxy and entitled to vote
at the special meeting will be required to approve the adjournment, if necessary, of the special meeting to solicit additional proxies in favor of
the approval and adoption of the merger agreement. Failure to vote, in person or by proxy, will have no effect on the approval of the
adjournment proposal.

Brokers or other nominees who hold shares of Clayton common stock in "street name" for customers who are the beneficial owners of such
shares may not give a proxy to vote those customers' shares in the absence of specific instructions from those customers, sometimes referred to
as broker "non-votes". These non-voted shares of Clayton common stock will not be counted as votes cast or shares voting and will have the
same effect as votes "AGAINST" approval and adoption of the merger agreement. Non-voted shares of Clayton common stock will have no
effect on the proposal to adjourn the special meeting, if necessary, to solicit additional proxies in favor of the approval and adoption of the
merger agreement.

On the record date, our directors and executive officers and their affiliates owned 8,497,295 shares of our common stock, representing
approximately 38.3% of our total outstanding shares. These shares include 8,283,227 shares of our common stock, representing approximately
37.3% of our outstanding shares, that are subject to the voting agreement. See "The Merger Voting Agreement" on page 32 of this proxy
statement.

Voting

Holders of record of Clayton common stock may vote their shares by attending the special meeting and voting their shares of Clayton
common stock in person, or by completing the enclosed proxy card, signing and dating it and mailing it in the enclosed postage-prepaid
envelope. All shares of Clayton common stock represented by properly executed proxies received in time for the special meeting will be voted at
the special meeting in the manner specified by the holder. If a written proxy card is signed by a stockholder and returned without instructions,
the shares of Clayton common stock represented by the proxy will be voted "FOR" approval and adoption of the merger agreement, "FOR"
approval of any proposal to adjourn the special meeting to solicit additional proxies in favor of approval and adoption of the merger agreement,
and in accordance with the recommendations of our board of directors on any other matters properly brought before the special meeting for a
vote.

Stockholders who have questions or requests for assistance in completing and submitting proxy cards should contact our proxy solicitor,
D.F. King & Co., Inc. at 1-800-848-2998.

Stockholders who hold their shares of Clayton common stock in "street name," meaning in the name of a bank, broker or other person who
is the record holder, must either direct the record holder of their shares of Clayton common stock how to vote their shares or obtain a proxy from
the record holder to vote their shares at the special meeting. Brokers or other nominees may not give a proxy to vote those customers' shares in
the absence of specific instructions from those customers, commonly referred to as broker "non-votes". You should follow the procedures
provided by your broker regarding the voting of your shares. These non-voted shares of Clayton common stock will not be counted as
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votes cast or shares voting and will have the same effect as votes "AGAINST" approval and adoption of the merger agreement.
Revocability of Proxies

You may change your vote at any time before your proxy card is voted at the special meeting. You can do this in one of three ways. First,
you can send a written, dated notice to our Secretary at Office of the Secretary, Clayton Holdings, Inc., 2 Corporate Drive, Shelton, Connecticut
06484, stating that you would like to revoke your proxy. Second, you can complete, date and submit a new proxy card. Third, you can attend the
special meeting and vote in person. Your attendance alone will not revoke your proxy. If you have instructed a broker to vote your shares, you
must follow directions received from your broker to change those instructions.

Solicitation of Proxies

This proxy solicitation is being made and paid for by Clayton on behalf of its board of directors. In addition, we expect to retain D.F.
King & Co., Inc. to assist in the solicitation for a fee of approximately $7,500, a nominal fee per stockholder contact, reimbursement of
reasonable out-of-pocket expenses and indemnification against certain losses, costs and expenses. In addition to solicitation by mail, our
directors, officers and employees may solicit proxies by personal interview, e-mail, telephone, facsimile or other means of communication. Our
directors, officers and employees will not receive any additional compensation for their services, but we will reimburse them for their
out-of-pocket expenses. We will reimburse banks, brokers, nominees, custodians and fiduciaries for their reasonable expenses in forwarding
copies of this proxy statement to the beneficial owners of shares of Clayton common stock and in obtaining voting instructions from those
owners. We will pay all expenses of filing, printing and mailing this proxy statement.

