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Welcome

At the time of this writing the housing stock of the United States has lost 10 Trillion
Dollars in equity. The credit bubble and the world wide liquidity crisis has dashed
‘business as usual” and makes it incumbent for real estate professionals to become far
more comfortable in the area of distressed sales if they are to provide their clients with
needed services. When all is said and done it was realtors in most cases that sold
them the homes that they are now occupying. It is projected that their will be 8.5
million homes entering the foreclosure process in 2009 and that 6 out of 10 sales will
be of a distressed property. There are eight foreclosures for every short sale which
points out the need for more competent realtors rolling up their sleeves and spending
the time to learn how the system works, how they can work the system and make a
business in this arena. For homeowners this manual can provide you with the truth
behind the fagade and assist you in determining the facts and overcoming the hurdles.

Realtors Duty to Know Territory

Realtors have a duty under most state laws to exercise reasonable skill and care and
to deal honestly and in good faith similar to Washington state statute RCW 18.86.030.
Likewise there is the REALTOR® Code of Ethics specifically, Article 11 which provides
that REALTORS® shall not undertake to provide specialized professional services
concerning a type of property or service that is outside their field of competence unless
they engage the assistance of one who is competent on such types of property or
service or unless the facts are fully disclosed to the client.

Realtors have an ethical if not legal duty to “know their territory” both geographically
and in terms of competence. Many do not embrace the risk of listing and selling “Short
Sales” without engaging any outside expertise. There is a general desire to avoid
liability based on Article 13 that states “REALTORS® shall not engage in activities that
constitute the unauthorized practice of law and shall recommend that legal counsel be
obtained when the interest of any party to the transaction requires”. There are legal
and accounting ramifications to all short sales.

Most realtors do not work routinely with clients in financial distress. When they do, they
find that such transactions require an entirely different skill set. They find themselves
spending so much time mired in the problems of one client that they neglect other
transactions. Meanwhile, the stakes are high, and there is little or no control over the
players or the experience. This makes many realtors uncomfortable, wondering if they
would be better off referring these clients to a specialist.
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Traps for Unwary Realtors

As the short sale market heats up agents are pressed to deal with complex issues
beyond their normal experience and it is vital that realtors understand how to protect
themselves.

I've started this article with a quick review of the statues ruling agent conduct. I've
added comments on issues specific to the Short Sale market, where deals can
become complex with overlapping legal, financial and real estate issues and each
player has their own set of rules.

What Constitutes Unprofessional Conduct?
(Based on RCW 18.235.130 “Responsibility of the Real Estate Agent”)

The following conduct, acts, or conditions constitute unprofessional conduct for any
license holder or applicant under the jurisdiction of this chapter:

(1) The commission of any act involving moral turpitude, dishonesty, or corruption
relating to the practice of the person's profession or operation of the person's business,
whether the act constitutes a crime or not. At the disciplinary hearing a certified copy of
a final holding of any court of competent jurisdiction is conclusive evidence of the
conduct of the license holder or applicant upon which a conviction or the final holding
is based. Upon a conviction, however, the judgment and sentence is conclusive
evidence at the ensuing disciplinary hearing of the guilt of the license holder or
applicant of the crime described in the indictment or information, and of the person's
violation of the statute on which it is based. For the purposes of this subsection,
conviction includes all instances in which a plea of guilty or nolo contendere is the
basis for the conviction and all proceedings in which the sentence has been deferred
or suspended. Except as specifically provided by law, nothing in this subsection
abrogates the provisions of chapter 9.96A RCW. However, RCW 9.96A.020 does not
apply to a person who is required to register as a sex offender under RCW 9A.44.130;

(2) Misrepresentation or concealment of a material fact in obtaining or renewing a
license or in reinstatement thereof;

(3) Advertising that is false, deceptive, or misleading;

(4) Incompetence, negligence, or malpractice that results in harm or damage to
another or that creates an unreasonable risk of harm or damage to another;

(5) The suspension, revocation, or restriction of a license to engage in any business or
profession by competent authority in any state, federal, or foreign jurisdiction. A
certified copy of the order, stipulation, or agreement is conclusive evidence of the
revocation, suspension, or restriction;

(6) Failure to cooperate with the disciplinary authority in the course of an investigation,
audit, or inspection authorized by law by:

(a) Not furnishing any papers or documents requested by the disciplinary authority;
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(b) Not furnishing in writing an explanation covering the matter contained in a
complaint when requested by the disciplinary authority;

(c) Not responding to a subpoena issued by the disciplinary authority, whether or
not the recipient of the subpoena is the accused in the proceeding; or

(d) Not providing authorized access, during regular business hours, to
representatives of the disciplinary authority conducting an investigation, inspection, or
audit at facilities utilized by the license holder or applicant;

(7) Failure to comply with an order issued by the disciplinary authority;

(8) Violating any of the provisions of this chapter or the chapters specified in RCW
18.235.020(2) or any rules made by the disciplinary authority under the chapters
specified in RCW 18.235.020(2);

(9) Aiding or abetting an unlicensed person to practice or operate a business or
profession when a license is required;

(10) Practice or operation of a business or profession beyond the scope of practice or
operation as defined by law or rule;

(11) Misrepresentation in any aspect of the conduct of the business or profession;

(12) Failure to adequately supervise or oversee auxiliary staff, whether employees or
contractors, to the extent that consumers may be harmed or damaged;

(13) Conviction of any gross misdemeanor or felony relating to the practice of the
person's profession or operation of the person's business. For the purposes of this
subsection, conviction includes all instances in which a plea of guilty or nolo
contendere is the basis for conviction and all proceedings in which the sentence has
been deferred or suspended. Except as specifically provided by law, nothing in this
subsection abrogates the provisions of chapter 9.96A RCW. However, RCW
9.96A.020 does not apply to a person who is required to register as a sex offender
under RCW 9A.44.130;

(14) Interference with an investigation or disciplinary action by willful misrepresentation
of facts before the disciplinary authority or its authorized representatives, or by the use
of threats or harassment against any consumer or witness to discourage them from
providing evidence in a disciplinary action or any other legal action, or by the use of
financial inducements to any consumer or witness to prevent or attempt to prevent him
or her from providing evidence in a disciplinary action; and

(15) Engaging in unlicensed practice as defined in RCW 18.235.010.

2009 © Michael Kaminski -3-



Certified Short Sale Specialist Training

Concerns Specific to the Short Sale Market

Issues of Breaching of Fiduciary Duty

Many investors are increasingly executing what’s known as a "double close and flip," a
type of short-sale transaction that can leave practitioners exposed to irate sellers, who
say they got a raw deal.

Here’s what typically happens: Investors insist on handling short-sale negotiations with
the lender, thus freeing up their real estate practitioner to concentrate on finding a
buyer. During the negotiations, the investors—often without the practitioner’s
knowledge—talk the sellers into turning over the deed. Once the practitioner finds a
buyer, the investors do a “double closing,” buying it themselves from the seller at a
deep discount and then flipping it to the buyer at the listed price, making money on the
spread.

Best Practice: When Using an Investor

There are good reasons to allow reputable investors an opportunity to make a
wholesale cash offer to the seller, process the short sale and allow the agent to then
co-list the property with the investor after the property, WITH THE FULL
KNOWLEDGE AND WRITTEN CONSENT OF THE SELLER, is placed into a family
trust, still controlled by the seller, to achieve "market seasoning."

The investor’s cash offer speeds up the process

The investor is an institution with sufficient size, staff and expertise to process the sale
and MOST IMPORTANTLY, provide the agent and homeowners with regular email
updates; and

The investor has sufficient economic resources to honor his all-cash offer without
having to resort to a “double close.”

The delayed listing allows for less buyer fallout and more certainty in the retail sale.

In the event the investor cannot obtain approval from the lender at a low enough price
to achieve sufficient "spread," the investor, on behalf of the trust, will deed the property
back to the homeowner. This now allows the agents to present the lender(s) with the
retail offer that should now be looked upon more favorably in comparison to the
wholesale offer investor has been negotiating.

This eliminates time consuming processing by the agent and generally (but not always)
provides greater revenue to compensate for the time and cost of doing the short sale.

Issues of Poor Oversight of a Loss Mitigation Company

Companies that specialize in managing short sales promise to focus on the
complicated details of the short sale, freeing up practitioners’ time to find buyers. But a
lot of these companies are fly-by-night outfits or have one person who's overworked.
In these instances, practitioners are coming back a month later to check on the deal
only to find no one has even opened the file. Agents who take a hands-off approach
can be charged with negligence if a deal falls apart.
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Best Practice: Know Who You Are Dealing With

Confirm that the processor has been in business for more than two years and has
closed at least 25 Short Sales. The processor should be willing to provide you with
redacted commitments from lenders agreeing to the short sale.

Before trusting your deal to a processor, check out whether or not they have ANY
license and whether or not they are subject to any governmental supervision. Obtain
testimonials and/or recommendations from those who have utilized their services in the
past. Ask them how many files they are processing and what the ratio of files per
negotiator is; 25 to 1 is usually the most one processor can handle without an
assistant.

Issues of Missing Credentials to Undertake Loss Mitigation

It often makes sense for practitioners to take a two-pronged approach with clients
facing a difficult time paying their mortgage—first trying to help them accomplish a loan
modification (for a fee), and then finding a buyer if a modification doesn’t work.

But watch out. Depending on your state, you may need a specific license, sometimes
called a credit repair license, to earn a fee for helping owners modify mortgage terms.
Without the right credentials, taking a fee for loan modification assistance could be a
criminal offense.

Best Practice: Use Specialized Professionals

In Washington State loan modifications may be undertaken only by attorneys and/or
licensed mortgage brokers. Agents should focus on putting together a team that
involves someone the process the short sale, someone to provide legal advice and
someone to provide tax advice. Agent must know “what they don’t know” and be
willing to bring in professionals to ensure deals are managed legally.
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The Homeowner’s Experience

Maslow’s Hierarchy of Needs

morality,
creativity,
spontaneity,
problem solving,
lack of prejudice,
acceptance of facts

Self-actualization

self-esteem,
confidence, achievement,
respect of others, respect by others

/ friendship, family, sexual intimacy \

security of body, of employment, of resources,
of morality, of the family, of health, of property

Ph}fSI 0| Ogl cal / breathing, food, water, sex, sleep, homeostasis, eﬂ

Even on the surface, you can see that loss of a home impacts basic needs at several
levels. A home provides a place to cook and get drinking water, sleep and provide
privacy for other physiological needs.

A home provides a safe place to raise a family and to retreat from the rest of the world.
A home makes you part of a community. Owning a home is an achievement to be
proud of, earning the respect of others and building self respect.

Loss of a home is more than just the loss of a piece of property; it can represent the
loss of an entire life, even the loss on one’s very identity.

Many of your clients will be devastated by this loss. Understand that current
circumstances have undermined even the most responsible homeowners and treat all
your clients with respect at all times.
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Understand the Homeowner’'s Grief

The loss of a home can be as traumatic as loss of a loved one, loss of a job or the loss
you’re your health. As you work with your client through the Short Sale process, it will
help both of you if you keep in mind that they are grieving their loss. Below I've listed
the emotional stages associated with this kind of loss.

| offer them here for your use only. | don’t recommend that you tell your client he is in
denial or in the negotiation stage. People in the grieving process are unlikely to
welcome your insights. But if you know your client is having difficulty, it wouldn’t hurt to
show some compassion and validate their feelings, or if appropriate in your
relationship, you might suggest they talk with a professional about what is happening.
It won’t hurt and it might help.

So, here are six generally accepted phases of grief,

Denial

| feel fine.

This can’t be happening to me.

Anger

Why me? It's not fair!

How can this be happening to me!

Who can | blame?

Bargaining:

Just let me get out of this mess and I'll ......

Just let me keep my house until my children graduate and I'll....
I'll do anything for a few more years.

I'll give my life savings if only...

Depression:

I'm so sad, why bother with anything?

Everything I've worked my whole life for is gone; why go on?
Acceptance:

It's going to be okay.

| can handle this, I've dealt with change before.

| can't fight it; | may as well prepare for it.

Acceptance is the stage where the best help can be given.
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Short Sale and Workouts Workflow
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Workout Process Document Flow
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What the Listing Agent Should Know to
Successfully Negotiate a Short Sale

| have included a copy of the document NAR uses as a standard for handling Short
Sales. | have found it vague in some matters, but it is a starting point.

I've included the text here with comments on some points it is important to keep in
mind.

You can download the original document at this website:
http://www.nhar.org/filemanager/filedownload/phpNT3dtq/ShortSale\Workflow.pdf
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ARTICLE 1

WHAT THE LISTING AGENT SHOULD KNOW TO SUCCESSFULLY
NEGOTIATE A SHORT SALE

THIS SHORT SALES WORK FLOW IS AN EDUCATIONAL TOOL
INTENDED TO GIVE BROKERS AND SALES ASSOCIATES A
COMPREHENSIVE OVERVIEW OF THE SHORT SALE PROCESS (LISTING,
MARKETING, NEGOTIATING AND CLOSING PROPERTIES SUBJECT TO A
POTENTIAL SHORT SALE). IT IS NOT INTENDED TO AND DOES NOT
CONSTITUTE LEGAL, FINANCIAL OR TAX ADVICE AND SHOULD NOT BE
INTERPRETED AS POLICY OF THE NATIONAL ASSOCIATION. TO THE
EXTENT LEGAL, FINANCIAL OR TAX ADVICE IS NEEDED BY A MEMBER
OR A MEMBER'S CLIENT OR CUSTOMER, THOSE INDIVIDUALS
SHOULD BE ENCOURAGED TO CONSULT WITH THEIR LAWYER OR
ACCOUNTANT. STATE AND LOCAL ASSOCIATIONS MAY SUPPLEMENT
OR MODIFY THE SHORT SALES WORK FLOW BASED UPON LAWS AND
REGULATIONS AFFECTING THEIR JURISDICTION. INDIVIDUAL
BROKERS MAY ALSO USE THE SHORT SALE WORK FLOW AS THE
BASIS FOR THEIR FIRM'S BORKERAGE POLICIES BY MODIFYING IT
WITH THE ADVICE OF COUNSEL TO REFLECT NOT ONLY STATE AND
LOCAL LAWSAND REGULATIONS BUT ALSO THEIR FIRMS' POLICIES
AND PROCEDURES. REALTORS® AND MEMBER BOARDS ARE
AUTHORIZED TO MODIFY, REPRODUCE AND DISTRIBUTE THE SHORT
SALE WORK FLOW. THE CONTRIBUTIONS OF REALTORS® SERVING
ON THE NAR RISK MANAGEMENT, MULTIPLE LISTING ISSUES AND
POLICIES, PROFESSIONAL STANDARDS AND CONVENTIONAL FINANCE
AND LENDING COMMITTEES TO THE DEVELOPMENT OF THIS
DOCUEMTN AND OTHER EDUCATIONAL AND INFROMATIONAL TOOLS
TO ASSIST REALTORS® DEALTING WITH SHORT SALES.

ARTICLE 1T
WHAT IS A SHORT SALE?
A “Short Sale” is defined as follows: A short sale is one where title has
transferred; where the sales price was insulfficient to pay the total of all
liens and costs of sale; and where the seller did not bring sufficient liquid
assets to the closing to cure all deficiencies.

ARTICLE III

WHAT IS A “POTENTIAL SHORT SALE™?

2|Page
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The Work Group defined a “Potential Short Sale” as follows: A potential
short sale is one where the listing agent reasonably believes the sale and
the seller is unwilling or unable to bring sufficient liquid assets to the
closing. When first dealing with a potential short sale situation members
are urged fo consult with their broker, attorney and risk manager to
determine the correct approach in their particular market area. The
following is a suggested workflow for agents interested in representing
sellers who are or who may be in a short sale sitnation. It is intended to
educate members regarding issues that arise in connection with short
sales, if modified by a broker as necessary to reflect local and state laws,
requirements and procedures and the broker’s own office policies, which
should be created with the advice of the broker’s counsel, it may also be
used as a guide for agents operating within a broker’s office.

1. Educate and Prepare Yoursell

A. Ask your broker if your company has policies and
Difficult to keep ~ Procedures regarding short sales. Follow those guidelines
pace with to the extent they comport with federal, state and local
dynamic changes. laws, MLS rules, the REALTOR® Code of Ethics and your

state’s real estate regulations.

B. Know the laws, procedures and timelines regarding
foreclosure in your state. These vary widely. Some states
use court proceedings to elfectuate foreclosures. These are
called “judicial foreclosures”. Other states use less formal
procedures, such as trustee sales, referred to generally as
“non judicial foreclosures”™. Some states, such as
California, utilize both. The most obvious difference is
that non-judicial states have a much shorter timeline to
foreclosure, but generally offer a right of redemption,
which states utilizing judicial foreclosure usually, takes
longer to complete the foreclosure process, but the former
mortgagor did not generally have recourse after the sale.
An informal survey of [oreclosure timelines suggest that a
[oreclosure can take as little as 90 days and as long as a
year or more. It is critical that you understand the
procedures and timelines in your state, even if the
property you are dealing with is not yet in foreclosure.

C. Read the most up-to-date material on short sales from

reputable sources such as the National Association of
How:doas one REALTORS® and your local and state REALTORS®
know what is associations. Be aware that there are a number of
ineffective and illegitimate, ineffective and illegal approaches to short
illegal? Where sales that are being heavily promoted to sellers and real
is the training? estate agents alike. Be mindful that your fiduciary
responsibility to your seller applies to a short sale
situation just as it applies in any other sale.

NAR says
foreclosure may
take from 90 days
to over one year!
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D.

Research and real online articles and advice on short sales
so you will be prepared for seller questions based on those
materials. Sellers can become badly misinformed by
relying solely on online short sale advice.

Seek out other reputable agents and brokers in your area
who are doing short sales. What have they learned? What
are their best practices? What are the pitfalls?

. Speak with local attorneys and CPA’s who are proficient in

short sales.

2. Gather information for the seller and other sources

A.

Local procedures RB.
and timelines

refer to law.
C.
D.
Legal terms E.

that vary from
deal to deal and
state to state.

4|Page

It is important to be aware of how much is owed on the
property and whether the seller is in default on any
mortgage liens, taxes or association dues. Ask the seller
for copies of the most recent mortgage statement(s)
including second mortgages and lines of credit. Ask for
the most recent property tax statement and association
dues bill. Check with the tax assessor, title company and
association, if necessary, to verify the total debt and any
arrears and penalties. Know that the seller is not always
aware of the total debt and may minimize or misstate it if
you simply rely on a verbal conversation.

Is the seller in default on any liens? If so, has any legal
action been taken by the lien holder(s)? This is where it
will be important to know what the local procedures and
timelines are. If you see that action has been taken,
inform the seller.

Is the seller aware that there may be insufficient equity?
This can be important because the seller may believe that
the value of their home is higher than it actually is. It is
especially important to be as accurate as possible in your
market value assessment.

Create a careful Comparative Market Analysis (CMA) or
Broker Price Opinion (BPO) using the most current
comparable sales. Be realistic about the value. Short
sellers cannot usually afford to try a high price first then
adjust down overtime. Include all costs of sale, such as
comimissions, closing costs, any interest and penalties on
loans or taxes in default. In your best judgment, will there
be positive proceeds or does the seller owe more than the
property is currently worth after all selling costs?

Finally, find out whether the loan(s) that might be subject
to a deficiency in a short sale are "Recourse” or "Non
Recourse”. In a Recourse loan, the borrower retains
personal liability for any deliciency after a sale or
foreclosure. The lender has "recourse” to the personal

2009 © Michael Kaminski
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assets of the borrower to make up any deficiency. Ina
“non-recourse” loan the lender is limited to whatever funds
are available from it s security interest in the property
itself and cannot force the borrower to repay any
deficiency. Each state has its own rules and in some
states a loan can be either recourse or non-recourse
depending on factors such as whether it was a purchase
money loan or a refinance. These are legal questions. Do
not fry to answer them yourself. Always recommend
professional legal, credit or tax advice.