Proposal to Approve Adjournment of the Special Meeting

We are submitting a proposal for consideration at the special meeting to authorize the named proxies to approve one (1) or more
adjournments of the special meeting if there are not sufficient votes to approve and adopt the merger agreement at the time of the special
meeting. Even though a quorum may be present at the special meeting, it is possible that we may not have received sufficient votes to approve
and adopt the merger agreement by the time of the special meeting. In that event, we would determine to adjourn the special meeting in order to
solicit additional proxies. The adjournment proposal relates only to an adjournment of the special meeting for purposes of soliciting additional
proxies to obtain the requisite stockholder approval to approve and adopt the merger agreement. Any other adjournment of the special meeting
(e.g., an adjournment required because of the absence of a quorum) would be voted upon pursuant to the discretionary authority granted by the

proxy.

The approval of a proposal to adjourn the special meeting would require the affirmative vote of the holders of a majority of the shares of
Clayton common stock present in person or by proxy and entitled to vote at the special meeting. The failure to vote shares of Clayton common
stock would have no effect on the approval of the adjournment proposal.

Our board of directors recommends that you vote "FOR" the adjournment proposal so that proxies may be used for that purpose, should it
become necessary. Properly executed proxies will be voted "FOR" the adjournment proposal, unless otherwise noted on the proxies. If the
special meeting is adjourned, we are not required to give notice of the time and place of the adjourned meeting unless our board of directors
fixes a new record date for the special meeting.
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Other Business

We are not currently aware of any business to be acted upon at the special meeting other than the matters discussed in this proxy statement.
Under our by-laws, business transacted at the special meeting is limited to matters relating to the purposes stated in the notice of special meeting,
which is provided at the beginning of this proxy statement. If other matters do properly come before the special meeting, or at any adjournment
or postponement of the special meeting, we intend that shares of Clayton common stock represented by properly submitted proxies will be voted
by and at the discretion of the persons named as proxies on the proxy card. In addition, the grant of a proxy will confer discretionary authority on
the persons named as proxies on the proxy card to vote in accordance with their best judgment on procedural matters incident to the conduct of
the special meeting.

Questions and Additional Information

If you have more questions about the merger or how to submit your proxy, or if you need additional copies of this proxy statement or the
enclosed proxy card or voting instructions, please call D.F. King & Co., Inc., who we expect to be our proxy solicitor, toll-free at
1-800-848-2998.

Availability of Documents
The reports, opinions or appraisals referenced in this proxy statement will be made available for inspection and copying at the principal
executive offices of Clayton Holdings during its regular business hours by any interested holder of our common stock. In addition, our list of

stockholders entitled to vote at the special meeting will be available for inspection at our principal executive offices at least ten (10) days before
the special meeting.
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THE MERGER
Background of the Merger

We regularly evaluate various strategies for improving our competitive position and increasing long-term stockholder value. As part of
these evaluations, we have, from time to time, considered various strategic alternatives, including acquisitions, divestitures, capital raising
transactions, and the potential sale of the entire Company. In addition, management and the board of directors of the Company regularly discuss
the position and prospects of the Company within the mortgage loan and mortgage-backed securities markets and review our short and long-term
business strategies, as well as market trends in the industry and the challenges confronting the Company in attaining its strategic objectives and
creating value for its stockholders.

Given the challenging economic environment in the industries in which the Company operates, the board of directors' consideration of
these strategic alternatives accelerated during the fall of 2007. At the board of directors' direction, the Company began to more actively consider
the possibility of pursuing potential strategic or financial transactions involving certain of the Company's lines of business. The Company's
Chief Executive Officer, Frank P. Filipps, led the Company's activities in this area under the board of directors' direction and regularly updated
the board of directors on material developments.

During the fall of 2007, the Company received several inquiries indicating certain third parties' potential interest in purchasing our
Quantum subsidiary, which performs special servicing of mortgage loans.

In November 2007, Mr. Filipps received an unsolicited phone call from Greenhill & Co. ("Greenhill") to schedule a meeting in light of
potential client interest in pursuing investments in companies providing services to the mortgage markets. On November 15, 2007, Mr. Filipps
met with Greenhill in New York, New York. At that meeting, Mr. Filipps provided a general overview of the Company's business and current
market conditions.

On November 20, 2007, we received an indication of interest from an affiliate of Greenfield Partners, in which the affiliate proposed an
acquisition of 49% of our Quantum subsidiary, and an option to purchase the remaining 51% of such subsidiary at a later date.

On November 23, 2007, a member of our board of directors received a letter from Company A. In this letter, Company A provided its
assessment of the mortgage loan and mortgage-backed securities markets and the Company's position in such markets. Company A indicated its
interest in providing additional equity financing to the Company in order to address its perception of the Company's deteriorating financial
condition.

Our board of directors held a regularly scheduled meeting on November 28, 2007 in which it discussed the indication of interest received
from the affiliate of Greenfield Partners, with respect to our Quantum subsidiary. Our board of directors directed Clayton management to
prepare a summary of the business plan and prospects for our Quantum subsidiary. Our board of directors discussed the November 23rd letter
from Company A, but deferred action on this matter until its next regular meeting of the board of directors so that it could consider this proposal
in connection with its review of the Company's likely capital requirements for 2008.

At a regularly scheduled meeting of the board of directors on December 19, 2007, Clayton management and the board of directors
discussed the equity financing proposal made by Company A. In light of the Company's intent to amend its credit facility and related term loan,
and to obtain a waiver from its lenders with respect to the Company's compliance with debt covenants under the loan, Clayton management and
the board of directors concluded that it would not be necessary to raise any additional funding for operations at that time. At this meeting,
Clayton management presented a

18

30



Edgar Filing: CLAYTON HOLDINGS INC - Form DEFM14A

summary of the Company's financial condition, business plan and prospects, including a specific presentation for the line of business conducted
by our Quantum subsidiary. Clayton management also updated the board of directors on strategic objectives for 2008, providing an overview of
the mortgage loan and mortgage-backed securities markets, and the Company's proposed budget for 2008. As a result of this discussion, the
board of directors determined that it would be willing to consider offers for the purchase of all or a part of our Quantum subsidiary.

On December 20, 2007, Mr. Filipps met in South Norwalk, Connecticut at the offices of Greenfield Partners with representatives from
Greenfield Partners, including Eugene A. Gorab, the President and Chief Executive Officer of Greenfield Partners, and representatives of
Greenfield Partners' financial advisor, Greenhill. At the meeting, Mr. Filipps and Mr. Gorab discussed the mortgage market generally, the
Company generally, potential opportunities in the current environment, the previous proposal by an affiliate of Greenfield Partners to acquire
49% of our Quantum subsidiary, and specifically how Quantum would fit into Greenfield Partners' strategic plan. The parties also discussed the
potential for Greenfield Partners to acquire additional business units of Clayton.

On December 21, 2007, we sent a draft confidentiality agreement to Greenfield Partners. On January 2, 2008, after finalizing negotiations
of the confidentiality agreement, we entered into the confidentiality agreement with Greenfield Partners.

On January 4, 2008, we received a preliminary due diligence request list from Greenhill on behalf of Greenfield Partners, and we began to
prepare confidential information for Greenfield Partners' review.

During the course of January 2008, we responded to Greenfield Partners' due diligence requests, provided Greenfield Partners with
confidential information concerning the Company and held discussions with Greenfield Partners and Greenhill regarding the Company's
business and prospects.

During January 2008, the Company also entered into confidentiality agreements and shared due diligence material with several other parties
which had indicated an interest in acquiring our Quantum subsidiary. Also during this period, the Company received a call concerning an
indication of interest in a transaction from Company B, an international outsourcing services firm. On January 22, 2008, Clayton management
held a conference call with Company B to discuss the Company's business and prospects.

On February 6, 2008, the Company received an indication of interest from Greenfield Partners, in which Greenfield Partners proposed
acquiring 100% of the outstanding equity securities of the Company at a price of $5.50 per share in cash. This price represented a premium of
27.6% to the February 5, 2008 closing price. In this proposal, Greenfield Partners requested an exclusive negotiating period.