3. Meet with the seller to discuss and evaluate the options.

A. Assume you have concluded the seller owes more than the
property is now worth. It is important at this point that
you advise the seller, in writing, to obtain separate legal,
credit and tax advice. The decisions the seller will be
making all have legal, financial, tax and credit
implications. A short sale should never be the first choice
because it carries with it serious negative credit and
possibly tax consequences. Potential short sellers should
always be advised that any action they take other than full
payment of the mortgage note will have negative credit
consequences. Sellers should be encouraged to consult
with a HLJD approved credit counseling agency prior to
making any decisions. Sellers should be cautioned that
when selecting a credit counselor to carefully check the
credentials of the agency as not every credit counselor or
foreclosure rescue specialist is going to be HUD approved.
What are the options available to the seller? In rough
order of the least damage to credit to most damage to
credit, they are: If the seller is unhappy that the property
value is less than the loan balance, but is otherwise under
no pressure to sell, keeping the property can be the best
solution. Even if there is some short term financial
distress, it need not result in loss of the property. Ask il
there are [amily members or other resources that can
carry the seller through if there is some financial stress.

What if there is  Because of the lack of equity, a refinance may not be

no equity... possible, but be aware of any special “hardship refinance”

by a long shot?  programs a particular lender may offer. These change
frequently. If the sellers must move, could they rent the
property (even at a negative cash flow) and sell it later in a
better market?

B. Sell the property and bring cash to close escrow. This
might not sound appealing, but it can be a good choice for
sellers who are in a [inancial position 1o pay a deficiency
from other liquid assets. This approach avoids the credit

5|Page

2009 © Michael Kaminski -17 -



Certified Short Sale Specialist Training

damage that even a successful short sale will cause. An
alternative in some circumstances is for the seller to agree
to convert any deficiency into a personal note, or a note on
another property owned by the seller. REALTORS® should
always advise sellers to consult appropriate legal and tax

How do you professionals before considering such a note. You should
know wha you not engage in activities that constitute the unauthorized

don't know? practice of law and shall recommend that legal counsel be
Where are obtained when the interest of any party to the transaction

the boundaries? requires it.
ARTICLE IV
ATTEMPT A WORKOUT WITH THE LENDER

Lenders are increasingly interested in helping financially distressed Lenders are
homeowners stay in their homes. In some cases, they have been willing to obligated to
reduce or roll back interest rates or reduce the allowable payment to help their share-
sellers avoid short sales and foreclosures. It is not generally advisable for holders

the agent to take the lead in representing a property owner in a workout.  firstand last!
Workouts are not real estate transactions. They are complex contract

modifications and to date, relatively few homeowners in distress have been

able to come fo a permanent agreement with their lender. The homeowner

should be advised to consult an attorney if this is the option they choose.  Aj workouts
Note that new laws and emerging policies and procedures by Fannie Mae,  require
Freddie Mac, the VA, the ELLA and private lenders make the workout proof of
option more complex, but also present greater opportunities for financially income.
distressed homeowners.

Offer to the lender of the foreclosure. If the seller owes more money than
the property is worth, is unable to make payments and is likely to lose the
property in foreclosure in the near future, offering to trade the property to
the lender in exchange for the cancellation of the note might make sense.
This approach is more likely to be successful in states with very long
foreclosure timelines. The lender can obtain the property much sooner
and may feel that the mitigation of loss is worth the cancellation of the
note. Like workouts, this is a contract negotiation and should be
undertaken only after consulting with an attorney.

We will discuss the short sale process in greater detail below. Be aware
that, on occasion, lenders have “approved” short sales that included
personal notes for the deliciency and unwitting sellers have signed the
notes without a full understanding of the consequences. Note that the
lender is not a principal in the transaction. The agent represents the
seller, not the lender. In a short sale, the offer is negotiated with the
seller, just as in a tradifional sale. The offer is then submitted to the

6lPage
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lender, not for an “acceptance” but for the approval of the terms and net

proceeds.

This focuses
on the result «
and neglects
the process.

The elements of a successful short sale are generally these:

The property is worth less than is owed.

The seller has some hardship that makes it impossible or
extremely impractical for the seller to keep the property.

The seller is cooperative and willing to work with a real estate
broker to package the short sale.

The lender is contacted and expresses willingness to entertain
a short sale.

The property is listed, with appropriate caveats and
protections for the seller, properly priced and effectively
marketed.

The lender is presented with an offer, accepted by the seller.
Along with a completed short sale package and narrative
explaining why the short sale is necessary and desirable. The
lender approves the offer and escrow closes as usual. No
proceeds go fo the seller.

There are tax consequences associated with these options, some of which
have changed under the Mortgage Forgiveness Debt Relief Act of 2007.
Under the new law passed in December 2007, up to $2 million of the
qualifying mortgage debt forgiven on the taxpayer’s principal residence in
2007, 2008 or 2009 will not be treated as income for the taxpayer. The
limit is $1 million for a married person filing a separate return. Mortgage
debt reduced (forgiven) through restructuring, such as a workout or a

short sale,

as well as mortgage debt forgiven in connection with a

foreclosure, all qualify for the tax exclusion. Also, the exclusion applies
only to “"acquisition indebtedness”, which is generally defined as debt used
to originally build, purchase or improve a property. Although short sales
tend to minimize the difference between what is owed and the proceeds
turned over to the lender thereby minimizing the taxable income
potentially accruing to the seller, the possibility remains. Sellers should
be advised to consult with tax or legal counsel regarding the impact of the
new law and other tax rules on their circumstances.

ARTICLE V

ALLOW THE PROPERTY TO GO TO FORECLOSURE

Usually this is the worst option. It does the most damage to a property
owner’s credit. There are circumstances, however, in which it might make
sense for a property owner who has no other resources with which to
obtain housing to simply stay in the property as long as possible. Also, as
a practical matter, if you are contacted by a homeowner who is days or a

7IPage

CPAs and
Lawyers
call the
shots here.

It may not

be the

worst option
if there is

a large tax
liability for
“foregiveness
of debt.”
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A.

The

battle

of
valiuation.

C.
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few weeks away form a foreclosure sale, it will be difficult to stop the sale,
though it is always worth trying.

ARTICLE VI

TAKING AND SERVICING THE SHORT SALE LISTING
A TYPICAL WORKFLOW

Assuming that after full reflection and consultation with appropriate legal,
credit and tax professionals, the homeowner decides that a short sale
makes the best sense. What are the factors that will lead to a successful
short sale”? The elements of a successful short sale are typically:

The property is worth less than is owed. Establish this by doing
a careful CMA or BPO, taking into account that the market may
be declining. Pay special attention to similar properties that did
not sell. The lender will need to see clearly that there is no
chance that the property will sell with enough to cover all liens
and closing costs. These sales are considered by buyers to be
distressed properties and will typically command somewhat less
than a non-distressed price. Remember that the lender may be
thousands of miles away and not be at all familiar with your
market. Incorporate local newspaper articles about the local
market and MLS statistics to strengthen your analysis.

. The seller has some hardship that makes it impossible or

extremely impractical for the seller to keep the property. How
are hardships as defined by most lenders? Most lenders focus
on and require “changed [inancial circumstances”, unusual
medical costs, death of the owner, natural disasters, even
extended military service for the reservists can be hardships.
There should be a nexus between the hardship and the need to
sell. A job loss leading to a problem paying the mortgage is
obvious, but an illness might require a family to move closer to
specialized medical help, or even without an unbearable
[inancial hardship a homeowner simply cannot stay. Lenders do
not consider a decline in value alone to be a hardship.

The seller is cooperative and willing to work with a real estate
broker to package the short sale. You will need the seller to
write a narrative of the hardship involved. The seller will be
asked by the creditor to reveal all details of the seller’s financial
situation. If there is a formal short sale application, the seller
will have to complete it. This can be embarrassing and some
sellers simply won't do it. Prepare them and make sure they are
willing to do what is required. If they are uncooperative, you will
not be able to help them. An important note is that many
troubled loans today are “subprime loans” and/or “stated income
loans”. Be especially careful to explain in writing to all sellers

Except
to them!
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Consider that
circumstances
change. ltis
doubtful that
lenders have
the ability

to cross check
and if they did
the question

is: Who
completed D.
the
application
in the first
place?
E.
Disclosure
is important!
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that that any representations of the seller’'s [inancial status that
were made on the initial loan application will be scrutinized in
the short sale application process. Sellers may expose
themselves to charges of loan fraud if the short sale application
information they provide is inconsistent with the material
provided on the initial loan application. In other words if the
seller represented on the original loan application that the
income was $10,000 per month but the short sale application
represents that his income recently dropped from a high of
$5,000 a month to $3,000 a month, this will raise the question
of loan fraud. If the seller is concerned or has questions, it is
advisable for the seller to consult with an attorney before
completing a short sale application.

The lender is contacted and expresses willingness to entertain a
short sale. Contact the lender’s “loss mitigation department”.
Ask for the person who will be responsible for processing the
short sale application. Ask to speak to the same person each
time you call. You will need an authorization letter from the
seller verifying that you have permission to speak with the lender
on the sellers behalfl. Let the lender know the situation and your
proposed short sale solution. Ask for the list of documents that
the lender may require. This may vary with each lender. Ask
for copies of any proprietary documents the lender specifically
wants to see, such as a particular short sale application form or
an income and assets sheet. These also will vary by lender. The
lender may ask you and other area brokers to a Broker Price
Opinion (BPO) to verily your evaluation. If there is more than
one loan subject to a shortfall, you will need to contact multiple
lenders and go through the same process. Some lenders are
proactive and will immediately send the short sale requirements
fo you. Others will be non-committal. Even institutions go into
denial when faced with bad news. Unless the lender indicated
that it will categorically refuse a short sale under any
circumstance (a rare occurrence), you can proceed with the next
steps.

The property is listed with appropriate caveats and protections
for the seller, properly priced and effectively marketed. When
you list the property it is important to have a record of your
discussion with the seller regarding the short sale. The listing
agreement should state that the seller’s acceptance of any offer
will be subject to the lender's approval of the offer without
requiring that the seller bring cash to close escrow and an
agreement by the listing broker to accept the commission as
approved by the lender. Offers to purchase the property would
need the same caveat regarding lender approval. This protects
the seller against agreeing unconditionally to sell the home, only
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insufficient to pay the total of all liens and costs of sale; and where the
seller does not bring sufficient liquid assets to the closing to cure all
deficiencies. Mulfiple Listing Services may as a matter of local discretion,
require participants to disclose potential short sales when participants
know a transaction is a potential short sale. In any instance where a
participant discloses a potential short sale, they must also be permitted to
communicate to other participants how any reduction in the gross
comunission established in the listing contract required by the lender as a
condition of approving the sale will be apportioned between listing and
cooperating participants. All confidential disclosures and confidential
information related to short sales must be communicated through
dedicated fields or confidential “remarks” available only to participants
and subscribers. Multiple Listing Services that permit but do not require
participants to disclose potential short sales should adopt the following
rule:

Section 5.0.1: Participants may but are not required to, disclose
potential short sales to other participants and subscribers. When
disclosed, participants may, at their discretion, advise other participants
whether and how any reduction in the gross commission established in
the listing contract, required by the lender as a condition of approving the
sale, will be apportioned between listing and cooperating participants.

Alternatively, Multiple Listing Services that require participants to disclose
potential short sales should adopt the following rule:

Section 5.0.1: Participants must disclose potential short sales when
reasonably known to the listing participants. When disclosed,
participants may, at their discretion, advise other participants whether
and how any reduction in the gross commission established in the listing
agreement, required by the lender as a condition of approving the sale, will
be apportioned between listing and cooperating participants.

ARTICLE X Conflict: Who can spend valuable
time and money on a sale that
MARKETING may not close?

Both for the seller’s sake and to generate lender confidence, your short
sale listings should be aggressively marketed. Use multiple pictures,
virtual tours, websites and advertising as appropriate. You may want to
accelerate the marketing if there is a foreclosure deadline looming. The
lender will need to understand that you have done everything possible to
sell the property at the highest price. The lender is not your client. You
represent the seller, but everybody should understand that the lender is
the true decision maker. You will want to include the marketing history in
the short sale package. Once again, if you have no offers within a
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reasonable time, adjust the price. The lender is presented with an offer
accepted by the seller, along with the completed short sale package
including a hardship letter explaining why the short sale is necessary and
desirable.

ARTICLE XI

THE OFFER

The ideal offer should be from a prequalified or preapproved buyer, with The ideal

no unusual contingencies, such as the sale of the buyer’s existing offer should
residence. It should be flexible in terms of closing. The ideal offer might require the
provide “The close of escrow to occur 30 days after buyer's receipt of buyer to
acceptance of the short sale by lender”. The ideal buyer is willing 1o be complete
patient. Of course, not all offers will be ideal. If you receive a very low inspection

offer, you may wish to attempt to negotiate it between the seller and the up front.
buyer as in an ordinary sale setting. Certainly you should counter terms

that affect the seller in a negative way, such as early possession without
compensation or inclusion of seller’s personal property. Remember that it Any offer is

is the seller who “accepts” the offer. Once the offer is fully negotiated better than
between buyer and seller, it should be signed by both, subject to the none; its a
approval by the lender as discussed elsewhere in this document. place to start
Recognize that lenders will want to see “as-is” offers without credits for negotiations.

repair or closing costs to the buyers. Policies regarding short sale counter
offers vary widely around the country and also between brokers.
Experience suggests that if you receive an offer on the low side of
“reasonable” from a qualified buyer, you may still want to pass the offer
along to the lender. In a short sale, it is more important to get the lender
a bona fide offer than it is to negotiate the perfect sale price. The very fact
that an offer is presented to the lender [or approval may persuade the
lender to put the foreclosure process on hold, at least temporarily. The
lender will have every opportunity to disapprove the offer and request a
dilferent price. Of course, just as in a traditional sale, all offers you
receive must be presented to the seller throughout the course of your
agency agreement. If your state or local Association of REALTORS®, or
your broker, provides a short sale addendum, use it in any counter offer
you make. It is designed to protect the seller against liability to the buyer
in the event the lender disapproves the short sale. Check the California
Association of REALTORS® website for some typical provisions for the
short sale addendums. Or you may check with your broker.

ARTICLE XII

THE COMPLETED HARDSHIP LETTER SHORT SALE PACKAGE AND
NARRATIVE
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Every lender is different and each short sale package can be different as
well. You may choose to submit most of the package to the lender when
you obtain the listing and then pass along the offer, or you may wait until
you have an offer to submit a complete package. The following are the
most common elements. Some will be required and some are advisable
because they will help you explain to the lender why the short sale is a
good alternative to foreclosure.

A hardship letter written by the seller describing the seller’s
circumstances. The seller should be persuasive as possible in
describing why the seller is in no position to continue with his or
her financial obligations to the lender. This letter can make or
break the short sale. The reasons given by the seller should be
compelling and the seller should be both honest and frank in
their disclosures to the lender. The seller should include
corroborating material. If the seller was fired, include the
fermination letter. If the seller has medical bills, summarize
them. If the seller is disabled, the seller should explain how that
has made it impossible for the seller to keep the property. If
there are tax problems, the seller should describe and document
them. If the property was damaged and not covered by
insurance, as in several recent natural disasters, the seller
should document the damage and the denial of the claim.

A copy of the purchase contract along with all supporting
documents signed by both the seller and the buyer

Written proof of the buyer’s ability to purchase the property, i.e.,
completed loan applications, pre-approval by a lender or
evidence of cash on hand (a current bank statement).

. A copy of the certified escrow instructions.

A preliminary title report il applicable in your state.

. An estimated net/closing statement (HUD 1) certified by an

escrow officer who is acceptable to the lender. It is very
important that this estimate be as complete and accurate as
possible. Many lenders will reference the closing statement in
their acceptance or rejection. You may receive an approval that
states “Lender will accept net proceeds of no less than 8273,585
no later than November 30, 2009". If the estimate of the net
proceeds is wrong for any reason, you may have to attempt to
renegotiate with the lender.

A completed and signed IRS Form 4506

. A completed and signed personal financial worksheet. This will

include assets such as other real estate, stocks, bonds, 401K’s,
ete.

Tax returns for the previous two years.

Two most recent copies of employment paychecks.

Profit and Loss statements if the seller is self employed.
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Bank statements for the past two or three months.
. A completed short sale application if the lender provides one.
Many don't.

N. Your CMNRPO with supporting sales data. You want to show
that the offer you are presenting is the best market price offer
the lender is likely to receive.

O. A short narrative, written by you, about the market and market
trends in the immediate area of the property being sold.
Highlight such data as average time on the market, number of
short sales and REQ listing in the MLS and price trends.
Support your conclusions with material such as recent economic
data and newspaper articles. The decision maker may well be in
another state and will not necessarily understand why the
property is suddenly worth less than the loan.

P. Your marketing history, showings and feedback. Here again,
you need to show the lender that you have made a real effort to
get the highest price. They must understand that you have done
a better job than they would have and that you have presented
them with a quick and attractive solution to a deteriorating
situation.

Q. A formal request signed by the seller asking that the short sale

be approved as submitted. IMPORTANT NOTE: If there are

multiple loans, you will repeat this process for each lender. It

can be especially difficult to obtain a short sale approval from a

second trust deed holder or other junior lien holder that is

“wiped out” in a short sale. You will probably need to request

that the first trust deed or mortgage holder offer at least a

symbolic sum to the second trust deed holder fo secure

approval. Anecdotally, second trust deed holders have recently
been accepting partial payments as low as $5,000 on trust deeds
of $100,000 or more.

=2C

ARTICLE XIII
FOLLOWING UP

Once you have submitted the short sale package, stay in touch with the
lender every day if possible. Make sure they acknowledge that the
package is complete. Try to talk fo the same person in the Loss Mitigation
Department each time and document your conversations. This is not a
happy decision for the lender. Lenders are infamous for “losing” short sale
paperwork. Keep the agents of the seller and buyer up to date. If there is
a drop dead time limit to the offer, remind the lender of it often.

ARTICLE XIV

14l Page
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SUBSEQUENT OFFERS

There are different opinions and practices concerning whether to submit
all offers received to the lender, or whether to limit the submission to the
first offer the seller accepts. Many lenders will require in writing that all
offers by submitted to the lender as a condition of reviewing the short sale
package. Consult with your broker concerning the broker’s policy
regarding subsequent offers. Remember, once again, that all offers must
be submitted to the seller, even if they are not submitted to the lender. In
some areas, agents are simply submitting all offers to the lender without
having the seller negotiate or accept any particular offer. Recognize that,
without an accepted offer signed by both the buyer and the seller, you will
not have a contract even if the lender approves. This approach presents
certain practical and risk management issues. Consult with your broker
about this practice il it appears to be common in your area, or il you are
inclined to follow the practice.

ARTICLE XV
THE LENDER RESPONSE AND THE CLOSE OF ESCROW
The lender can do one of several things.

A. Ignore the offer. (This happens.)

B. Refuse the offer, either with or without an indication of what net

proceeds would be acceptable.

C. Ask the seller to bring some or all the shortfall fo escrow. This is
a typical first response. If the seller is unwilling or unable to do
so, you will need to contact the lender immediately with a letter
from the seller to that effect.