On February 6, 2008 and February 7, 2008, Mr. Filipps contacted each member of the board of directors to advise them of the indication of
interest received from Greenfield Partners, and a special meeting of the board of directors was called for February 13, 2008 to discuss the
proposal.

On February 7, 2008, based upon the recommendation of members of the board of directors, Mr. Filipps began contacting potential
financial advisors in connection with the Company's consideration of a possible sale transaction, including Banc of America Securities LLC
which was subsequently engaged to assist the Company in its consideration of strategic alternatives.

During February 2008, Margaret Sue Allon, a member of the board of directors, indicated an interest in potentially partnering with another
party to acquire our Clayton Fixed Income Services subsidiary.

At a meeting of the board of directors on February 13, 2008, Clayton management, and counsel to the Company, Goodwin Procter LLP
("Goodwin"), discussed the indication of interest from Greenfield
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Partners and the duties and obligations of the board of directors in connection with considering the proposal and any other potential strategic
alternatives. At this time, the board of directors determined to form a special committee of non-interested directors (the "Special Committee") to
review and evaluate the strategic alternatives available to the Company, including a possible sale. The Special Committee consisted of all of the
members of the board of directors other than Ms. Allon because of her indication that she might align herself with one of the potential
participants in the process.

A meeting of the Special Committee was then called to discuss the indication of interest received from Greenfield Partners and the
Company's proposed response to the proposal. In addition to Clayton management and Goodwin, representatives of Banc of America Securities
were present. During the meeting, the Special Committee discussed the challenges faced by the Company given the status of the mortgage loan
and mortgage-backed securities markets. These topics had been discussed with the board of directors at many of the regularly scheduled
meetings. Given the continued decline in the mortgage loan and mortgage-backed securities markets, the Special Committee concluded that
there could be significant risks in connection with the execution of our business plan on a stand-alone basis. As a result of these concerns, the
Special Committee decided to commence the formal solicitation of indications of interest regarding the potential sale of the Company. During
the meeting, the Special Committee considered Greenfield Partners' proposal and extensively discussed the request from Greenfield Partners to
enter into an exclusive negotiating period covering a potential transaction. The Special Committee determined not to grant exclusivity to
Greenfield Partners at that time. Instead, the Special Committee directed Banc of America Securities to contact other parties, both financial and
strategic, to determine their potential interest in considering a business combination transaction with the Company.

Following this meeting, in accordance with the Special Committee's directives, Banc of America Securities contacted and/or followed up
with a total of 27 parties (including both strategic buyers and selected financial sponsors) during the process concerning their possible interest in
acquiring the Company. Of these parties, a total of 12 entered into confidentiality agreements with the Company and were provided with
non-public documents and/or access to our electronic data room for due diligence purposes. Of the 12 parties which entered into these
agreements, a total of seven (7) parties met with members of Clayton management or attended conference calls for the purpose of discussing the
Company's business and prospects and conducting due diligence. During February and early March 2008, all of the parties which entered into
confidentiality agreements with the Company, other than Greenfield Partners, Company A and Company B, declined to participate further in the
sale process or failed to express continued interest in a transaction.

On February 14, 2008, we granted Greenfield Partners access to our electronic data room for the purpose of conducting due diligence.

On February 15, 2008, additional public information concerning the Company was sent to Company B. On February 25, 2008, we entered
into a confidentiality agreement with Company B and we granted Company B access to our electronic data room.

On February 20, 2008, a confidentiality agreement was sent to Company A. On February 21, 2008, Company A's counsel and Goodwin
held a conference call regarding a potential transaction. On February 22, 2008, we entered into a confidentiality agreement with Company A and
granted Company A access to our electronic data room.

On February 21, 2008, we held our earnings release conference call with respect to the year ended December 31, 2007. Also on
February 21, 2008, we amended our existing credit facility and related term loan. The amendment waived the Company's compliance with debt
covenants under the loan until March 31, 2009, at which time the Company will be required to reduce the principal amount outstanding by
$5,000,000, as well as comply with the debt covenants.

20

32



Edgar Filing: CLAYTON HOLDINGS INC - Form DEFM14A

On February 27, 2008, the Special Committee met in New York, New York with Clayton management and the Company's legal and
financial advisors. The Special Committee engaged in a lengthy discussion of the Company and its various alternatives. In particular, the Special
Committee reviewed the financial condition of the Company and its prospects both on a stand-alone basis or following a sale of one of its lines
of business. The Special Committee was updated on the status of communications with third parties participating in the sale process. The Special
Committee then discussed the process going forward, including the likely timing of the submission of final bids.

On February 28, 2008, Company management met in New York, New York with Company A to discuss due diligence questions.
Representatives of the Company's financial advisor also attended this meeting.

On March 4, 2008, the Company received a written preliminary, non-binding indication of interest from Company A, in which Company A
proposed acquiring 100% of the outstanding equity securities of the Company at a price of $5.25 to $5.75 per share in cash.

On March 6, 2008, the Special Committee met by means of a teleconference with Clayton management and the Company's legal and
financial advisors, and received an update on the sale process, including a review of each party that had been contacted and its current level of
interest.

On March 7, 2008, a final bid proposal package, including drafts of the proposed merger agreement and limited guaranty, was delivered to
Greenfield Partners and Company A. A written response from each party was requested by March 20, 2008.

On March 13, 2008, the Company received a written preliminary, non-binding indication of interest from Company B, in which Company
B proposed acquiring 100% of the outstanding equity securities of the Company at a price of $4.32 per share in cash, the approximate market
price of the Company's shares at that time. Company B was informed that the price reflected in its indication of interest was too low and would
need to be raised before its proposal would be seriously considered. Company B did not revise its proposal.

In the period between March 11, 2008 and March 20, 2008, we responded to requests from Greenfield Partners and its legal and accounting
representatives regarding various due diligence matters.

On March 20, 2008, the Company received a definitive proposal from Greenfield Partners, in which Greenfield Partners proposed acquiring
100% of the outstanding equity securities of the Company at a price of $5.50 per share in cash. Greenfield Partners also included revised drafts
of a merger agreement and limited guaranty, and drafts of an equity commitment letter and voting agreement, as well as a final due diligence
request list to complete its review of our various business units.

Between March 7, 2008 and March 20, 2008, the Company's legal and financial advisors had discussions with representatives of Company
A concerning its interest in pursuing an acquisition of the Company. Company A ultimately declined to submit a bid to acquire the Company on
March 20th as had been requested by the Company.

On March 21, 2008, for due diligence purposes, Greenfield Partners' accountants met in our offices in Shelton, Connecticut with members
of Company management regarding various tax matters and with our independent auditors regarding audit matters.

On March 24, 2008, various information technology representatives of Greenfield Partners met with Company management for due
diligence purposes at our offices in Shelton, Connecticut.

On March 25, 2008, Mr. Filipps met with Mr. Gorab at the offices of Greenfield Partners to discuss the terms of Greenfield Partner's
March 20, 2008 proposal. Later on March 25, 2008,
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Greenfield Partners verbally revised its proposal to acquire 100% of the outstanding equity securities of the Company at a price of $6.00 per
share in cash.

On March 26, 2008, the Special Committee met by means of a teleconference with Clayton management and the Company's legal and
financial advisors. The Company's financial advisor provided an overview of the sale process undertaken to date. The specific terms of
Greenfield Partners' proposal were then discussed, including an extensive discussion regarding the rights of the Company to terminate the
merger agreement and, conversely, the rights of Greenfield Partners to terminate the merger agreement and the remedies of the parties in the
event of such termination.