. Approve the offer

If the lender refuses the offer, iry to determine the net proceeds

the lender would accept. Go back to the buyer and see if he or

she will increase the offer to provide those proceeds. This
process can be similar to any counter offer situation but it takes
more time. If the buyer refuses, obtain a cancellation and go to
your back-up buyers (if any) in order. If there are no back up
buyers, ask the lender to give you some time to place the
property in MLS as an “"approved short sale” at the price and
terms the lender will accept. If you then obtain a buyer who
agrees to that price and those terms, you can proceed to close
normally. Note that you may need a new approval from the
lender even if the price and terms are exactly the same. Check
with the lender.

F. If the lender approves the offer, it will typically be in a form of

demand to escrow (and possibly to you) to the effect that the

o)
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Submit only
one offer to
the lender
and hold
the rest.
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lender will accept no less than X dollars in proceeds no later
than X date. The lender may also attempt to reduce your
commission. You can certainly argue with the lender about this,
but ultimately, the lender will decide. Remember that the lender
is not accepting the offer, but is simply agreeing to a smaller
payment than the lender would otherwise be entitled to. This is
why it is so important that the estimated closing statement be
accurate il the lender approves the short sale. It will not care
what problems you might have closing the escrow on time or
what unanticipated costs you face. There will simply be a dollar
amount that will need to be available at the close of escrow.
Onmnce escrow has the approval letter, you can proceed to close in
the ordinary way. The buyer may have requested in the purchase
contract that the seller move prior to the close of escrow so there
are no holdover or possession problems. Remember that the
seller is responsible for all the usual disclosures in your state,
county and city. The seller is still the owner of the property and
the seller will be conveying fitle. You will be responsible for all
the usual duties of a real estate agent.

ARTICLE XV1
FINAL NOTES

Be aware that the Loss Mitigation and Foreclosure Departments are often
different entities and are staffed by different individuals. The Foreclosure
Department might not be aware of what the Loss Mitigation Department
has agreed to. In some cases, this had led to the property being foreclosed
even after the Loss Mitigation Department has agreed to a short sale. Try
to speak with the Foreclosure Department directly if the foreclosure date
is close to your estimated closing date.

l61Page
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The BPO Broker’s Price Opinion

Dear Real Estate Professional:

Funder’s Choice appreciates you commitment to providing us with quality products and
we look forward to continuing our relationship. Like you, Funder's Choice strives to
provide products that adhere to our clients’ content and quality standards. Changing
market conditions, together with changing client expectations, make this a challenging
task. Ultimately, our goal is to receive a high quality product in a timely manner. That
translates to no follow-up calls asking for revisions. Revision requests waste your time
and ours. To that end, we have created the following CMA guidelines. Try to adhere to
these guidelines. If you cannot, please explain why in the comment sections.

CMA must include exterior and interior subject photo (not MLS) as well as a street
photo. Funder’s Choice requires photographs of each room and any damaged areas.

If the subject property is a condominium or coop, each sale/listing address must
include a unit number or floor location.

Comparable sale and listing photos are required (can be MLS photos).
Include a Location map.

Comparable sale transaction dates should be within one year (preferably six months)
of the CMA date. If you are unable to conform to this request please comment as to
why.

Proximity of all sales and listings to subject property should be accurate (i.e. not all 1
mile). The following sale/listing distances are preferred. Urban properties < 1 Mile,
Suburban properties < 2 Miles, Rural properties < 20 Miles. Give an explanation in
Comments section if unable to meet the aforementioned criteria.

Avoid similar input (“across the grid”) for all sales and listings. For example, the GLA
for all sales is 1,000 square feet.

At least two sales and two listings should have the same number of units as the
subject property (i.e. duplex, 3-family).

At least two sales and two listings should have a similar design/style or number of
floors as the subject.

The condition rating of the subject property and sales/listings is extremely important.
Please use the following guide for rating improvements in poor to fair condition:

Poor Condition (Worn Out): Repair and overhaul is needed on painted surfaces,
roofing, plumbing and heating. There are numerous functional inadequacies and
substandard utilities, etc. Excessive deferred maintenance and abuse, limited value in
use, approaching abandonment or major reconstruction; reuse or change in occupancy
is imminent. Effective age is near the end of the scale regardless of the actual
chronological age.
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Fair Condition (Badly Worn): Significant repair is needed. Many items need refinishing
or overhauling and deferred maintenance is obvious. There is inadequate building
utility and services all shortening the life expectancy and increasing the effective age.

Average Condition: There is some evidence of deferred maintenance and normal
obsolescence with age in that a few minor repairs are needed, along with some
refinishing. All major components are still functional and contributing to an extended
life expectancy. The effective age and utility are standard for like properties of its class
and usage.

If the subject condition is stated as average or better then the CMA “as is” high value
should be in the upper half of the Neighborhood Sale Price Range or Listing Price
Range. If not, explain in Comments section.

If the subject condition is stated as poor or fair then the CMA “as is” high value should
be in the lower half of the Neighborhood Sale Price Range or Listing Price Range. If
not, explain in Comments section.

At least one sale one listing should be rated in the same condition as the subject.

The unadjusted sale/listing prices of at least two sales/listings should be within10% of
the CMA “as is” low or high values. If not, please explain in the Comments section.

The GLA for at least three sales/listings should within 20% (or 200 square feet if
subject GLA is under 1,000 square feet) of the subject GLA if subject property is
located in an Urban or Suburban area. If the subject is located in a Rural area, the
GLA for at least three sales/listings should be within 50% (or 200 square feet if subject
GLA is under 1,000 square feet) of the subject GLA. If you are unable to conform to
this request please explain as to why.

At least two comparable sales should have bedroom counts that do not vary from the
subject by more than one.

Do not use REO sales or listings unless the subject’s neighborhood/market is primarily
comprised or REO sales or the subject property condition is similar to other REO
properties. Use of REO sales and listings require and explanation in the Comments
section.

Repair costs must be specific and stated as line items. A “lump sum” estimate is not
acceptable.

The CMA value ranges (low value vs. high value) should not exceed 25% or ($20,000
for values under $100,000).

Refrain from writing remarks that could be interpreted as biased or prejudicial.

Use the CMA Comment sections to explain any unusual factors (adverse location,
health & safety, illegal/non-conforming use, adverse market conditions, etc.) variations
from the aforementioned criteria, or your analysis. An explanation as to why you varied
from the criteria specified above is extremely helpful and can avoid revision requests
and follow-up phone calls.
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After completing the request, you should immediately Email it to
documents@funderschoice.com.

Again, through mutual cooperation we can create greater efficiencies for all. Believe
me, the last thing we want to do is call you for CMA revisions or additional clarification.
Hopefully, the above guidelines provide more clarity regarding our expectations.
Please remember to provide the appropriate commentary when dealing with unusual
properties/circumstances. Thank you.
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Broker’s Price Opinion

oo | mernum[ | e

Loan #l Vendor ID [

Borrower:l | Vendor IDl
Addressl | Phone #|
Property Type | | County| | Legal|
I. GENERAL MARKET CONDITIONS [ Jrurar [Jsuburban
Current market conditions: :IDeDressed I:IS'tatic
Market price of this type property has: l:IDecreased I:IBeen Stable
Gempeting Listings in neighborheod:[__|aver supply [Inerman
Empleyment conditions: l:IDeclining I:Istable
Percentage of in neigborhood:| |% Owners | |% Tenants

Durb an

D Improving

I:I]n creased I:I% in past I:Imomhs
:IAD prox #

Mumber of in neighberhood of: I:l BOARDED or VACANT homes l:ICompeting listings that are REQ/Corporate Owned

Is it in a known flood ZOI‘\C'?DNO DYCS

Comments
Il. SUBJECT MARKETABILITY [JHeuse [Cconde [Jrownhouse [ Jmutitamiy [ Jeo-or
Range of values in neigberhood: [$ | to Is | PredominantD
Subject improvement is: D Under Improwved DAppropriate DOver Improved. ., for the neighborhood
Marketability of subject property is:[__] Poor Crair [Ceoecd
e S T . T
Comments
Assesed Value Year Yearly Taxes Tax Rate Delinquent Taxes
s | [s s |
CondaiCo-op Fees [§ ][] under Rent Contraizyin
Subject presently occupied? DOwner DTenanl DVacanl
Suspect Damage? EI Mo DYes l:l Earthquake
Last date subject soh:i:l I Sale Price |$
List Price Listing Agent
Is it currently listed? D Mo DYes IS I
Phone No.l

1. MARKET DATE (Market Value "As Is" MUST FALL WITHIN the range of indicated values of the comparables use balow.)

Item Subject Sale 1 Sale 2 Sale 3

Listing 1 Listing 2 Listing 3

Location/ Address

Prox. To Subj.

Orig. 1st Price

Current price

Sales price

Price & GLA

Mo of units

Date Salef COM

Sales or Financing
Concessions

Leasehld int.

Location/View
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ltem Subject Sale 1 Sale 2 Sale 3 Listing 1 Listing 2 Listing 3

Site size

Land Value

Design

[ Age

Condition

Above Grade Room |TOT BR BA TOT. BR BA |TOT. BR BA |TOT. BR BATOT. BR BA|TOT. BR BA TOT. BR

Count

Gross area 5.1, 5.1 5.1 5.1, 5.1, s.f.

Basement

Garage/Campet

Porches, etc HOA
Fees

Indicated Value

Comments
MARKET VALUE "AS IS" ESTIMATED MARKETING TIME FOR FC USE
Comments
$ LOW to days
$ HIGH Estimated time necessary to activats Markst Value cortract
TYPICAL CLOSING PERIOD
| to days
The average time between contact acceptance and closing Reviewer's Initials:
Interior Inspection? DYES DNO :Date Completed
I by | Phone #l | Signature

The eriginal form and supporting PHOTOGRAPHS of the subject property and street scenes MUST be sent to Funders Choice within 5 business days of your
receipt.

IV. REPAIRS AND IMPROVEMENTS:
REPAIRS REQUIRED BY LENDER

Total $

ADDITIONAL REPAIRS WHICH WOULD IMPROVE MARKETABILITY:
$
Total $

Total of ALL Recommeded
Repairs and Improvements $
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V. MARKETING THE SUBJECT PROPERTY:

A. MARKETING CONSIDERATIONS:

Functional or economic cbsolescence?

Positive or negative site influences?

Hazardous conditions?

Anticipated resale problems?
Indicate the type of fi ing property will qualify for: I:IFHA DVA I:IConvunticnal
Indicate the most probable purchaser: I:IFirst Time DMDVE Up I:I Empty MNester I:Ilnvestor

Indentify what personal property is typically sold with the home (example: range. oven. refrigerator. etc.):

B. THE RELATIONSHIP OF TIME AND MONEY:

Number of COMPETING LISTINGS in subject’s market area |

Range of Current Listing Prices  low high|
Range of Days on Market least most
Hawve PRIOR listing periods been included in this DOM range?D MO DYES

Mumber of SALES within past year in subject’'s market area: |

Range of these SALE Prices low high
Range of Days on Market least st

Hawve PRIOR listing pericds been included in this DOM range? D MO DYES
These sales had FINAL listing prices that averaged % above the final sales price
These sales had ORIGINAL listing prices that averaged % abowve the final sales price

MARKET VALUE "AS REPAIRED" SUGGESTED LIST "AS IS" ) LIST "AS 18"
5 LowW S LoOwW 5 Low
5 HIGH 5 HIGH 5 HIGH
C. OTHER MARKETING ISSUES
Actual or pending special assesments |S | for |

Delinquent association dues for the subject | |0wnefs i inlly solvent? ¥/ I:l

Utilities covered in the association fee | |

Are common areas adequately maintained?Y /M D
estmateamenthyrontr | Typical SecurtyDeposiz]______ | TypicalLesseTerm|_______]

Landlord paid utilities? I |

Should the subject property be marketed as I:I\facant or I:ITenant Occupied?
Probability of vandalism if property left vacant? [Jrow [Imedium [ Jnign
D. PROACTIVE MARKETING ACTIONS: What actlons can be taken to Imize and enh the subject’s exposure? Please comment on

appropriate actions...

Make recommended repairs?

List in MLS?

Open Houses?

Advertising?

Canvassing?

Price Strategy?

Other?

At what point would it be useful to review the effecti of these ing actions? Other comments?
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Short Sales on Steroids

“One in five borrowers owe lenders more than what their house is worth.”
First American Core Logic.

“20% of all real estate closings will soon involve a short sale.”
Wall Street Journal

“Short Sales can benefit homeowners, buyers, lenders and the surrounding
community.”
Richard Gaylord, President National Association of Realtors.

These are just a few quotes circulating through the media as everyone comes to terms
with what is now recognized as the largest real estate meltdown ever seen in the U.S.

Let’s take a look at a few more economic realities:

Today’s market is seeing a growing demand by homeowners for knowledgeable real
estate professionals capable of processing short sales. The situation has the potential
to, if not to create a fortune, at least create a profit or sustain a real estate career until
better times return.

The government has thrown a vast fortune in cash at our economy, yet it is still not
clear when or if the real estate market will show a consistent upward movement, or
even hit a point that the economic analysts ysits and real estate experts agree to call a
bottom.

To further frustrate everyone in the midst of this increasing demand, the traditional
methods for processing short sales is antiquated. Historically, short sales have been
processed through the loss mitigation and foreclosure departments of the lender;
departments notorious for their lack of customer oriented service.

The result of increased demand colliding with this antiquated process is a nearly
unworkable patchwork of non-uniform policies and procedures conducted by disparate
lenders and loan servicers.

The National Association of Realtors (NAR) must be careful not to overtly criticize their
partners in real estate -- the lenders. Therefore, typical education pertaining to Short
Sales has been heavily theoretical, without really addressing how to get things done.

As a result, real estate agents, investors and homeowners alike attempting to process
short sales have a “fail” rate of up to 90%. This is because they did not have the tools
and resources necessary. But more importantly, they were confused as to what
constituted the correct advice.

Okay, you say. | know the problem. What'’s the solution? What's this Short Sales on
Steroids?

Patience, Grasshopper.

To truly understand the challenges faced by real estate agents, investors and
homeowners attempting to navigate a short sale, you need a glimpse into the Lender’s
Culture.
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Mortgage Broker Practices

DRAFT DRAFT DRAFT

State of Washington

DEPARTMENT OF FINANCIAL INSTITUTIONS
DIVISION OF CONSUMER SERVICES

INTERPRETIVE STATEMENT

MORTGAGE BROKER PRACTICES ACT (MBPA 1S-2009-01)

CONSUMER LOAN ACT (CLA I8-2009-01)

DATE: March 10, 2009
FROM: Deborah Bortner, Director, Division of Consumer Services
RE: Loan Modification Services — License Required under the MBPA or CLA

QUESTION PRESENTED: Must loan modification service providers be licensed to offer
services 1o Washington residents?

BRIEF ANSWER: Yes, under the Mortgage Broker Practices Act (MBPA), chapter 19.146
RCW. or Consumer Loan Act (CLA). chapter 31.04 RCW.

DISCUSSION: The Division has received many inquiries regarding the applicability of the
MBPA or CLA to loan modification services. According to callers, individuals are
communicating directly with borrowers and lenders in order to negotiate loan modifications. In
most of the calls. the caller inquires as to what restrictions are applicable to loan modification
services.

For purposes of this Interpretive Statement. “loan modification™ means a change in one or more
of the loan terms. Loan modifications includes forbearances. repayment plans. modifications of
interest rates, loan term (length), loan type. capitalization of arrearages, and principal reduction.

The MBPA defines a mortgage broker as any person who for compensation or gain, or in the
expectation of compensation or gain (a) assists a person in obtaining or applying to obtain a
residential mortgage loan or (b) holds himself or herself out as being able to assist a person in
obtaining or applying to obtain a residential mortgage loan. See RCW 19.146.010.

A loan originator is a natural person who (a) takes a residential mortgage loan application for a
mortgage broker. or (b) offers or negotiates terms of a mortgage loan. for direct or indirect
compensation or gain, or in the expectation of direct or indirect compensation or gain. "Loan
originator” also includes a person who holds themselves out to the public as able to perform any
of these activities. See RCW 19.146.010.

MBPA [8-2009-01 1
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DRAFT DRAFT DRAFT

It is the Director’s position that individuals and companies offering or negotiating residential
mortgage loan terms are acting as mortgage brokers or loan originators and must licensed under
with the MBPA or CLA.

Additionally, unless sponsored by a licensed mortgage broker, or a person exempt from licensing
as a mortgage broker, a loan originator’s license is considered inactive. A loan originator with
an inactive license may not hold himself or herself out as being able to conduct the activities of a
licensed loan originator.

In addition to any applicable licensing requirements under either the MBPA or CLA, all
individuals who offer or negotiate loan terms for borrowers are required to comply with the
following:

a. Disclosures — [to be determined]

b. Fees —upfront fees are prohibited pending further interpretation

¢. Prohibited Practices — the following is prohibited: directly or indirectly emploving any
scheme, device, or artifice to defraud or mislead borrowers or lenders or to defraud any person;
engaging in any unfair or deceptive practice foward any person; obtaining property by fraud or
misrepresentation; soliciting or entering into a contract with a borrower that provides in
substance that the mortgage broker or loan originator may earn a fee or commission through
“best efforts™ to obtain a loan modification even though no loan modification is actually
obtained for the borrower.

If the mortgage broker or loan originator has an offer of a loan modification on terms and
conditions agreed to by the borrower and the borrower fails to finalize the loan modification
through no fault of the mortgage broker or loan originator, the mortgage broker or loan originator
may charge a fee. not to exceed three hundred dollars. for services rendered. preparation of
documents, or transfer of documents in the borrower’s file that were prepared or paid for by the
borrower if the fee is not otherwise prohibited by the federal “Truth in Lending Act™, 15 U.S.C.
section 1601, and Regulation 7, 12 CFR 226, as amended.

The Director’s position on this matter shall not be construed to include employees of nonprofit
HUD-approved housing counseling agencies, as long as such individuals are acting in the course
of their employment by the nonprofit counseling agency.

Noncompliance may result in the imposition of any of the sanctions allowable under the MBPA
including, but not limited to: fines, restitution to the borrower, refusal to renew a license, refusal
to grant a license, and license revocation.

CONCLUSION: Loan modification services fall under the jurisdiction of the Mortgage Broker
Practices Act and Consumer Loan Act. A mortgage broker or loan originator license, or a
license under the Consumer Loan Act is required to conduct loan modifications for Washington
residents.

Prepared by: Cindy Fazio, Staff’ Attorney

STATUTES AND RULES RELIED UPON: Chapter 19.146 RCW.

MBPA 1S-2009-01 2
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Fannie Mae /Freddie Mac by The Book

The government is big. Really big. And while Fannie Mae and Freddie Mac are not
technically government agencies, they run like government agencies. That means

there are about a gazillion steps paperwork must go through in exact order before

10:00 a.m. after the 3™ Tuesday of the month...or something like that.

Here are the steps a borrower’s loan might go through as it moves through
delinquency to any number of work out solutions.

Bear with me. I've limited these just to the bullet points because it would take a 300-
page manual to go into each one of these in detail.

Temporary Indulgence
When delinquency can be cured In 30 days or less

Fannie Mae approval not required
Reasons to use:

Pending sale or rental

Insurance settlement

Assistance arranged

Payments lost in mail

Repayment Plans
Borrower agrees to make additional payments to cure delinquency

Reasons to Use:

Use for a temporary hardship

Fannie Mae approval not required

Formal written plan

Borrower can afford additional payments

if plan will exceed 5 months - consider modification
Evaluating Possible Repayment Plan

Consider the borrowers monthly income and monthly expenses (Use one page
financial on loans with no MI)

Consider the borrower’s current monthly mortgage payment
Consider the length of the plan; if over 5 months consider a modification
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Special Forbearance
Reduces or suspends payments for specific period

Written agreement

Pay additional funds at scheduled intervals

Fannie Mae approval not required (less than 18 months)

Used in cases of:

Death/lliness where income source will return

Natural disaster

Unpreventable loss of income

If a repayment plan is not a solution or fails, consider other Work Out Options

Work Out Options - Relief Provisions

If providing temporary indulgence, a repayment plan or granting special forbearance,
the loan may be processed through any number of relief provisions called workouts.
Workouts reduce costs and eliminate or reduce the costs of foreclosure.

Workout solutions include:
Modification
Pre-Foreclosure Sale
Deed-in-Lieu of Foreclosure
Assumption

Modification Plan — Special Military Indulgence
Qualifies under the terms of Soldiers’ and Sailor& Relief Act

e |[nterest rate reduction

¢ Allowed up to 6% if borrowers income is reduced by activation of military status
Contact regional office for instructions
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Modification Plan

Allows the borrower to keep home by changing the original terms of the mortgage loan

Adds the delinquency to the unpaid principal balance

Extends term out (usually up to 360 months)

Possible reduction of interest rate (using step rate plan, return to existing rate or higher)

Changes the product type

Example of a modification plan:

Original mortgage:

(0]

O O O O

Evaluation

O O o o O o

(0]

$50,000 unpaid principal balance

Interest rate 10.5% payments made for 5 years (300 months remaining)
Mortgage payment is $457.37 owes 2 months of interest ($875.00)
Expenses each month $2,000

Income each month = $2,150

Reason for default: unemployed for 3 months
Disposable income = $150+ a month

2 children under 12

A repayment plan would take over 5 months
$50,000 balance; interest rate 10.5%; 5 yrs old

Mortgage payment is $457.37 owes 2 months ($875.00) add the amount
owed - ($875.00) to the balance the borrower now owes $50,875

The new mortgage payment would increase to $480.35

If borrowers still cannot afford the P & | payment of $480.35, the next step is to extend
the term by the number of months capitalized to as much as 480 months if necessary.

If that doesn’t work consider a step rate modification of
o 8.5% for the 1st year,
e 9.5% for the 2nd year, and back to 10.5% the 3rd year
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When to Consider a Modification
o Re-employed
e Death of a co-borrower
e Reduction in income
e Permanent short term disability
e Large unexpected expenses
e Divorce

e Catastrophe or natural disaster

Repayment Plan vs. Modification Plan

Repayment Plan Modification Plan
o Re-employed after short- layoff e Re-employed after short layoff
¢ One time, unexpected expenses e Death of a co- borrower
e Income can support additional e Reduction in income
payments o Disability
e The plan will last less than five months .
¢ Divorce
e Large unexpected expenses
Repayment Plan Modification Plan
¢ Impacts monthly delinquent numbers e Cures a delinquency immediately for
until cured both the lender and the borrower
e Requires the borrower to make ¢ Removes the loan from the
additional payments for extended delinquency numbers
periods e Insures the lender receives monthly
e Requires monthly monitoring until servicing fee
cured
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Pre-foreclosure Sale

Allows the borrower to sell the property for the current market value, even if it is less than
the Balance owed

Example of Pre-foreclosure Sale
o The balance owed is $150,000 while the value of the home is $75,000
o The borrower must find a buyer willing to pay at least $75,000
o0 the borrower may be required to contribute to the loss
When to consider a presale
o Unable to afford payments and unable to sell for total amount due
0 Unemployed Job transfer
o0 Reduction in income

o Catastrophe/Natural disaster

Deed-in-Lieu
Allows acceptance of property in satisfaction of the debt
0 Must be only alternative to foreclosure

0 Property should be listed at market value 90 days (waived in special
circumstances)

Court ordered

Death of principal borrower

O O O

MI approved
o Title must be marketable and free of judgments and liens
When to consider a DIL
o0 Death of a principal or co-borrower
Reduction of income
Unemployment

Catastrophe or natural disaster

O O O O

Divorce

Assumption
Transfers property by allowing new buyer to take over existing mortgage

o Buyer must qualify

2009 © Michael Kaminski -42 -



Certified Short Sale Specialist Training

Bankruptcy Proceedings

We (Fannie Mae/Freddie Mac) expect the Servicer (assisted by appropriate legal counsel)
to take all action necessary to protect our interest. A Servicer must be able to provide to us
evidence that it took all required action to mitigate our loss.

o Before filing an individual must obtain credit counseling. Exceptions exist - disability
or active duty

o Before discharge — borrower must complete a personal financial management
course

o Chapter 7 and 13 borrower must provide Tax return attend a pre-creditors meetings

o Chapter 13 borrower must provide an annual statement of income, and statement
of expenses Means Test

Bankruptcy - Chapter 7
Chapter 7 bankruptcy is not permitted:
o If borrower has the ‘means” to repay over a five year period
o If last Chapter 7 discharge was less than 8 years prior
e Conditions surrounding Chapter 7 proceedings:
o Loans must be 60 days delinquent to refer case to attorney
e 60 days delinquent or more and is in foreclosure

o Servicer must refer filing case within two weeks of bankruptcy

Bankruptcy - Chapter 13
Chapter 13 bankruptcy is not permitted:

o If discharge of debt is related to fraud, defalcation by a fiduciary, or to willful and
malicious acts that cause personal injury or death

o Bankruptcy plan must be five years in duration if the income is greater than state
median

e Under new bill pending in congress, debtors can “cram down” a lender who holds
purchase money security interests.

Bankruptcy - Chapter 11

o Regardless of status loan must be referred within two weeks of bankruptcy filing
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Bankruptcy - Chapter 12 or Chapter 13
o Loan must be 60 days delinquent to refer case to a bankruptcy attorney
e Loan must be sent within two weeks form the 60th day of delinquency.

e Ifloan is 60 days or more delinquent or in foreclosure, referral must be sent within
two weeks after bankruptcy filing

Bankruptcy - Chapter 20

Chapter 20 bankruptcy is a Chapter 7 followed by a Chapter 13 within four years. These
are not allowed under any circumstances.

Bankruptcy Serial Filings
e No stay - 2nd case dismissed with prejudice

e Stay can be lifted for unapproved transfers, or

e Multiple filings done to defraud or hinder creditor

Discharge Injunction Protection
e  Servicer able to collect payments without violating discharge injunction

e  Servicer permitted to make calls, send statements, and offer workout alternatives

Liability for Failure to Credit Payments

Violates discharge injunction. It does not apply if plan is revoked, or in default or payments
not made.

Written procedures must address the requirements to:

e Proactively monitor bankruptcy filings

o Establish a case status and portfolio performance tracking system

e Maintain an individual case file

o Refer the case to the bankruptcy attorney promptly; filing a proof of claim
Circumstance under which it is required and how to prepare it:

o Review proposed payment plans

¢ Analyze the results of the bankruptcy attorney’s negotiations

o Pursue legal action to obtain early dismissal of the case

o Other options may include stay relief, plan objection, or other relevant proceedings

All of the requirements are not listed. Review Section VIl of the Fannie Mae Servicing
Guide
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Foreclosure as a Last Option
Foreclosures involve much more than just paperwork. Here are just a few highlights:

e Lengthy and expensive
e Borrowers lose their home
e Servicer incurs expenses (salaries, postage, etc.)
e Reduced or curtailed Ml claims
o Corporate advances for taxes and insurance
o Loss of servicing fee income
Processor’s day-to-day tasks in dealing with potential foreclosures:
e Diligently monitor late-paying loans
o Employ methods for assessing delinquency performance
o Carefully evaluate each default
e Employ Loss Mitigation Specialists
e Employ good listening skills
e Provide support and training

o Enlist the aid of counseling agencies, the investor, and mortgage insurers (National
Foundation of consumer credit - (800) 388-2227)

o Work with second lien agencies

e Be familiar with Ml and Fannie Mae procedures

o Develop and utilize in-house counseling procedures and guidelines

o Utilize management reviews and approve foreclosure/repayment plans
When foreclosure is the only option, Servicers must keep these guidelines in mind:

e Be familiar with regional economic conditions

e Servicers are required to monitor the attorneys or trustees

e Provide required documentation to the attorney or trustee

o Ensure required time lines are kept

o Report the delinquency as instructed by the investor and mortgage insurer.

¢ Provide the insurer with a copy of the foreclosure notice sent to the trustee/attorney

o Keep records of your activities and communications
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FannieMae ERVICIA

Announcement 09-03 February 24, 2009

Amends these Guides: Servicing
Miscellaneous Servicing Policy Changes

Introduction
This Announcement contains several new and updated servicing policies, as itemized below:

Delinquency Status Reporting to Begin at 30 Days Delinquent
Establishment of a Standard Reimbursement Date

New Requirements for a Business Continuity Plan

No Negotiation of Preforeclosure Sales Commission

Updated Property Preservation Matrix and Reference Guide

Delinquency Status Reporting to Begin at 30 Days Delinquent
Servicing Guide, Part VII, Section 602: Reporting Monthly Mortgage Status

Effective with the May 2009 reporting month, servicers will be required to report the
delinquency status code, delinquency status code effective date, and reason for delinquency code
for any mortgage loan that is one or more months (30 days or more) past due as of the last day of
the preceding month.

Servicers are reminded that beginning with the July 2009 reporting month, the scheduled
completion date for forbearances and repayment plans must be reported. Servicers are

encouraged to comply with the new delinquency status reporting requirements immediately, if
possible.

Establishment of a Standard Reimbursement Date

Servicing Guide, Part X, Section 302: 02: “Scheduled/Scheduled” Remittance Types
Fannie Mae will automatically reimburse the servicer for:

+ delinquency advances of principal and interest, and

+ reimbursement of unpaid principal balance of special servicing mortgage loans that were
acquired by foreclosure.

Announcement 09-03 Page 1
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Reimbursement shall occur on the first business date following the 24 day of the same month
that the servicer

« remits the funds required to remove the mortgage loan from Fannie Mae’s active accounting
records or a special servicing option MBS pool. and

o reports the applicable removal action code to Fannie Mae's investor accounting system.
provided that the removal action does not generate an exception.

This change is effective with the date of this Announcement.

New Requirements for a Business Continuity Plan
Servicing Guide, Part 1, Chapter 3: Maintaining Eligibility

Lenders and servicers must implement and maintain a viable business continuity plan that
ensures the lenders™ or servicers” ability to regain critical business operations in the event of a
disaster, or an unforeseen disturbance that would otherwise hinder the company’s ability to do
business.

The business continuity plan should ensure that the lender or servicer has adequate facilities and
staff to continue operations in the event of a business disruption or disaster: has a data recovery
plan in place that maintains and will restore critical electronic data and systems in the event of a
business disruption or disaster. and ensures that the lenders’ or servicers’ affiliates and third-
party vendors have business continuity plans as well. The plan should be comprehensive, written.
and accessible to critical staff in addition to periodically being tested and updated.

No Negotiation of Preforeclosure Sales Commission
Servicing Guide, Part VIL Section 504.02: Contacting Selected Borrowers

Effective March 1. 2009, closing of preforeclosure sales may not be conditioned upon a
reduction of the total commission to be paid to real estate agents to a level below what was
negotiated by the listing agent with the borrower, unless the fee exceeds 6 percent of the sales
price of the property in aggregate. Servicers are reminded that they must continue to obtain
any approvals that may be required by interested third parties in connection with preforeclosure
sales.

Updated Property Preservation Matrix and Reference Guide
Servicing Guide, Part VIII, Section 106: Property Maintenance and Management

The Property Preservation Matrix has been updated and expanded upon. It is included in the
Property Preservation Matrix and Reference Guide, which is available on eFannieMae.com.
The cost limits outlined in the Matrix are effective March 1. 2009. Servicers should refer to the
Matrix for pre-approved allowable reimbursement amounts for property preservation work (e.g..

Announcement 09-03 Page 2
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securing the property, lawn maintenance). The Property Maintenance & Management Reference
Guide, which includes the Lawn Service Schedule, has been created to provide additional detail
for assistance with submitting preservation requests.

When the cost of the contemplated preservation work exceeds the allowable amounts, the Fannie
Mae Property Preservation Request for Repair (Form 1095) should be completed and submitted
with supporting photographic documentation to: property preservation/@fanniemae.com. All
other pertinent supporting information and documentation that will assist Fannie Mae in making
a sound property preservation decision should be attached to the email request (e.g.. copies of
city notices of violation or citations). Questions about this process may be submitted to the
preceding email box.

EE X 23

Servicers should contact Fannie Mae’s Servicer Support Center at 1-888-FANNIES (888-326-
6435 if they have questions about Announcement 09-03.

Michael A. Quinn
Senior Vice President
Single-Family Risk Officer

Announcement 09-03 Page 3
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Fannie Mae / Freddie Mac By The Book Summary

e Describe the early relief provisions available to counselors

o Discuss the various alternatives to foreclosure

¢ Discuss the common reasons for default and the appropriate cures

o Discuss the importance of Risk Profiler when considering a workout alternative

o Discuss methods and mechanisms of reporting and communicating the loans in default
o Discuss the sample timeline for delinquent reporting

o Discuss the actions necessary to protect our interests when a borrower files bankruptcy
o Discuss Fannie Mae requirements for Servicers Delinquent Reporting System

o Discuss various collection techniques that we consider to be minimum requirements for
a Servicer Delinquent Reporting System.

o Discuss Fannie Mae’s requirements for full file reporting of mortgage status to the
credit repositories

o Discuss delinquency Prevention Blueprint for Successful Foreclosure Strategies

o Discuss the differences between a collector and a counselor and your role in Loss
Mitigation

¢ Discuss “how-to” strategy and develop a successful foreclosure prevention plan

Okay. That ends this section on “Fannie Mae By the Book.” As you can see, the internal
lender’s culture is steeped in redundancy and repetition, mired in methodology and buried
under bureaucracy and paperwork. With the current tsunami of distressed real estate flooding
their offices, they are simply overwhelmed.

Yet, this is the journey a loan traditionally makes before it is finally allowed to Rest in
Peace in some form or another. Borrower default for any number of reasons. No one
wants a foreclosure, a short sale or a bankruptcy, but the cruel truth is that the current
harsh economic times have turned millions of hard-working, tax-paying Americans into
deadbeats.

A swifter, more humane system is needed to move these millions of citizens through
the machinery of the lending culture, so that they can get back to work, rebuild their
lives and become hard-working tax-payers again.

Now just to make things more fun, I've included some documents in the next few
pages that has information real estate agents and home owners need to keep in mind
during any of these legal proceeding. Basically, FMFM want the property in question to
stay in good condition and they have rules about that, too!
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Fannie Mae / Freddie Mac by The Book

FannieMae

Property Maintenance and Management:
Property Preservation Matrix and Reference Guide

l. Property Preservation Matrix

Throughout the foreclosure process, as indicated in the Fannie Mae Single-Family Servicing Guide, Part VIII,
Chapter 1, Section 106, the servicer is responsible for performing all property maintenance functions to ensure
that the condition and appearance of the property are maintained satisfactorily.

Servicers should refer to the Fannie Mae Property Preservation Matrix (below) for the allowable reimbursement
amounts for property preservation functions. Vhere the cost of the contemplated preservation work exceeds
the allowable amounts, the Fannie Mae Request for Repair Form 1095 should be completed and submitted to:
property preservation@fanniemae.com.

As automation is implemented, all requests exceeding the allowable reimbursement amounts will be submitted
via HomeTracker®). Pertinent supporting information and documentation that would assist Fannie Mae in
making a sound property preservation decision should be included on the Request for Repair Form. Photos are
also required.

Property Preservation Matrix (allowable amounts are per occurrence)

Property Preservation Type Comments
Roof Repair
Tarping or patchwork Up to $400 for 1020 sq ft area
Boarding
Windows Small, 75 Ul or less $60

Medium, 76-100 Ul $80
Large, 101-125 Ul $100

Slider door Up to $160

Security door Up to $250

Crawl space Up to $60

Lock Changes and Securing

Knoblock Up to $60 each

Knoblock and Deadbolt

Padlock Up to $40 each

Padlock and hasp

Slider lock Up to $25 each

Window lock Up to $25 each
© 2009 Fannie Mae. Trademarks of Fannie Mae. Fhd 022509 1

This document is incorporated by reference into the Fannie Mae Servicing Guide
HomeTracker® is a trademark of HomeTelos ™. All rights reserved.
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Fannie Mae / Freddie Mac by The Book

Health and Safety
Cleaning refrigerator or Up to $100 each
Cleaning stand alone freezer

Cleaning toilet(s) Up to $75 each
Capping wires Up to $10 each
Capping gas/water Up to $50 each
Removing gas can(s) or Up to $15 each

Propane tank(s)
Swimming Pool
Swimming Pool - Initial Service and Securing Up to $400

Lawn Maintenance

Initial Lawn Cut (up to 10k sq ft) Up to $100

Initial Lawn Cut (up to 15k sq fi) Up to $150

Regular Lawn Maintenance Cut (up to 10k sq fi) Up to $80

Regular Lawn Maintenance Cut (up to 15k sq ft) Up to $100

Winterization

Snow Removal Up to $75 one time only if needed to secure
praperty

Winterization/De-winterization Up to $200 for first unit and up to $80 per each
additional unit

Other

Emergency funds Up to $500

Sump pump Up to $300

Water/Gas/Electric/Unclassified utility Up to $75 for one time shut offAransfer fee of each

Il. Property Preservation and Management Reference Guide
Specific servicer requirements for pre-foreclosure property preservation are as follows:

Roof Repair

When an active leak is discovered at a property, appropriate measures should be taken to preserve the
property by stopping the leak. Fannie Mae typically does not encourage replacing roofs prior to sale, but in
cases where the servicer feels this is necessary, a bid should be submitted. Do not tarp flat roofs.

TARPING OR PATCHWORK

Fannie Mae requires that when roof repairs exceed allowable, a bid to tarp, except as noted above and a bid to
patch must be submitted simultaneously on the same form. Include area dimensions, location of damage,
active or inactive leak, amount of bid to complete work, valid photo documentation, and advise us if an
insurance claim has been filed.

© 2009 Fannie Mae. Trademarks of Fannie Mae Fid 02232009 2
This document is incorporated by reference into the Fannie Mae Servicing Guide
HomeTracker® is a trademark of HomeTelos™ . All rights reserved.
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Fannie Mae / Freddie Mac by The Book

Boarding

Properties should not be boarded unless it is necessary o prevent vandalism, where required by local
ordinance, or when windows are broken. The allowable for any security door and/or crawl space will include
the cost of boarding and padlock(s). United Inches (Ul) is calculated by adding length and width (e.g., a 25x60
window is 85 UI).

LOCK CHANGES AND SECURING

Servicers are required to secure rear or secondary doors on vacant and abandoned properties, including main
dwelling and all outbuildings.

Slider locks and window locks should only be placed if existing locks are inoperable or not present on the main
level and where accessible.

Health and Safety

REFRIGERATOR/FREEZER

The Fannie Mae allowable for cleaning includes the removal of all perishables from both the refrigerator and
freezer sections and a wipe down of the appliance’s interior and exterior. A separate allowable is provided for a
stand alone freezer(s) to include removing all perishables and a wipe down of the appliance’s interior and
exterior.

TOILET/BATHROOM

The Fannie Mae allowable for cleaning should be used when fecal matter is present. This allowable also
includes cleaning with a toilet brush, wiping down exterior, and winterizing, if in season.

GAS/WATER

Bare wires and uncapped or open gashvater lines are required to be capped regardless of utility status.

FUEL REMOVAL

The Fannie Mae allowable for removal of gas can(s) or propane tank(s) does not include removing equipment
that contains gas or propane (e.g., lawnmower, weed eater, grill, etc.).