During the course of March 26, 2008 through April 12, 2008, Goodwin and counsel to Greenfield Partners, Skadden, Arps, Slate,
Meagher & Flom LLP ("Skadden") discussed the terms of the merger and related due diligence matters and exchanged drafts of the merger
agreement and each of the limited guaranty, equity commitment letter and voting agreement. During this period, representatives of Goodwin and
Skadden discussed and negotiated various matters, including but not limited to, the scope of the representations and warranties, the conduct of
the Company's business between signing and closing of the transaction, regulatory matters (including necessary antitrust filings and regulatory
consents), the parties' respective conditions to closing (in particular the circumstances that would or would not trigger the "material adverse
effect" closing condition), the Company's ability to respond to unsolicited inquiries following the announcement of the transaction, the rights of
the parties to abandon the transaction and, in such event, any applicable termination fee, and the terms of the voting agreement requested by
Greenfield Partners. Also during this period, representatives of Greenfield Partners met for due diligence purposes with members of Company
management and our independent auditors, our tax, accounting and information technology representatives, and our regulatory counsel and other
outside counsel and visited a number of our facilities.

On March 30, 2008, Company A contacted a representative of Goodwin to express a renewed interest in becoming involved in the strategic
alternative process and the parties engaged in discussions concerning the process and its timing. Company A, however, failed to further
participate in the Company's strategic alternative process.

On April 10, 2008, the Special Committee met in New York, New York with Company management and the Company's legal and financial
advisors. Goodwin presented a summary of the material terms of the merger agreement and ancillary documents, and Banc of America
Securities discussed financial aspects of the proposed transaction, including the types of valuation methodologies it expected to utilize in
evaluating the per share merger consideration from a financial perspective. The Special Committee then discussed stand-alone prospects of the
Company, the financial terms of the proposed acquisition and the timing of and other matters related to the potential transaction with Greenfield
Partners.

On April 11, 2008, Company management conducted a conference call with representatives from Greenfield Partners and Greenhill to
discuss the mortgage loan and mortgage securities markets and the prospects for the Company's business.

On April 12, 2008, negotiations continued in order to resolve the remaining open issues, including without limitation, certain state issued
permits and the required regulatory consents under the merger agreement.

On April 13, 2008, the board of directors held a special meeting by means of a teleconference to discuss the proposed transaction. Company
management and representatives of the Company's legal and financial advisors also were present. At the beginning of the meeting, the board of
directors resolved to dissolve the Special Committee as Ms. Allon had resigned as a member of the board of directors on February 29, 2008, and
there were no other interested members of the board of directors. Also at this meeting, the board of directors received a presentation from
Goodwin regarding the terms
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of the merger agreement. Banc of America Securities also reviewed with the board of directors its financial analysis of the per share merger
consideration and delivered to the board of directors an oral opinion, which was confirmed by delivery of a written opinion dated April 13, 2008,
to the effect that, as of that date and based on and subject to various assumptions and limitations described in its opinion, the per share merger
consideration to be received by holders of Clayton common stock was fair, from a financial point of view, to such holders. The board of
directors, absent one member who was not present due to a death in the family, discussed at length the advantages and risks of the proposed
transaction that are described in "Reasons for the Merger and Recommendation of our Board of Directors" below. Following this discussion, all
of the members of the board of directors present at the meeting unanimously determined that the merger and merger agreement were fair to,
advisable and in the best interests of the Company and its stockholders, approved the merger agreement, and recommended that the Company's
stockholders approve and adopt the merger agreement.

The merger agreement was executed by Clayton, Cobra Green and the Merger Subsidiary on April 13, 2007. Prior to the commencement of
trading on NASDAQ on April 14, 2008, Clayton issued a press release announcing the merger.

Reasons for the Merger and Recommendation of our Board of Directors

During the course of evaluating the merger and the merger agreement, our board of directors considered a number of factors and consulted
our senior management and outside legal and financial advisors.

Our board of directors considered a number of factors supporting its decision to approve the merger and adopt the merger agreement,
including, but not limited to:

discussions with our management regarding our business, financial condition, competitive position, business strategy,
succession planning, strategic options and prospects, as well as risks involved in achieving these prospects, the nature of our
business and the industry in which we compete, and current industry, economic and global market conditions, both on a
historical and on a prospective basis, all of which led our board of directors to conclude that the merger presented an
opportunity for Clayton stockholders to realize greater value than the value likely to be realized by stockholders in the event
we remained independent;