Swimming Pool

Servicers are required to drain, secure, and tarp or board where required by local ordinance. Allowable may be
used for, but not limited to, the following: draining. securing, locking gates, and repairing gateffence panels that
surround the pool/ot tub. Securing is defined by Fannie Mae as the confirmation that all fences and gates are
intact, secured, and a minimum of four feet high.

Lawn Maintenance

INITIAL GRASS CUTS

Initial grass cuts should be performed on lots up to 15,000 sq ft. If lot size is greater then 15,000 sq ft, initial full
lot and subsequent cuts and initial perimeter and subsequent perimeter cuts should be submitted
simultaneously. Grass cuts must be submitted for the entire season. Perimeter is defined as 100x150 or
15,000 sq ft.

© 2009 Fannie Mae. Trademarks of Fannie Mae FM 02232009 3
This document is incorporated by reference into the Fannie Mae Servicing Guide
HomeTracker® is a trademark of HomeTelos™ . All rights reserved.
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Fannie Mae / Freddie Mac by The Book

DEBRIS IN YARD/SHRUBS

Incidental debris removal should be included as part of the allowable grass cut as well as edging, minimal leaf
removal, and clearing of all grass cut clippings. The yard and its surroundings should be in model condition
upon completion of the yard maintenance. Bids are required for shrub trimming when shrubs affect condition,
access to the property, or where local ordinance dictates.

DIAGRAM OF PERIMETER EXAMPLE
400

400° 400
1000

150 House 150
Strest

GRASS CUT SCHEDULE
Initial grass cuts are allowed between April 1 and October 31 in the following states#ierritories:

* Arkansas * Michigan * Pennsylvania
* Colorado + Minnesota * Rhode Island
* Connecticut + Missouri + South Dakota
* Delaware * Montana * Tennessee

* |daho * Nebraska * Utah

= |llinois * New Hampshire * Vermont

* |ndiana * New Jersey = Virginia

* |lowa * New York * Washington
* Kansas * North Carolina * West Virginia
= Kentucky * North Dakota = Wisconsin

= Maine = Ohio = VWyoming

= Maryland * Oklahoma = District of Columbia
* Massachusetts * Oregon

Initial grass cuts may be completed during any month of the year in the following states/territories:

* Alabama * Hawaii * South Carclina

* Arizona * Louisiana * Texas

* California + Mississippi + The Virgin Islands
* Florida * Nevada * Puerto Rico

* Georgia * New Mexico * Guam

Initial grass cuts are allowed from June 1 to September 30 in the state of:

= Alaska

One initial grass cut should be performed per calendar year.

® 2008 Fannie Mae. Trademarks of Fannie Mae Fit 02232008
This document is incorporated by reference into the Fannie Mae Servicing Guide
HomeTracker® is a trademark of HomeTelos™ . All rights reserved.
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GRASS RE-CUTS

Grass should typically be cut twice a month between April 1 and October 31. Approval is required if more
frequent re-cuts are necessary. Once a month may be sufficient depending on the level of rainfall during the
spring and summer seasons. Prior approval for re-cuts from November 1 to March 31 must be obtained unless
otherwise prescribed below:

= Re-cuts can be completed all yearin CA, FL, HI, NM, the Caribbean, and the Pacific Islands.
= Re-cuts should be completed from April 1 to November 30 in AL, AR, GA, LA, MS, OK, SC, and TX.
= Re-cuts should be completed from June 1 to September 30 in AK.
= Re-cuts should be completed once per month in CA, CO, NM, UT, and VY.
= Prior approval is required for all re-cuts in AZ and NV.
Refer to previous GRASS CUT SCHEDULE within this document for details.

Winterization
Generally, all properties should be winterized between October 1 and March 31.
Winterizations are allowed during any month of the year in the following states:

* Alaska * Michigan * Ohio

= Connecticut * Minnesota * Pennsylvania
* lowa * Montana * Rhode Island
* lllinois * North Dakota * South Dakota
* Indiana * Nebraska * Vermont

* Massachusetts * New Hampshire * Wiisconsin

* Maine * New York

Properties should be winterized only once. The property may be re-winterized only if the initial winterization is
deemed to be no longer effective. The Servicer must submit bids to Fannie Mae for winterization prior to the
work being done. Winterizations should include shutting off the water source either at the curb or the main
interior water supply if it is not possible to shut it off at the curb. Winterization also includes a complete draining
of all plumbing and heating systems. For properties where water services and utilities are shared with other
units, such as condominiums, the utilities should be maintained. The water service should also be maintained if
needed for wet winterizations.

Additional Information

EMERGENCY REPAIRS

The most important element to defining an emergency is that an immediate response is necessary to prevent
damage or lessen the loss of property. Gradual and progressive deterioration or lack of property maintenance
does not gualify as an emergency.

SUMP PUMPS

If an existing sump pump is used to keep basements or crawl spaces dry, check the sump pump to make
sure it is operational. If the sump pump in question is electrical, ensure that the sump pump is plugged into a

© 2009 Fannie Mae. Trademarks of Fannie Mae FM 02232009 5
This document is incorporated by reference into the Fannie Mae Servicing Guide
HomeTracker® is a trademark of HomeTelos™ . All rights reserved.
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power source and the electricity to the property is turned on and if necessary, transfer the electricity into the
servicer's name. If the sump pump is inoperable, the servicer may use the allowable to replace the pump.
CODE VIOLATIONS

If code violations have been posted by the city or have been received by the servicer, the servicer should
submit a bid to correct the code violations (if amounts exceed Fannie Mae's allowable) and attach a copy of
the violation to the e-mail that contains the bid. The servicer should note in the comments section of the
Request for Repair Form (form 1095) that the violation has been submitted. As an alternative to e-mailing a
copy of the violation, the vidlation can be faxed to the appropriate Fannie Mae contact for review.
PROPERTIES IN BANKRUPTCY

Servicers should consult with their legal department when addressing issues of vacant properties in
bankruptey.

DISCOLORATION

Identify the source of the discoloration. Fannie Mae typically does not contemplate remediation during pre-
foreclosure proceedings. Ywhen submitting bids to treat discoloration, include the area affected in square feet.
Include the exact method to be used in treatment and cause/source of discoloration.

DEBRIS REMOVAL

Interior and exterior items submitted as debris may be considered personal property by the mortgagor. Asa
result, Fannie Mae does not typically consider the removal of any items during foreclosure proceedings.

The following are examples of items typically not removed: toothpaste, medicine, household cleaning products,
and paint thinner, dry or canned goods, paint cans with secured lids, oil in secure containers, alcohol, fire
extinguishers, car batteries, or interior tires.

PERSONAL PROPERTY

Fannie Mae will not usually consider removal or storage of personal property prior to foreclosure with
exceptions regarding code violations, liens, fines or discolored debris caused by water damage. Servicers
should consult their legal department and provide acknowledgment of approval to remove personal property in
the comment section of the bid.

ltems located on the exterior of the home should be moved to the garage or a secured area. Do not submit
requests to remove personal property. Examples include, but are not limited to, the following:

= Vehicles (autos, trailers, boats, recreational vehicles, motorcycles, etc.)
= Building materials

= Clothing

= Furniture

= Lawn and garden equipment

© 2009 Fannie Mae. Trademarks of Fannie Mae FM 02232009 6
This document is incorporated by reference into the Fannie Mae Servicing Guide
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What Was Bush's Plan?

ARR HOPENOW Support & Guidance For Homeowners
For Immediate Release Media Contacts:
November 11, 2008 Kara Ross (202) 683-3117

kross@qorvis.com

Stan Collender 202-683-3131
scollender@qorvis.com

HOPE NOW JOINS WITH GOVERNMENT TO CREATE
STREAMLINED MORTGAGE MODIFICATION PLAN

SMP Is Impoviant New Tool to Prevent Foreclosures

Washington, D.C. (November 11, 2008) HOPE NOW, the private sector alliance of
mortgage servicers, non-profits, counselors, and mvestors that has already helped almost
2.5 million homeowners avoid foreclosure, today announced that, working with the U.S.
Treasury, the Federal Housing Finance Agency, Fannie Mae, Freddie Mac, and a number
of major mortgage loan servicers, it has helped develop a new program that will make it
casier and faster for the most at-risk homeowners to modify their mortgages and stay in
their homes.

The “Streamlined Modification Plan,” or SMP, which is an expansion of what many
lenders are already doing, will be implemented by December 15, 2008.

“This 1s an important effort by the mortgage mdustry to help homeowners,” said Faith
Schwartz, HOPE NOW’s executive director. “This is a big step forward that will make it
casier to modify loans for the most at-risk homeowners so they will be able to avoid
foreclosure and stay in their homes.”

Under the new SMP, lenders will use an expedited process to modify, or restructure, a
mortgage so that the homeowner can afford the monthly payments. The streamlined
process will apply to at-risk borrowers who are 90 days or more late on their existing
mortgages and whose loans are owned by Freddie Mac, FNMA or participating balance
sheet lenders/servicers.

After compiling the homeowner’s information, lenders will use a simple process that
reduces the homeowner’s monthly payment to no mote than 38 percent of the borrower’s
monthly income. This may include in any combination (1) extending the number of
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years of the loan, (2) reducing the interest rate, and/or (3) forbearing part of the principal.
If these steps are cannot reduce a homeowner’s monthly payment to that affordable level,
the borrower will receive an additional loan-by-loan review that will include all other
options to prevent foreclosure.

While many lenders have used some combination of these SMP components up to now,
the real benefit of the program will be the systematic and uniform approach that lenders
will now apply to modifications. This is expected to streamline the process significantly.

According to Schwartz, SMP’s consistent guidelines and standards will make it much
easier and faster for homeowners to get the assistance they need. “This effort
compliments those being made by other institutions and should provide homeowners with
real confidence that the mortgage lending industry wants to help them avoid foreclosure,”
she said. “SMP will help stabilize the housing market.”

ABOUT HOPE NOW

HOPE NOW is the alliance of counselors, mortgage market participants, and mortgage
servicers that is working to help as many homeowners as possible avoid foreclosure and
stay in their homes. For more information, including a full list of members, go to
www.hopenow.com

HOPE NOW coordinates a nationwide campaign to reach homeowners who may be at
risk of losing their homes. So far, HOPE NOW has sent almost 1.9 million letters.
About 17 percent of homeowners receiving the HOPE NOW-coordinated letters have
contacted their servicer, 6 times more than the routine 2-3 percent response rate servicers
receive when they send their own mailings.

In the past nine months, HOPE NOW has connected thousands of homeowners with their
lender and/or a HUD-certified housing counselor at workshops in more than 20 cities.
Additional workshops are being scheduled around the country.

In addition, HOPE NOW members have agreed to make substantial additional efforts to
contact homeowners whose mortgages will reset in the coming months and to further
expedite the process used to determine how best to keep them in their homes.

The Homeownership Preservation Foundation, a HOPE NOW member, operates the
Homeowner’s HOPE™ Hotline (888-995-HOPE™), which is available 24 hours a day, 7
days a week, and 365 days a year. The Homeowner's HOPE™ Hotline receives an
average of more than 7,000 calls a day. There is no cost to homeowners for contacting a
nonprofit advisor by calling 888-995-HOPE™,

it
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HOPE NOW: Streamlined Modification Program Fact Sheet

Start Date:
Goal of SMP:

How SMP Works:

Eligible Borrowers:

90% or Higher LTV:

Mandatory Escrow:

Required Documentation:

3 Months of Payments:

Counseling Encouraged:

Participating Investors:

Reaching Borrowers:

Reaching Servicers:

Reporting:

Additional Tool:

November 11, 2008

December 15, 2008.

Help the most at-risk borrowers stay in their homes through a streamlined
process to establish an affordable monthly housing payment. The goal is to
reach a monthly housing payment (which includes capitalized past due
payments, principal, interest, taxes, insurance and HOA/condo fees) that 1s
no more than 38% of the borrower’s monthly gross household income.

Participating servicers work with eligible qualified borrowers to reach a
more affordable mortgage payment through extending the term of the
loan, lowering the interest rate, and/or forbearing principal. All
outstanding late fees are waived.

90 days or more past due on mortgage, can be in foreclosure, must not be
i bankruptcy, owns and occupies the property, and the property is a single
family residence.

Borrower’s current loan-to-value ratio must be 90% or higher. The
property value will be determined by the servicer, Fannie Mae or I'reddie
Mac, depending on ownership of the loan.

Escrows for real estate taxes and homeowners’ insurance must be set up
under this program if they are not currently escrowed.

A hardship statement, verification of monthly gross household income,
and a signed modification agreement. The homeowner must make the first
payment at the modified terms when he or she submits these documents.

For modification to be complete, borrower must make 3 payments within
90 days at the new modified payment level and be current at day 90.

Participating servicers and investors encourage borrowers to seek housing
counseling at HUD-approved housing counseling agencies. They can
receive free counseling by calling the Homeowner's HOPE Hotline™,
888-995-HOPE or visit www.hud.gov to find a counselor.

Fannie Mae, Freddie Mac, and majority of HOPE NOW portfolio
lenders/servicers.

Participating servicers will send letters to eligible borrowers. Borrowers
may also call their servicer to see if they qualify.

Servicers are encouraged 1o dedicate separate toll-free numbers and faxes
for borrowers interested in SMP. When established, those numbers will be
publicized by HOPE NOW and participating investors and servicers.

Participating servicers are required to report on implementation and
success of SMP. HOPE NOW will release data on this program on an
ongoing basis.

SMP is an additional tool to assist homeowners avoid foreclosure. It 1s
compatible with and does not replace other on-going efforts by servicers
and investors. If a borrower does not qualify for SMP, they are eligible for
a case-by-case review.

2009 © Michael Kaminski
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STEP 1: Are you 90 days or more past due on your
mortgage, living in your home, which is a single-family
unit, AND not in bankruptcy?

e

STEP 2: Call your servicer and have this information
ready: loan number, monthly gross household income, and
HOA/condo fees (estimate). Servicer will determine:

1) If your loan is owned by a participating investor AND
2) Your property value.

Is your current LTV at 90% or higher?

=

STEP 3: Servicer works to get you a more affordable
payment by extending the term of the loan, lowering the
interest rate, and/or forbearing principal.

Is 38% housing ratio reached?

=

STEP 4: Submit the following to your servicer: hardship
statement, verification of monthly gross household
income, and signed modification agreement.

Have you submitted that information?

=

STEP 5: Start making payments at modified terms.
Have you made 3 payments within 90 days and are
current at day 90?

=

MODIFICATION IS COMPLETE.

November 11, 2008

STREAMLINED MODIFICATION PROGRAM: STEP-BY-STEP FOR CONSUMERS
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You are eligible for
a case-by-case
review. Call your
servicer or a HUD-
approved housing
counseling agency
to explore other
options. To receive
free counseling, call
the Homeowner’s
HOPE Hotline,
888-995-HOPE or

visit www.hud.gov
to find a counselor.
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What is Obama’s Plan?

Obama’s new economic stimulus plan is in full affect and many short sale investors are
wondering how this will change their business. The "American Recovery and
Reinvestment Act of 2009" was designed to stabilize the housing market and restore
consumer confidence in homeownership. That's why they increased the tax credit for
first-time homebuyers to $8,000 and eliminated the repayment provision. This means
that more potential buyers are motivated to buy houses now.

The more drastic changes are contained in what is referred to as the “Homeowner
Affordability and Stability Plan.”

Here are the highlights and what role they play in our short sale endeavors:

1. The Home Affordable Refinance Program. Under this program, eligible borrowers
may refinance loans that Fannie Mae or Freddie Mac (the government sponsored
enterprises, or GSEs) own or guarantee. The program can help homeowner-
occupants who are current in making loan payments and have loan-to-value ratios
(LTVs) above 80 percent but not more than 105 percent. Cash out refinancing is not
permitted. The program ends in June 2010.

How does this affect our short sale people?

Well, first of all, most of the people calling you to get rid of their house don’t WANT
their property. They don’t want to stay in their property. They don’t want anything to
do with it. So they will need your short sale expertise regardless of the above
provisions. But, as you can see, the ONLY ones eligible for this subsidy are those that
fit within those stringent guidelines. Most of the people you will be dealing with will not
be eligible to get a better loan and therefore will have to work out a loan modification.
See the next section for more details on this option.

2. The Home Affordable Modification Program. This is a $75 billion program with
lender, servicer, investor, and borrower incentives to make it work. The program is
limited to homeowner-occupants who are at risk of default or already in default and
who have loans at or below the maximum GSE conforming loan limit of $729,750 (or
higher for 2-, 3-, and 4-unit properties). Loan modifications under the program may be
made until December 31, 2012.

Our experiences have taught us that most people who try to work out a repayment
plan end up in foreclosure anyway. The percentages are staggering. As a
professional, you know better than the homeowner that in most cases, they will need
your help anyway down the road

3. More Support for the GSE’s. President Obama also announced more support for
the GSE'’s, including doubling of potential Treasury investment from $100 billion to
$200 billion for each GSE, to maintain their positive net worth. The plan also raises
the cap on mortgages that the GSE’s may hold in their portfolios by $50 billion to $900
billion.

GSE's are government sponsored entities. This “bail-out” of failed government
sponsored mortgage companies has yet to change much in the short sale world from
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our perspective. Lenders are still using the same procedures as they always have to
approve short sales. How will this change the landscape of short sales in the next few
years? Based on the past few months, it will produce little to no changes in the short
sale approval process. My finger is extremely close to the short sale pulse and the
backend bailing out of failed lenders has yet to adjust the standard short sale approval
process that has been in place for decades.

In conclusion, there is one part of the plan that could affect some short sale investors
in a negative manner. And that is the extension of the high loan limits for FHA, Fannie
Mae and Freddie Mac. This means that more buyers have the ability to use GSE
loans. The issue is that when a new buyer uses a GSE as their lender, a hidden
requirement in the loan guidelines states that the seller must be on title for 90 days
prior to being able to sell the property to a new buyer.

Beware of the “lost note” or “lost mortgage” (deed of trust, security deed, etc.) position
taken by foreclosing party in securitized mortgage foreclosure cases:

To establish a prima facie case in an action to foreclose a mortgage, the plaintiff must
establish the existence of the mortgage and the mortgage note, ownership of the
mortgage, and the defendant’s default in payment.

A recurring pattern in mortgage foreclosure cases involving securitized mortgage
transactions is a statement in the lawsuit filed by the party seeking to foreclose that
either the Note or the Mortgage (also called, depending your state, a Deed of Trust,
Security Deed, or something else) was “lost”, but that copies are attached to the
lawsuit.

In such a case, it is more likely than not that nothing was “lost” at all, and that the party
seeking to foreclose is simply trying to take advantage of state laws which permit the
filing of a foreclosure action with a “lost” Note or Mortgage when in fact such a statute
may not apply as the Note and/or Mortgage were never “lost”, but were sold, assigned,
or transferred more than once to different persons or entities.

A securitized mortgage transaction, as has been previously discussed in other articles,
involves a situation where, as part of the creation of a special investment vehicle or
security, the original “lender” has sold off the Note and/or Mortgage either as a whole
or in pieces to others such as a mortgage aggregator, who then sells these bundles of
mortgages to an investment banker who uses these as collateral for a mortgage-
backed security.

In this sale and assignment process, there are often many links in the chain between
the original lender and the ultimate alleged owner of the Note or Mortgage. During the
course of sale and assignment, the original Notes and Mortgages have either been
destroyed or cannot be located, as the down line sale of what wound up being bundles
of hundreds or perhaps thousands of mortgages was accomplished through loan
summaries, not a physical transfer of the actual mortgage and loan documents.