our review of possible alternatives to a sale of Clayton, including remaining independent and growing our business
organically, a sale of a portion of our business, leveraged recapitalizations and leveraged buyouts by financial sponsors or
private equity firms, the timing and likelihood of actually achieving additional value from these alternatives, as well as the
risks and uncertainties associated with such alternatives, and our board's assessment that none of these alternatives was
reasonably likely to result in value for stockholders greater than the consideration to be received in the merger;

the $6.00 per share to be paid as the consideration in the merger represents an approximately 24.5% premium over the
closing price of Clayton common stock on April 11, 2008 (the trading day prior to announcement of the transaction), an
approximately 32.9% premium over the average closing price of Clayton common stock for the thirty trading days prior to
April 11, 2008 and an approximately 39.1% premium to the average closing price for the ninety trading days prior to
April 11, 2008;

the belief by our board of directors that we had obtained the highest price per share that Cobra Green was willing to pay,
taking into account the terms resulting from extensive negotiations between the parties;
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the risk that Clayton might be unable in future quarters to meet the projections of management or investors and the possible
resulting effect that this could have on the trading price of Clayton common stock;

the fact that, prior to negotiating and entering into the merger agreement with Cobra Green, Clayton, with the assistance of
its financial advisor, actively solicited offers from 27 potential strategic and financial buyers;

the opinion of Banc of America Securities, dated April 13, 2008, to Clayton's board of directors as to the fairness, from a
financial point of view and as of the date of the opinion, of the per share merger consideration to be received by holders of
Clayton common stock, as more fully described below in the section entitled "Opinion of Clayton's Financial Advisor;"

the fact that the merger consideration is all cash, which provides certainty of value to our stockholders compared to a
transaction in which stockholders would receive stock;

the fact that Cobra Green received an equity commitment from Greenfield Acquisition Partners V, L.P. to fund the merger
consideration and related expenses and there is no debt financing requiring access to the capital markets to finance the
transaction;

the fact that the provisions of the merger agreement were determined through arms' length negotiations between us and our
counsel, on the one hand, and Cobra Green and its counsel, on the other hand; and

the terms of the merger agreement, as reviewed by our board of directors with our legal advisors, including:

1.
the ability of the board of directors, under certain circumstances, to furnish information to and conduct
negotiations with a third party and, under certain circumstances, upon the payment to Cobra Green of a
termination fee of $6,700,000, to terminate the merger agreement to accept a superior proposal;

2.
the board of director's belief that the $6,700,000 termination fee payable to Cobra Green was reasonable in the
context of termination fees that were payable in other comparable transactions and would not be likely to preclude
another party from making an acquisition proposal; and

3.

the likelihood that the merger will be consummated in light of the limited conditions to Cobra Green's obligation
to complete the merger, Cobra Green's financial capability, and the absence of any financing condition to Cobra
Green's obligation to complete the merger.

In the course of its deliberations, our board of directors also considered a variety of risks and other countervailing factors, including:

that we will no longer exist as an independent company and our stockholders will no longer participate in our growth or any
of the synergies resulting from the merger;

the risks and costs to us if the merger does not close, including the diversion of management and employee attention,
employee attrition and the effect on business relationships;

the restrictions the merger agreement imposes on soliciting competing bids and the fact that we would be obligated to pay
the $6,700,000 termination fee to Cobra Green under certain circumstances;

that, in the event that Cobra Green does not fund the merger consideration within ten (10) business days of the satisfaction of
all of the conditions to closing (other than those conditions that are to be satisfied at the closing), our sole remedy is a
termination fee of
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$9,000,000 to be paid by Cobra Green within two (2) business days after our termination of the merger agreement;

the fact that gains from an all-cash transaction would generally be taxable to our stockholders for U.S. federal income tax
purposes;

that, while the merger is expected to be completed, there can be no assurance that all conditions to the parties' obligations to
complete the merger will be satisfied, and as a result, it is possible that the merger may not be completed, even if approved
by our stockholders, see "The Merger Agreement Conditions to the Merger";

the fact that we are entering into the merger agreement with a newly formed entity with essentially no assets, and
accordingly, that our remedy in connection with a breach, even a breach that is deliberate or willful, of the merger agreement
by Cobra Green is limited to damages not to exceed $9,000,000;

the interests of our officers and directors in the merger described under "Interests of Our Dir