In several cases we have seen, the original lender has admitted, in writing, that the
original loan documents were sold off to an “investor”, but the original lender does not
know who this “investor” is or where the original documents are.
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Now here comes some bank as Indenture Trustee for the Registered Security Holders
of Collateralized Mortgage Obligation Loan Trust Series XYZ-2006 (or some other
equally complicated name) seeking to foreclose on your mortgage by filing a lawsuit
where they claim that the original Note and/or Mortgage is or was “lost”.

This is most likely an absolute falsehood in cases of this type, and for the attorney to
represent to the court, in a written lawsuit, that the originals of the Note and/or
Mortgage were “lost” is not only fraudulent itself but also constitutes a fraudulent
attempt to manufacture a foreclosure case which could not be legally brought in the
first instance.

At least one Judge in the State of New York has addressed this problem and cited
case law as to the burden of the party seeking to foreclose to demonstrate that they
have the legal right to do so, and absent such proof, a foreclosure action may not be
brought. The legal premises of the New York cases are common in other states.

The Judge in the matter of Wells Fargo Bank, N.A. as Trustee, etc. v. Farmer
cancelled and voided a series of real estate transactions as to property located in
Brooklyn, New York including several Assignments of Mortgage, resulting in the
termination of the foreclosure. In the decision, the Judge set forth the well-established
law that one seeking to foreclose on a mortgage must demonstrate and prove title to
and a legal or equitable interest in the mortgage, and must also establish the existence
of the mortgage and mortgage note, ownership of the mortgage, and the borrower’s
default in payment.

The decision rested on case law, which provides that foreclosure of a mortgage may
not be brought by one who has no title to the mortgage, and absent transfer of the debt
that the assignment of the mortgage is a nullity. The decision also set forth the law that
a party seeking to foreclose on a mortgage in which he has no legal or equitable
interest is a lawsuit without foundation in law or fact.

How to find out if the loan is held by Fannie Mae or Freddie Mac

Most borrowers don't realize that it is very common for their lender to sell the loan note
for their property to a “secondary” market. The nation’s two largest mortgage finance
lenders are government sponsored enterprises (GSEs) and between the two of them
they are responsible for an estimated 90% of the “Secondary” market.

There are a couple of ways to find out if this is the case.
First, check the mortgage coupon. They sometimes include that information.
Or you can contact Fannie Mae or Freddie Mac and ask.

You can call Fannie Mae at 1-800-7FANNIE (8AM — 8PM EST) or fill out a short online
request form at http://www.fanniemaie.com/homepath/homeaffordable.html.

You can call Freddie Mac at 1-800-FREDDIE (8AM — 8PM EST) or fill out the online
form at freddiemac.com/corporate/

This booklet includes a comprehensive list of lenders and their contact information, so
you can give them a call too, to find out. x
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The Secondary Market

The real estate mortgage market actually consists of two separate sections: the
Primary Market and the Secondary Market. The primary market is where loans are
originated; mortgage lenders and banks loan money to borrowers for the purpose of
financing real estate transactions. These lenders make their profit on the fees that they
charge to fund the loans. They then bundle these loan notes together in a package and
sell them in the secondary market.

The secondary market, therefore, manages mortgages that were originated in the
primary market. The secondary market consists of investors, both public and private,
who buy the mortgage notes. This allows the mortgage lenders to replenish the cash
reserves, so that they can originate more mortgages to more consumers. The
investors profit from the interest that the mortgages charge the borrowers.

In an article Profit from Mortgage Debt with MBS by George D. Lambert for
Investopedia written in 2006, Lambert references Research Quarterly:

“In its May 2006 edition of Research Quarterly, the Bond Market Association estimated
that mortgage debt represents $6.1 trillion of the $25.9 trillion bond market. As more
people buy their first homes, move into bigger spaces, or purchase vacation homes,
this borrowing is bound to expand. This situation creates an opportunity for astute
investors, who can use mortgaged-backed securities (MBS) to own a piece of this
debt. In this article, we'll show you how you can use MBS to complement your other
fixed-income assets.”

How MBS Are Formed

MBS are debt obligations purchased from banks, mortgage companies, credit unions
and other financial institutions and then assembled into pools by a governmental,
quasi-governmental, or private entity. These entities then sell the securities to
investors, as illustrated below:

Real estate buyers borrow from financial institutions.

R

Financial institutions sell mortgages to MBS entities.

Uil

MBS entities form mortgage pools.

L

Individuals invest in mortgage pools.
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Types of MBS

Pass-Through

The pass-through or participation certificate represents direct ownership in a pool of
mortgages. You will get a pro-rata share of all principal and interest payments made
into the pool as the issuer receives monthly payments from borrowers. The mortgage
pool will usually have a five-to-30-year maturity. However, the cash flow can change
from month to month depending on how many mortgages are paid off early - this is
where the prepayment risk lies.

When current interest rates decline, borrowers might refinance and prepay their loans.
Investors then must try to find yields similar to their original investments in a lower,
current-interest rate environment. Conversely, investors can face interest rate risks
when current interest rates go up. Borrowers will stay with their loans, leaving investors
stuck with the lower yields in a rising current-interest rate environment.

Collateralized Mortgage Obligations (CMO)

Collaterized mortgage obligations (CMOs) are pools of pass-through mortgages. The
formation of a CMO is illustrated below:

Pass-Through Securities

LIl

CMO Issuer

J Ul

Individual Investors

There are several types of CMOs that are designed to reduce investors' prepayment
risk, but the two most common are:

Sequential Pay CMOs

In a sequential pay CMO, CMO issuers will distribute cash flow to bondholders from a
series of classes, called tranches. Each tranche holds mortgage-backed securities with
similar maturity and cash flow patterns. Each tranche is different from the others within
the CMO. For example, a CMO might have four tranches with mortgages that average
two, five, seven and 20 years each.

When the mortgage payments come in, the CMO issuer will first pay the stated coupon
interest rate to the bondholders in each tranche. Scheduled and unscheduled principal
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payments will go first to the investors in the first tranches. Once they are paid off,
investors in later tranches will receive principal payments.

The concept is to transfer the prepayment risk from one tranche to another. Some
CMOs may have 50 or more interdependent tranches. Therefore, you should
understand the characteristics of the other tranches in the CMO before you invest.

Planned Amortization Class (PAC) Tranche

PAC tranches use the sinking fund concept to help investors reduce prepayment risk
and receive a more stable cash flow. A companion bond is established to absorb
excess principal as mortgages are paid off early.

Then, with income from two sources (the PAC and the companion bond) investors
have a better chance of receiving payments over the original maturity schedule. (For
more insight, see What is a sinking fund?)

Z-Tranche

Z-tranches are also known as accrual bonds or accretion bond tranches. During the
accrual period, interest is not paid to investors. Instead, the principal increases at a
compound rate. This eliminates investors' risk of having to reinvest at lower yields if
current market rates decline.

After prior tranches are paid off, Z-tranche holders will receive coupon payments
based on the bond's higher principal balance. Plus, they'll get any principal
prepayments from the underlying mortgages.

Because the interest credited during the accrual period is taxable - even though
investors don't actually receive it - Z-tranches may be better suited for tax-deferred
accounts. (For more insight, see What is a tranche?)

Stripped Mortgage Securities

Strips are MBS that pay investors principal only (PO) or interest only (10). Strips are
created from MBS, or they may be tranches in a CMO.

Principal Only (PO)

Investors pay a deeply-discounted price for the PO and receive principal payments
from the underlying mortgages. The market value of a PO can fluctuate widely based
on current interest rates. As interest rates drop, prepayments can increase, and the
PO's value might rise. On the other hand, when current rates go up and prepayments
decline, the PO could drop in value.

Interest Only (10)

An 10 strictly pays interest that is based on the amount of outstanding principal. As the
mortgages amortize and prepayments reduce the principal balance, the |O's cash flow
declines. The 10's value fluctuates opposite a PO's in that as current interest rates
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drop and prepayments increase, the income can go down. And when current interest
rates rise, investors are more likely to receive interest payments over a longer period
of time, thereby increasing the 10's market value.

Safety Ratings

Fitch Ratings provides credit ratings as well as coupon rates and maturity dates for
MBS. (For more information, check out The Fitch Ratings Residential Mortgage
Backed Securities (RMBS) Group.)

MBS Issuers
You can buy MBS from several different issuers:

Independent Firms

Investment banks, financial institutions and homebuilders issue private-label,
mortgage-backed securities. Their creditworthiness and safety rating may be much
lower than those of government agencies and government-sponsored enterprises.

Federal Home Loan Mortgage Corporation (Freddie Mac)

Freddie Mac is a federally-regulated, government-sponsored enterprise that purchases
mortgages from lenders across the country. It then repackages them into securities
that can be sold to investors in a wide variety of forms. Freddie Macs are not backed
by the U.S government, but the corporation has special authority to borrow from the
U.S. Treasury. (For more information, visit the Freddie Mac website.)

Federal National Mortgage Association (Fannie Mae)

Fannie Mae is a shareholder-owned company that is actively traded (symbol FNM) on
the New York Stock Exchange and is part of the S&P 500 Index. It receives no
government funding or backing. As far as safety goes, Fannie Maes are backed by the
corporation's financial health and not by the U.S. government. (For more information,
check out the Fannie Mae website.)

Government National Mortgage Association (Ginnie Mae)

Ginnie Maes are the only MBS that are backed by the full faith and credit of the U.S.
government. They mainly consist of loans insured by the Federal Housing
Administration or guaranteed by the Veterans Administration. (For more information,
visit the Ginnie Mae website.)

Mutual Funds

If you like the idea of profiting from an increase in the growth of mortgages but are not
up to researching all the different types of MBS, you might be more comfortable with
mortgage mutual funds. There are funds that invest in only one type of MBS, such as
Ginnie Maes, while there are others that incorporate various types of MBS within their
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other government bond holdings.

Besides greater diversification of loans, mutual funds can reinvest all returns of
principal in other MBS. This lets investors receive yields that change with current rates
and will reduce prepayment and interest rate risks. (For additional reading, see Mutual
Fund Basics and Advantages Of Mutual Funds.)
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Servicer Organization Charts

You need to understand how complex the lender culture is. It is built tier upon tier with

each level exacting its own protocols before any paperwork can move to the next level.
Within each level are hundreds of people, any of which you might get on the phone at

any time, and none of whom talk to each other.

Yes, they often have a central database where information is logged, but you will likely
end up talking to multiple people, explaining everything from scratch each time, and
each person can give you slightly different instructions. One person may be find with
the title company statement, another insists on the HUD-1 and delays the paperwork
(or in some cases shreds the whole packet as incomplete) until every possible form is
collected.

The negotiating skill and patience of the Real Estate agent is never so tested as it is
when packaging a short sale to the lender. To get an idea of the organizational
labyrinth typical of major lenders, click open these links. It is like looking at a whole
new dimension.

Litton Loan Servicing
https://www.littonloan.com/pdf/MoodysJan2006FINAL.pdf
SEC Info - Merrill Lynch Mortgage Investors Trust/Series 2007

http://www.secinfo.com/dsvr4.ueDs.htm

Lenders Without Standing

Servicing in Foreclosure or Bankruplcy
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Lenders Without Standing

Mysterious Mortgage Debt
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Property Flipping: Legal or lllegal?

“Property flipping generally refers to purchasing existing property with the intention of
immediately reselling the property for a profit. Itis not illegal per se. When however, an
immediate resale is accompanied by acts of fraud or misrepresentation, including but not
limited to appraisals with inflated property values and other misleading or fraudulent
documentation, it can result in fraud”. Dec 2005 Newsletter FNMA assistant general
counsel for regulatory policy

We believe the likelihood of fraud or misrepresentation increases when the lender is not
able to confirm that the property seller in a purchase money transaction (or the borrower in
a refinance transaction) is the owner of the subject property based on publicly available
information. Therefore, we are modifying our policy to require the lender to confirm and
document in the mortgage file that the property seller in a purchase money transaction (or
the borrower in a refinance transaction) is the owner of the subject property when a new
appraisal is required.

Examples of acceptable documentation include, but are not limited to, the appraiser’s
analysis and conclusions in the appraisal report, a copy of a recorded deed or mortgage, a
recent property tax bill or tax assessment notice, a title report, a title commitment or
binder, or a property sale history report.

This documentation is especially important for transactions involving an assignment (or
sale) of a contract for sale and/or “back-to-back,” simultaneous,” or “double” transaction
closings (or double escrows) to support the property acquisition, financing, and closing.
Fannie Mae Single Family/2007 Selling Guide XI, 102.03: Property Flipping (11/08/04)

Property flipping is defined as the purchase of an existing property with the intention of
quickly reselling the subject property for a considerable profit. For the purposes of this
guideline, a “quick sale,” is defined as any property resold six (6) months or less from the
date of acquisition by the seller. The underwriter has discretion to require any and/or all of
the provisions contained in this topic (regardless of the time frame) in order to substantiate
the appraised value. Property flipping, in and of itself, is not illegal; however, when an
immediate resale is accompanied by acts of fraud or misrepresentation (appraisals with
inflated property values or other misleading or fraudulent documentation), it can result in a
predatory transaction.

For the purposes of this guideline, “assignments of a contract for sale” are considered to
fall under the definition of a Property Flip. These requirements apply to conventional loans
only. For government loans, refer to FHA and VA guidelines for specific requirements.
The property seller must be the owner of record. Examples of acceptable documentation,
to be placed in the loan file, include: the appraiser’s analysis and conclusions in the
appraisal report, a copy of the recorded deed or mortgage, a recent property tax bill or tax
assessment notice, a title report, a titte commitment or binder, or a property sale history
report. This documentation is especially important for transactions involving “back to back,”
“simultaneous closings,” or “double” transaction closings to support the property
acquisition, financing and closing. Sun Trust Appraisal Guidelines April 17, 2009
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Equitable transfer of title

When a contract is affected for the sale or transfer of property that property will
operate so as to transfer equitable title to the property from the original owner to
other contracting party. The transfer of equitable title takes effect by means of a
constructive trust. The rationale behind the operation of this principal is as follows:
Once a contract is formally created, the contracting parties acquire the right of
specific performance to compel the other party to perform its part of the bargain.
On that basis, each party has aright in equity of specific performance and further
that it is said that the party so entitled acquires a right to the entire equitable
interest in that property. Therefore, once such a binding contract has been formed
for the transfer of the property it is said that equitable title passes to the buyer
automatically on the creation of that contract. This automatic vesting of the
equitable interest is said to arise due to the equitable principal that “equity looks
upon that which should be done as done” therefore equity considers that because
the contract requires transfer of title that transfer of title must be deemed to have
taken place automatically. Equity and trusts by Alastair Hudson 2009

Disclosure

The transfer of title sufficient to satisfy the law of equity and most importantly to agents,
the regulations that control their professional conduct requires that there be an absence of
any fraud upon the short selling homeowner. This requires a careful analysis of the agent
to all laws and regulations of state law and the regulations of the multiple listing services to
which the agent belongs. At minimum the agent must disclose to the homeowner the
following:

1. The exact nature of his/her duty to the seller;

2. Compensation from all sources and his/her expectation to make a profit on any
resale;

3. Effects of the sale to the sellers credit;

4. Effects of the sale on possible tax liability to the seller;

5. Advising the seller to contact an attorney

AGENTS MUST CONSULT AN ATTORNEY OR THEIR BROKER REGARDING THIS
PRACTICE AND CANNOT RELY UPON THIS MANUAL FOR ANY LEGAL ADVICE.

The Reason for the Equitable Transfer--- Seasoning

As can be seen in the underwriting guidelines referred to above, the new lender requires
the title to the property be "seasoned." In other words, the property deed must already be
in the investor's name and recorded at the County land records for some period of time
before they will agree to lend on the property. And, if the investor has not yet gone to
settlement with the seller, how can he satisfy this requirement?

Using an Equitable Transfer for Title Seasoning

Investors often find lenders' requirements for title seasoning an obstacle to selling their
properties. Holding costs and declining market value can eat into profits. Leaving a house
vacant can make it a target for vandalism.
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So... What is title seasoning?

This refers to the length of time a person's name has been on the title document recorded
on a piece of real estate. Lenders' underwriting guidelines vary as to how long a person's
name must be on title for a purchaser to buy an investor's home or for the investor to
refinance the property and cover his costs to rehab it.

Chain of Title refers to the sequence of historical transfers of title to a property. The "chain"
runs from the present owner back to the original owner of the property. A "break in the
chain of title" occurs when a conveyance is missing or there are duplicate conveyances
out from the same owner. Title is continually vested in the Trustee from the Seller until it is
finally conveyed from the Trustee to the end buyer. Assigning the beneficial ownership of
the trust for value does nothing to affect the chain whatsoever. Upon assignment, the
investor acquires an interest in the Land Trust, not the property itself.

| have had some questions from agents as to what "Seasoning" is and how it will affect
them in a deal. So, here it is an explanation in a nutshell of what we’re dealing.

"SEASONING"

Seasoning refers to the length of time that the Seller has owned the property.
Homeowners (home buyers) CANNOT obtain a "Conforming Mortgage" if they are
putting less than 20% down and the Seller hasn’t owned the property for at least 90
days.

"CONFORMING MORTGAGE":

This is a loan that complies with ALL the relevant underwriting guidance provided
by HUD. Most Low-Income & First Time home buyers obtain FHA, VA, Freddie
Mac, Fannie Mae, government backed loans, which are protected by PMI (private
mortgage insurance) provided by HUD.

An equitable transfer may be the solution to both these problems.

A type of equitable transfer, a land trust is simply a private agreement whereby the
property is placed into a trust and a named trustee is empowered by the trust documents
to sign over deed, but the "beneficiary" is the one entitled to all the "benefits" of the
property just as if that beneficiary were in title herself.

Here's what an equitable transfer transaction would look like:

Seller's bank has a mortgage against Seller's property for $150,000.00, but agrees to
accept $100,000.00 as a short sale payoff;

Seller creates an equitable transfer naming herself as a beneficiary and records a deed at
the land records placing the deed into the Trust;

Investor contracts with Seller to buy her "beneficial interest" in the Trust for $100,000.00.
At the same time, Investor finds an end-buyer willing to pay $125,000.00 for the property;

On the day of settlement, the Seller assigns her beneficial interest in the Trust to Investor,
and the Investor gives Seller $100,000.00 which, in turn, is paid to Seller's bank.

A few moments later, the end-buyer shows up for settlement and pays $125,000.00 to
Investor, and the trustee of the Trust executes a deed for the property to the end-buyer.
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By using a land trust, the investor solves both problems mentioned above.

The end-buyer's lender doesn't question the transaction because there is no deed that
needs to be recorded at the County land records placing the Investor in title.

The Investor gained title to the property simply by purchasing the beneficial interest in the
Trust, and this type of purchase does not require a deed recordation.

Thus, the new lender will only expect to see a deed from the Trust to the end-buyer.

In essence, the Investor becomes "invisible" to the lender and this eliminates any
seasoning issues.

A recorded option to purchase may accomplish this equitable transfer as well. This
practice must be used in connection with the legitimate business practice of buying real
estate at a wholesale or discounted price and selling it at fair market value.

Although this is an advanced investor strategy and only to be used under the guidance of
a competent real estate attorney, this may be the best way to get short transactions done
in today's real estate market.
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OPTION PURCHASE AGREEMENT

1. DESCRIPTION OF PARTIES

SELLER 1: BUYER:
SELLER 2:

ADDRESS: ADDRESS:
PHONE: PHONE:

2. DESCRIPTION OF PROPERTY BEING SOLD

STREET ADDRESS CITY/STATE ZIP:

Parcel #:
3. PURCHASE PRICE
A. The Purchase Price is $ or the total purchase will be the
negotiated balances of all liens, mortgages and all title, escrow and other closing

costs.

B. SELLER understands that this transaction is a “short sale” and is contingent upon
acceptance of sort pay offers that are satisfactory to the Buyer as payment in full by
all current lienholders and that the Seller will receive NO funds at Closing. The
Option period shall be reasonably extended for the purpose of obtaining and
satisfactory approval(s) but for not more than an additional 180 days. If said
satisfactory short pay offers cannot be obtained, then Buyer may cancel the Option
and forfeit the deposit.

C. The parties acknowledge that the Purchase Price has been initially based on an
estimated negotiated debt at Closing. During negotiation, there may be several
different preliminary offers/contracts with different estimated Purchase Prices
submitted by Buyer to the Lender(s) until a final discounted figure is accepted by the
Lender(s).

D. Accordingly, Seller agrees to authorize Buyer to prepare various negotiating offers
with various prices without obtaining Seller’s signature or approval of each and every
negotiating offer.
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4. EINANCING AND INSPECTION PERIOD The Property is being sold “As Is” with regard to
the physical condition of the Property and any improvements. Buyer shall have days or
the term of the Option period (the “Financing and Inspection Period”) following the
Commencement Date to inspect and evaluate the Property. Seller shall grant to the Buyer
reasonable access to the Property for purposes of inspection and evaluation (such as
environmental testing, “home inspection” and “BPQ” or appraisals, etc.). If, prior to the end of
the Financing and Inspection Period Buyer gives notice to Seller that Buyer elects to cancel
this Contract (the “Cancellation Notice”), this Contract shall terminate. If Buyer does not
deliver the Cancellation Notice, the Contract shall continue.

This transaction is contingent upon Buyer obtaining acceptable financing;
OR

This is a cash transaction/

5. REPRESENTATIONS AND WARRANTIES To induce the Buyer to enter into this
Agreement, the Seller makes the following representations, warranties, and covenants:

A. The Property is being sold “As Is” with regard to the physical conditions of any
improvements. Seller is giving no warranties to the Buyer.

B. Seller has good and marketable fee simple title to the Property, free and clear of all
liens, property taxes, encumbrances, and restrictions, except for those restrictions
appearing of record, taxes for year of Closing, and encumbrances that will be cleared
prior to or at the Closing, usually out of the Seller's proceeds from Purchase Price.

C. There are no condemnations or similar proceedings affecting any part of the Property
and no such proceeding shall be pending on the Closing Date. To the best of the
Seller’'s knowledge, no such condemnations or other proceedings are threatened or
planned.

D. There are no service contracts or agreements relating to the operation, maintenance,
or security of the property under which the Seller is bound and will survive Closing.

E. The Seller is not subject to any commitment, obligation, or agreement, including but
not limited to, any Right of First Refusal or Option To Purchase, granted to a third
party, which would or could prevent the Seller from completing the sale of the
Property to the Buyer as contemplated by this Agreement.

F. Seller does /does not have sole and exclusive possession of the Property
and will /will not be able to deliver possession of the Property free of all
leases on the Closing Date.

G. Seller understands that this transaction is a short sale and is contingent upon
acceptance of short pay offers from some or all of the current lienholders that MUST
be satisfactory to the Buyer and that the Seller will receive NO funds at Closing.

H. Seller hereby grants the Buyer and/or their representatives all of the necessary rights
to list for sale, market, negotiate and enter into a contract to sell or lease the property
to a third party. Buyer intends to promptly resell the property for a profit.

Seller grants Buyer the additional following rights, but not obligations, as to access or
maintenance of the subject property:
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6. CONDITIONS PRECEDENT The obligations of the Buyer to close this transaction are
subject to a) the Buyer having given Notice to Purchase to the Seller; and b) that all
representations and warranties of the Seller shall be true and correct as of the Closing Date as
such representations and warranties were the date they were being made. In the event that
any of said conditions are not fulfilled on or as of the Closing Date, and notwithstanding
anything to the contrary in this Agreement, the Buyer shall have the right to terminate this
Agreement whereupon all parties shall be relieved of any further obligations hereunder.

7. CLEARTITLE

A. Seller shall convey a marketable title, subject only to liens, encumbrances,
exceptions, or qualifications set forth in this Contract and those which shall be
discharged by Seller at or before Closing. Marketable title shall be determined
according to applicable Title Standards adopted by authority of the State Bar and in
accordance with State Law.

B. If the Buyer discovers that the title is defective, the Buyer shall notify the Seller in
writing specifying the defect(s). If said defect(s) render the title unmarketable or
uninsurable le, the Seller will have 120 days from receipt of notice within which to
remove said defect(s). The option period shall also be extended up to 120 days to
allow for said removal. If Seller is unsuccessful in removing them within said time,
the Buyer shall have the option of either accepting the title as it then is or terminating
this Agreement and thereupon the Seller shall

8. GOVERNING LAW In the event of any dispute, the laws of the State of
and the County of shall apply.
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THIS IS INTENDED TO BE A LEGALLY BINDING CONTRACT. DO NOT SIGN IF THERE
ARE BLANK SPACES NOT FILLED IN. IF NOT FULLY UNDERSTOOD, SEEK THE
ADVICE OF AN ATTORNEY PRIOR TO SIGNING.

ACCEPTANCE: Seller accepts the above offer and irrevocably instructs the Escrow Agent to

pay from Seller’'s escrow funds a commission of percent (___ %) of the Purchase Price
to (Broker)
at (Address)
and percent (___ %) of the Purchase Price to

___ (Broker) at

as the sole procuring agents in this transaction.

SELLER(s)

By: Date:
Printed Name: Title:
By: Date:
Printed Name: Title:
BUYER(s)

By: Date:
Printed Name: Title:
By: Date:
Printed Name: Title:
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Who's On Your Team?

When you start talking with those who are finding success in RE, one thing that each
of them will tell you is "You Have to Network." You will need to know RE brokers,
insurance brokers, mortgage brokers, bankers, appraisers, attorneys (business and
closing agents), accountants, contractors and all the other people that have anything to
do with a deal.

You don't want to wait until you need a professional to find them. You will not have
time to conduct the interview and develop the relationships necessary to find someone
that understands you and your business. How can they take care of your needs
properly if they don't know you and your business?

Realtors have a duty under most state laws to exercise reasonable skill and care and
to deal honestly and in good faith similar to Washington state statute RCW 18.86.030.
Likewise there is the REALTOR® Code of Ethics specifically, Article 11 which provides
that REALTORS® shall not undertake to provide specialized professional services
concerning a type of property or service that is outside their field of competence unless
they engage the assistance of one who is competent on such types of property or
service or unless the facts are fully disclosed to the client.

Realtors have an ethical if not legal duty to “know their territory” both geographically
and in terms of competence. Many do not embrace the risk of listing and selling “Short
Sales” without engaging any outside expertise. There is a general desire to avoid
liability based on Article 13 that states “REALTORS® shall not engage in activities that
constitute the unauthorized practice of law and shall recommend that legal counsel be
obtained when the interest of any party to the transaction requires”. There are legal
and accounting ramifications to all short sales.

Most realtors do not work routinely with clients in financial distress. When they do, they
find that such transactions require an entirely different skill set. They find themselves
spending so much time mired in the problems of one client that they neglect other
transactions. Meanwhile, the stakes are high, and there is little or no control over the
players or the experience. This makes many realtors uncomfortable, wondering if they
would be better off referring these clients to a specialist.

You must make relationships and network with Certified Public Accountants (CPA'S)
and Attorneys both Real Estate and Bankruptcy to be able to render advice to your
clients on an "as needed" basis. This not only keeps you out of the unauthorized
practice of law or the rendering of tax advice but it reflects well on your professionalism
and meets the homeowners’ needs. This team can provide you with a knowledge
base and a network of referrals that you could not generate on your own.

In summary, know what you don’t know and find someone who knows it, and knows it
well! You can’t practice law! Find an attorney with the expertise you need. You aren’t
an accountant! Find an accountant or tax expert with the expertise you need.
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Why Become a Certified
Short-Sale Specialist (CSSM)?

Many real estate professionals are venturing into the world of short-sales. They are
discovering that those sellers in a competitive market are looking for every advantage
to ensure they achieve both the highest possible price, in the shortest time frame and
to ultimately avoid foreclosure. Sellers are becoming more aware of the availability of
selling short but are unaware how to start the process and how much more complex
the process of selling short, compared to purchasing the home, can be.

There are many advantages to adding short sales marketing mix. Not the least of
which are an increased number of listings that will sell faster and reduce the possibility
of the seller being forced into foreclosure. One of the key ways of getting there is by
effectively positioning yourself and your product in your market.

Adding short selling to your sKkill set is a great tool to assist you in accomplishing both
of these objectives. Being able to offer short selling as a value added service for your
clients is an excellent way of “positioning” yourself ahead of the competition. Sellers
are looking for the agent that can show them how to overcome their two greatest fears:
1) Being Foreclosed Upon and 2) Taking forever to sell.

By being able to answer their questions regarding what is involved in a short sale and

helping them to develop a short sale plan you have already given them a huge reason
to list with you. And the more you exercise that skill set the greater your reputation will
grow along with your referral network. Nothing generates referrals faster than success
and selling your clients home during a difficult time.

With training in the art of short sales comes the ability to view the client’'s home
through the eyes of the lender. You will be able to assist the seller in “positioning” their
home to quickly sell and to put together a short-sale package that will be more easily
approved by the lender. You will be able to point out the strengths of the offer and
assist the lender in making a quick decision. As a short-sale professional you will be
able to set your client’s home above the competing short-sale packages by positioning
it to target the lender’s position.
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Basic Forms
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Analysis of Short Sale Properties

Property type: Residential Commercial
All Owners’ Names:

Apartment

Complete Address:

of Property

Does property have an auction date? No__ Yes  When?

Is property listed? No__ Yes  MLS#

Reason for selling?

Time frame for selling:

How many loans are on the property?

Who holds the first and what is balance?

Who holds the second and what is balance?

Any other liens? or HOA dues

How many months behind on payments?

HOA?

Is seller in bankruptcy?

Is there a buyer?

Seller's market value?

How was that determined?

Agent’s opinion of low market value as-is:

Condition? Vacancy?

Repairs needed? What kind?

How much?

Describe location:

Other comments?
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spoo ] memum[ ] oae

Loan #I | Vendor ID| I
Borrower:l | Vendor ID| ]
Addressl | Phone #l l
properytype [ Jocowns[ | Legal |
I. GENERAL MARKET CONDITIONS :Iﬂura] DSuburban Durban
Current market cmdilims:DDepressed DSlalic Dlmproving
Market price of this type property has::IDecressed I:IBeen Stable I:Ilncreased I:I% in past I:Imomhs
Competing Listings in neignnorhood::lo'ver Supply I:lNormal I:lﬁ\oprox #
Employment conditions: I:I Declining DSlab}e
Percentage of in neigborhood:|:|% Crwners |:I% Tenants
MNumber of in neighborhood of:l:IBOARDED or VACANT homes |:|Competing listings that are REQ/Corporate Owned
Comments
II. SUBJECT MARKETABILITY [JHouse [CJecondo [Jrownhouse [ JMuitifamiy [Jco-op
Range of values in neigborhood: to |$ I P(edominanllcl
Subject improvement is:DUnder Improved DAppropriate DOver Improved. . for the neighborhood
Marketability of subject property is:EIPoor CIFair I:IGood

Mormal marketing time in the the area is: : te : days

Comments

Assesed Value Year Yearly Taxes Tax Rate Delinquent Taxes

[s I | s ] [ | s

Condo/Co-op Fees [$ ][] under rRent Controlzym
Subject presently occupie:l?I:IOwner I:I‘I‘enanl Dvacant
Suspect Damage‘?DNo I:IYes I:IEarthquake
Last date subject soid'.l I Sale Fricels
List Price Listing Agent

Is it currently Iisted?lzl Mo I:IYes |$ |

Phone N0.|
Is it in a known flood zane?DNo DYes

lll. MARKET DATE (Market Value "As Is” MUST FALL WITHIN the range of indicated values of the comparables use below.)

Item Subject Sale 1 Sale 2 Sale 3 Listing 1 Listing 2 Listing 3

Location/ Address

Prox. To Subj.

Orig. 1st Price

Current price

Sales price

Price & GLA

Mo of units

Date Sale/ COM

Sales or Financing
Concessions

Leasehld int.

Location/\Vfiew
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Item Subject Sale 1 Sale 2 Sale 3

Listing 1

Listing 2

Listing 3

Site size

Land Value

Design

Age

Condition

TOT. BR BA TOT, BR TOT.

Above Grade Room
[Count

BR TOT. BR

TOT. BR BA

TOT.

BR BA

TOT,

BR

Gross area s.1. 5.1 5.1,

5.1,

s.1.

s.1.

5.1,

|Basement

(Garage/Camet
Porches, etc. HOA

Fees

Indicated Value

Comments

MARKET VALUE "AS IS" ESTIMATED MARKETING TIME

5 LOW | days I

to

$ HIGH

Estimated time necessary to activate Market Value contract

TYPICAL CLOSING PERIOD

| to days I

The average time between contact acceptance and closing

Interior Inspection? DYES DNO |

]Dale Completed

by | Fhone #l

FOR FC USE

Comments

Reviewer's Initials:

| Signature

The original form and supporting PHOTOGRAPHS of the subject property and street scenes MUST be sent to Funders Cheoice within 5 business days of your

receipt.

IV. REPAIRS AND IMPROVEMENTS:
REPAIRS REQUIRED BY LENDER

5
Total $
ADDITIONAL REPAIRS WHICH WOULD IMPROVE MARKETABILITY:
5
Total 5
Total of ALL Recommeded
Repairs and Improvements 5
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V. MARKETING THE SUBJECT PROPERTY:

A. MARKETING CONSIDERATIONS:

Functional or economic obsolescence?

Pasitive or negative site influences?

Hazardous conditions?

Anticipated resale problems?

Indicate the type of financing property will qualify for:D FHA DVA I:IConvenlional

Indicate the most probable pu rchaser:DFirsl Time DMove Up DEmpty MNester Dlnveslor

Indentify what personal property is typically sold with the home (example: range, oven, refrigerator, etc.):

B. THE RELATIONSHIP OF TIME AND MONEY:

Mumber of COMPETING LISTINGS in subject's market area |
Range of Current Listing Prices  low highi
Range of Days on Market least maost
Have PRICR listing periods been included in this DOM range?l:INO DYES
Mumber of SALES within past year in subject's market area: |
Range of these SALE Prices law] high
Range of Days on Market least maost
Have PRIOR listing periods been included in this DOM range?DNO DYES
These sales had FINAL listing prices that averaged % abowve the final sales price
These sales had ORIGINAL listing prices that averaged % above the final sales price
MARKET VALUE "AS REPAIRED" SUGGESTED LIST "AS IS" SUGGESTED LIST "AS IS"
5 LOW 5 Low 5 Low
$ HIGH |$ HIGH |$ HIGH
C. OTHER MARKETING ISSUES
Actual or pending special assesments |$ | for |

Delinquent association dues for the subject I:Owner's association financially sclvent? Y/N D

Utilities covered in the association fee | |

Are commeon areas adequately maintained?Y/MN D

Estimated monthly rent? : Typical Security Deposit?z Typical Lease Term E

Landlord paid utilities? | |

Should the subject property be marketed as DVacant or I:ITenanl Cecupied?
Probability of vandalism if property left vacant? row [Imedium [JHion
D. PROACTIVE MARKETING ACTIONS: What actions can be taken to maximize and enhance the subject’'s exposure? Please comment on

appropriate actions...

Make recommended repairs?

List in MLS?

Open Houses?

Advertising?

Canvassing?

Price Strategy?

Other?

At what point would it be useful to review the effectiveness of these marketing actions? Other comments?
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The Broker’s Price Opinion Guidelines

Dear Real Estate Professional:

Funder’s Choice appreciates you commitment to providing us with quality products and we
look forward to continuing our relationship. Like you, Funder's Choice strives to provide
products that adhere to our clients’ content and quality standards. Changing market
conditions, together with changing client expectations, make this a challenging task.
Ultimately, our goal is to receive a high quality product in a timely manner. That translates to
no follow-up calls asking for revisions. Revision requests waste your time and ours. To that
end, we have created the following CMA guidelines. Try to adhere to these guidelines. If you
cannot, please explain why in the comment sections.

CMA must include exterior and interior subject photo (not MLS) as well as a street photo.
Funder’s Choice requires photographs of each room and any damaged areas.

If the subject property is a condominium or coop, each sale/listing address must include a
unit number or floor location.

Comparable sale and listing photos are required (can be MLS photos).
Include a Location map.

Comparable sale transaction dates should be within one year (preferably six months) of the
CMA date. If you are unable to conform to this request please comment as to why.

Proximity of all sales and listings to subject property should be accurate (i.e. not all 1 mile).
The following salel/listing distances are preferred. Urban properties < 1 Mile, Suburban
properties < 2 Miles, Rural properties < 20 Miles. Give an explanation in Comments section
if unable to meet the aforementioned criteria.

Avoid similar input (“across the grid”) for all sales and listings. For example, the GLA for all
sales is 1,000 square feet.

At least two sales and two listings should have the same number of units as the subject
property (i.e. duplex, 3-family).

At least two sales and two listings should have a similar design/style or number of floors as
the subject.

The condition rating of the subject property and sales/listings is extremely important. Please
use the following guide for rating improvements in poor to fair condition:

Poor Condition (Worn Out): Repair and overhaul is needed on painted surfaces, roofing,
plumbing and heating. There are numerous functional inadequacies and substandard
utilities, etc. Excessive deferred maintenance and abuse, limited value in use, approaching
abandonment or major reconstruction; reuse or change in occupancy is imminent. Effective
age is near the end of the scale regardless of the actual chronological age.

Fair Condition (Badly Worn): Significant repair is needed. Many items need refinishing or
overhauling and deferred maintenance is obvious. There is inadequate building utility and
services all shortening the life expectancy and increasing the effective age.

Average Condition: There is some evidence of deferred maintenance and normal
obsolescence with age in that a few minor repairs are needed, along with some refinishing.
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All major components are still functional and contributing to an extended life expectancy.
The effective age and utility are standard for like properties of its class and usage.

If the subject condition is stated as average or better then the CMA “as is” high value should
be in the upper half of the Neighborhood Sale Price Range or Listing Price Range. If not,
explain in Comments section.

If the subject condition is stated as poor or fair then the CMA “as is” high value should be in
the lower half of the Neighborhood Sale Price Range or Listing Price Range. If not, explain
in Comments section.

At least one sale one listing should be rated in the same condition as the subject.

The unadjusted sale/listing prices of at least two sales/listings should be within10% of the
CMA “as is” low or high values. If not, please explain in the Comments section.

The GLA for at least three sales/listings should within 20% (or 200 square feet if subject
GLA is under 1,000 square feet) of the subject GLA if subject property is located in an Urban
or Suburban area. If the subject is located in a Rural area, the GLA for at least three
sales/listings should be within 50% (or 200 square feet if subject GLA is under 1,000 square
feet) of the subject GLA. If you are unable to conform to this request please explain as to
why.

At least two comparable sales should have bedroom counts that do not vary from the subject
by more than one.

Do not use REO sales or listings unless the subject’s neighborhood/market is primarily
comprised or REO sales or the subject property condition is similar to other REO properties.
Use of REO sales and listings require and explanation in the Comments section.

Repair costs must be specific and stated as line items. A “lump sum” estimate is not
acceptable.

The CMA value ranges (low value vs. high value) should not exceed 25% or ($20,000 for
values under $100,000).

Refrain from writing remarks that could be interpreted as biased or prejudicial.

Use the CMA Comment sections to explain any unusual factors (adverse location, health &
safety, illegal/non-conforming use, adverse market conditions, etc.) variations from the
aforementioned criteria, or your analysis. An explanation as to why you varied from the
criteria specified above is extremely helpful and can avoid revision requests and follow-up
phone calls.

After completing the request, you should immediately Email it to
documents@funderschoice.com.

Please remember to provide the appropriate commentary when dealing with unusual
properties/circumstances.

Again, through mutual cooperation we can create greater efficiencies for all. Believe me, the
last thing we want to do is call you for CMA revisions or additional clarification. Hopefully, the
above guidelines provide more clarity regarding our expectations at Funder’s Choice. Thank
you.
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Distressed Homeowner Agreement

Homeowner(s)/Seller(s):

Funder’s Choice Properties Michael Kaminski (Facilitator)

Property:

In 2008, the Washington Legislature passed the Distressed Homeowner Act to regulate the
foreclosure rescue business. This Addendum is to inform you of the law and to clarify your
relationship with Broker.

1. "Distressed Homeowner": A Distressed Homeowner is anyone who owns a Distressed
Home as a primary residence. A property is a "Distressed Home" if: (a) it is in foreclosure; (b)
the owner is 30 days or more behind in mortgage payments; (c) the homeowner believes he
or she may default on the mortgage in the upcoming four months; or (d) it is at risk of loss
due to nonpayment of taxes. A homeowner who is not "distressed" when a listing is executed
may become a Distressed Homeowner later because of unforeseen circumstances. Use of
this Addendum does not necessarily mean that Homeowner(s)/Seller(s) is a "Distressed
Homeowner."

2. "Distressed Home Consultant": A Distressed Home Consultant is a person who offers to
perform any service to assist a Distressed Homeowner in connection with an actual or
prospective foreclosure or short sale. Any person who offers such services may be a
Distressed Home Consultant. Please refer to the list of services on the next page before
making the following disclosure.

3. Disclosure by Homeowner(s)/Seller(s): Homeowner(s)/Seller(s) represents the following to

the best of Homeowner(s)/Seller(s)'s knowledge:
a. (Check one). Homeowner(s)/Seller(s) O ISQ IS NOT a Distressed Homeowner.
b. (Check one): Homeowner(s)/Seller(s) 4 HAS U HAS NOT hired Facilitator to act as
a Distressed Home Consultant.

4. Distressed Home Purchaser: A “distressed home purchaser” means any person who has
acquired an interest in a distressed home under a distressed home conveyance. A
distressed home purchaser includes a person who acts in a joint venture or joint enterprise
with one or more distressed home purchaser(s) in a distressed home conveyance.

5. Statutory Notice: Whether you are a Distressed Homeowner or not, the statutory notice
provides valuable information that every homeowner should consider if your home is in
foreclosure, at risk of foreclosure or you are attempting a short sale.

NOTICE REQUIRED BY WASHINGTON LAW
THIS IS AN IMPORTANT LEGAL CONTRACT AND
COULD RESULT IN THE LOSS OF YOUR HOME.

Funder’s Choice Properties Michael Kaminski (Facilitator), or any Distressed Home Consultant or
anyone working for any of them CANNOT guarantee you that he or she will be able to refinance
your home or arrange for you to keep your home or to continue making mortgage payments until
refinancing, if applicable, is approved. You should consult with an attorney before signing this
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contract or any Distressed Home Consultant Agreement. If you sign a promissory note, lien,
mortgage, deed of trust, or deed, you could lose your home and be unable to get it back.

Homeowner(s)/Seller(s) (s) initial here:

Distressed Home Consultant Services Agreement: Facilitator shall provide only those
Distressed Home Consulting Services for which the corresponding box is checked:

v None. No Distressed Home Consulting Services will be provided.
U Seeking a loan forbearance or lender approval for a short sale. In any transaction that is a
"short sale," this box should be checked.

UAssisting the Homeowner(s)/Seller(s) in attempting to stop, delay or set aside a foreclosure
sale by attempting to purchase the property. If the Property is in foreclosure, this box should
be checked.

***No boxes below this line may be checked.***

O Assisting the Homeowner(s)/Seller(s) exercise a right of reinstatement or to refinance a loan.
U Obtaining an extension of the period within which Homeowner(s)/Seller(s) may reinstate the loan.

O Obtaining a waiver of an acceleration clause.
Q4 Assisting Homeowner(s)/Seller(s) to obtain a loan or advance of funds.

Q Offering to purchase or obtaining an option to purchase Homeowner(s)/Seller(s)'s residence within

twenty days of a scheduled foreclosure sale.

4 Saving Homeowner(s)/Seller(s)'s residence from foreclosure.
O Assisting the preservation of the Homeowner(s)/Seller(s)'s credit rating.
Q4 Arranging for Homeowner(s)/Seller(s) to continue to reside at the Property after a sale.

Q4 Arranging for Homeowner(s)/Seller(s) to have an option to repurchase Homeowner(s)/Seller(s)'s
residence after a sale.

U Engaging in any transaction affecting Homeowner(s)/Seller(s)'s right to redeem the Property.

The parties acknowledge and agree that the ordinary process of negotiating a short sale could
include some of the services performed by a Distressed Home Consultant, and that the sale of any
Distressed Home could have the effect of saving the property from foreclosure however, such
services are provided merely to facilitate the sale of the property. Unless Homeowner(s)/Seller(s) has
hired Facilitator to act as a Distressed Home Consultant, the parties agree that any such incidental
consequences of Facilitator's conduct in the purchase or sale of the home shall not create a

Distressed Home Consultant relationship.
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Home owner agrees that Facilitator may present an offer from Investors whose primary objective is
to purchase the property, negotiate a short sale with Homeowner(s)/Seller(s) Lender, and then close
the sale at a price that Homeowner(s)/Seller(s) Lender and Investor has agreed to. The investors
intend to remarket the property at a higher price in order to resell the property for a profit or retain the
property in their portfolio. Facilitator shall make a good faith effort to seek approval from Investors but
cannot guarantee that the property will meet all of Investors requirements for purchase.

Homeowner(s)/Seller(s)(s) initial here:

Seller acknowledges that Facilitator has agreed to work with third party negotiators, investors and
service providers in order to provide the greatest likelihood that Seller will be able to successfully
close a sale on the property. Facilitator may not provide direct negotiations on Sellers behalf with
Sellers Lenders. Seller further acknowledges that Seller’s lender is under no legal requirement to
negotiate or grant a short sale approval and that neither Facilitator nor third party investors and
service providers can guarantee the outcome of the negotiations including but not limited to lender’s
demand for debt obligations which shall survive closing or lender pursuit of collection actions after
closing.

COMPENSATION: In addition to getting paid a commission pursuant to an Exclusive Sale and
Listing Agreement with the seller of the short sale property, Facilitator may also receive
compensation from Investor Buyers when Investor Buyers sell the property. Facilitator’s
compensation from Investor Buyers may include a commission pursuant to an Exclusive Sale and
Listing Agreement with Investor Buyer and/or a percentage of profit that Investor Buyer makes on the
sale of the property.

DUTIES TO SELLER: If Facilitator has agreed to act as a Distressed Home Consultant for seller
then Facilitator owes a fiduciary duty to act in seller’s best interest and in utmost good faith toward
seller, and not compromise seller's rights or interests in favor of another's rights or interests.
Although Facilitator may have a future relationship with Homeowner(s)/Seller(s), Facilitator is not
acting as an facilitator for the Homeowner(s)/Seller(s)in any transaction with seller in which the
facilitator or any affiliated companies of the facilitator are purchasing the property. If the offer made
by the facilitator or any affiliated companies of the facilitator is not approved then the homeowner’s
agree that they shall retain the facilitator as their agent in a written listing agreement to sell the
property and in that transaction the facilitator shall act in seller’s best interests in the listing and sale
of seller’s property.

ATTORNEY REVIEW: Facilitator cannot provide legal advice to seller. Seller is encouraged to
obtain legal advice concerning all aspects of this transaction and seller’s relationship with Facilitator.

FINANCIAL INFORMATION: Facilitator is not a licensed CPA or a financial counselor. Seller is
encouraged to obtain financial advice concerning all aspects of this transaction and Seller’s
relationship with Facilitator.
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PRIVACY: By completing the short sale package Seller understands that Facilitator will be in
possession of Sellers sensitive financial information. Seller understands that the package is a lender
requirement in order to engage in short sale negotiations and has agreed to release this information
in order to facilitate the negotiation process.

CREDIT AND CREDITOR CONSIDERATIONS: A short sale may adversely affect the Seller's credit
score. Further, even if the lender agrees to a short sale, the lender may not agree to forgive the debt
entirely, and may require the Seller to pay the difference as a personal obligation. If the loan is
guaranteed by the FHA or VA, these entities may also require payment of the difference. Therefore,
the Seller is advised to consult independent legal counsel regarding the advisability of entering into a
short sale agreement, be certain of the terms of any short sale before making a decision, and obtain
any debt forgiveness agreement in writing.

TAX CONSIDERATIONS: A short sale in which a portion of the debt is forgiven is considered a relief
of debt and may be treated as income for tax purposes. A creditor who forgives a debt must submit a
1099 form to the IRS indicating the amount of the debt that has been forgiven. Therefore, Seller is
advised to obtain professional tax advice immediately regarding the tax implications and the
advisability of entering into a short sale agreement.

SERVICES TO BE PERFORMED: It is understood that the facilitator is an independent contractor
engaged by the seller for the limited purposes described above. Although facilitator may provide
seller with advice from time to time those actions should not give rise to an agency relationship.
Licensee does not owe buyer fidu8ciary duties customarily associated with a real estate agency
relationship which may be changed in writing by the agreement of the parties.

Homeowner(s)/Seller(s) (s) initial here:

FHA/TRUST: FHA Underwriting guidelines require a title seasoning period of at least 90 days prior
to a buyer making an offer to purchase property. In order to facilitate the FHA Title Seasoning
Requirements, where an investor is first purchasing the property and then reselling it to another
buyer, the property can be put into a trust, or buyer might record an option to purchase which will
begin the 90 day title seasoning period upon recording. The ability to offer FHA financing may
increase the number of available buyers for properties that qualify for FHA financing.

[0 Homeowner(s)/Seller(s) elect to form a family trust and to timely sign the required
documents to facilitate the creation and recording of said trust.

[0 Homeowner(s)/Seller(s) waive the election to form a family trust and agree that FHA
financing will not be available for this property.

Homeowner(s)/Seller(s) Date
Facilitator Date
Homeowner(s)/Seller(s) Date

2009 © Michael Kaminski -90 -



Certified Short Sale Specialist Training

Buyer’'s Agent Short Sale Guidelines and Disclosure Agreement
(To be signed by Buyer’s Agent and faxed to Seller's Agent)

Buyer’s Agent to sign this document and fax to Seller's Agent

Agent acknowledges that property was listed on the MLS and the remarks section stated
that the property is a “Short Sale” to be sold in “As-Is” condition, the commission may be

subject to the lender(s) approval. Buyer and Buyer’s agent should be aware that the process

of receiving approval will take 45 to 90 days after submission of the application and
purchase and sale agreement to the lender(s).

Buyer's Agent and Buyer acknowledges that Purchase Contract states that the property is to
be sold in “as-is” condition and the sale is subject to mortgage servicer approval (over which

seller has no control and which may take 45 to 90 days) with the close of escrow to be
determined by the current mortgage lien holder(s) closing to be within 30 days of short sale

approval. In the event the lien holder(s) disapprove the short sale application the contact will

he null and void and all things of value will be returned.

The commission is negotiable, and subject to lender(s) approval. In the event, a commission

reduction is required and both listing and selling agent agree to said reduction, the
commission will be reduced on a pro-rata basis.

Under no circumstances should Buyer’s Agent have contact with or answer any questions
from the lien holder(s) mortgage servicer. If you do receive a call refer them to the seller’s
short sale processing agent

The property closing date will be on or before 30 days from the date of acceptance of the
offer by the mortgage servicer.

In the event the seller’s lender denies the short sale application this contract shall be null
and void and all things of-value returned.

Buyer must be aware that seller will not pay for any of the following expenses;
* Septic, termite or any other related inspection

» State, County or Municipality mandated inspections

* Appraisals and Survey Costs

* Tax service fees

* All Fees charged by buyer’s lender will not be paid by the seller unless the FHA/VA loan
requires the Seller to pay this cost.

By signing below, all parties understand and acknowledge the guidelines set forth in this
document.

By: Date
Buyer’s Agent Signature Date
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NWMLS Form 11 @ Copyright 2003
Referral Agreement Narthwest Multiple Listing Service
Rev. 03/03 ALL RIGHTS RESERVED
Page 1 of 1 REFERRAL AGREEMENT
REFERRAL FEE: s Date:
v 50 % of LOC
% of SOC

. % of sale price

1. REFERRING BROKER: . NWMLS Office No:

Licensee Name:

Address:

Phone: _ Fax: Email:

2. DESTINATION BROKER: _T‘under's Choice Properties NWMLS Office No: 4511

Licensee Name: Michael S. Kaminski

Address: 4711 Wallingford Ave N
Seattle, WA 98103

Phone: 206-799-9348 Fax: 206-260-9050 Email: michael@mkaminski.com

3. PROSPECT INFORMATION: v Seller ~ Buyer _ Other
Name:
Address:
Phone; Fax: Email:
Comments:

Destination broker who may be acting in the capacity of Distressed Home Purchaser pursuant to RCW
61.34 and will retain counsel or other licensed professionals under the Morlgage Broker Practices Act or
the Consumer Loan Act to negotiate with the homeowner's lender or trustee handling the foreclosure.
Relerring broker will not engage in any activities that would define referring broker as a Distressed Home
Consultant and all activitics will simply be limited to providing information as reasonably required by the
destination broker. Destination Broker shall be listed on the settlement statement and the escrow agent
does hereby accept to make the gross and net distributions called for in the referral agreement as
supplemented by these escrow instructions.

4. TERMS OF REFERRAL

Destination Broker shall pay to Referring Broker the Referral Fee if, within ______ months (eighteen (18)
months if not filled in) of the date of this Agreement, Destination Broker is paid a commission as a result of the
services it provides to Prospect.

Referring: Licensee Destination Licensee
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File name Escrow file no.

Addendum to Closing Agreement and Escrow Instructions

This is part of the closing agreement and escrow instructions signed by the parties under the
closing agents escrow file number as set forth above. Except as expressly modified,
changed or mended by this addendum, all terms and conditions of the closing agreement
and escrow instructions, and any previous agenda thereto will stay in full force and effect.
105. Disbursement by Closing Agent.

(a) Direct to Listing and Selling Members. In the case of all sales of property which have
been turned In to NWMLS or input by a member, the Commission Disbursement Form shall
include instructions to the closing agent to disburse the selling and listing members™ share of
the commission directly to each. Attached hereto and marked Exhibit "A" and by this
reference incorporated herein as if set out in full at this point as a referral agreement under
NWMLS Form 11 signed by the listing and selling members and providing for, among other
things compensation for

Destination broker who is to acting in the capacity of Distressed Home Consultant pursuant
to RCW 61.34 and will retain counsel or other licensed professionals under the Mortgage
Broker Practices Act or the Consumer Loan Act PLLC to negotiate with the homeowner's
lender or trustee handling the foreclosure. Referring broker will not engage in any activities
that would define referring broker as a Distressed

Home Consultant and all activities will simply be limited to providing information as
reasonably required by the destination broker. Destination Broker shall be listed on the
settlement statement and the escrow agent does hereby accept to make the gross and net
distributions called for in the referral agreement as supplemented by these escrow
instructions.

Date

Referring Licensee Destination Licensee
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\ Funders Chou:e, LLC

| Bt Trusted | Secure | Direct

Phone: 877-385-3030 (toll-free) or 206-799-8348 (Seattle)
Fax: 877-385-3029 (toll-free) or 206-260-9050 (Seattle)
www . funderschoice.com + info@funderschoice.com

Funder's Choice LLC Transmittal Form
To be completed by listing agent. Please print neatly or complete in Microsoft Excel.

DATE SUBMITTED:

HOMEOWNER

Name (First - M| - Last)

Address

City - State - Zip Code
( ) = ( ) 5
Home phone Work phone
( ) = ( ) ;
Fax Cell
Email.

- - / /

Social Security Number Birth Date

CO-HOMEOWNER

Name (First - M| - Last)

Address

City - State - Zip Code
( ) # ( ) -

Home phone Work phone
( ) = ( ) 5
Fax Cell
Email:
- - / /
Social Security Number Birth Date
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REAL ESTATE AGENT

Name (First - Last)

Company

Address

( ) -

City - State - Zip Code
( )

Cell Office
( ) - Email:
Fax
ESCROW AGENT
Name (First - Last)
Company
Address
City - State - Zip Code
( ) 7 ( )
Cell COffice
( ) = Email:
Fax
PROPERTY INFORMATION
Address

City - State - Zip Code

Propertytype: _ SFR __ Condominium
List price: Valuation:
Year built: County:
Bedrooms: Bathrooms:

Structure approx. square footage:

Lot size:

Please describe property condition and supply photos if helpful.
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LOAN INFORMATION

Trustee sale date:
First DCT lender and loan #:

Loan Amount: # Delinquent payments:

Monthly payment amount:
Second DOT lender and loan #:

Loan Amount: # Delinquent payments:

Monthly payment amount:

NATURE OF HARDSHIP

0 ARM Reset/Payment Shock O Incarceration

0 Damage to property (incl. natural O Job Relocation

U Death U Loss of Job

QO Death of Spouse or Co-Borrower O Marital Separation
U Divorce U Medical Bills

O Failed Business O Military Duty

U lliness U Reduced Income

0 OCther (Please specify):

PLEASE CHECK DOCUMENTS SUBMITTED WITH THIS FORM
(partial or incomplete submissions will not be processed)

U Funder's Choice agreement

U Consent to share mortgage information

O Buyer's agent disclosure

U Payoff request

U Net worksheet

O Last two years of homeowners' tax returns or extensions

U Last two months of homeowners' bank statements (all accounts)

QO If homeowner is a W-2 employee, last two paystubs with YTD income
O If homeowner is self-employed, balance sheet and income statement YTD
U Title report

O Payoff from escrow company

U Preliminary HUD (settlement statement)

U Listing agreement

U CMA or appraisal

U Purchase and Sale agreement

QO Other (please specify):
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Customer Authorization and Consent to
Share Mortgage Information

EXISTING 1st LENDER:
Lender Name:

Loan No:

Street address, City, State Zip
Phone No:

Loan Number:

EXISTING 2" LENDER:
Lender Name:

Loan No:

Phone No:

Street address, City, State Zip

I/we, the undersigned, hereby grant permission for

to share information specific to my/our mortgage loan with said agent
for any lawful purpose and to obtain a copy of my / our credit report.

This consent shall automatically expire thirty (360) days from the

date of my/our signature(s) below.

Signature Social Security #

Signature Social Security #
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SHORT SALE TRANSACTION DISCLOSURE

Saller

Seller acknowladges the fallowing items:

1. SHORT-SALE DEFINED: The term “short sake” s used o describe a sale of property ina
situation whera thare i mare debt owing against the propery than the proparty’s value,
Cepending on the circumstances of the borrower, 2 lender may be willing to agree 1o allow
the property to be =old for less than the loan amownt anclior the amount owed as paymert
i full. The Seller acknowiadges thal there may be dizadvaniages to a short sale.

2 CREDIT ANC: CREDQITOR COHSIDERATICNS: A short ssle may adversely affect the
Seller's credit score. Further, even i the lender agrees to a short sale, the lender may not
agree o fargive the dett entirely, and may require the Seller to pay the difference as a
personal abligation. if the lpan is guarantesd by the FHA or VA, fhese entities may also
require payment of the difference. Therefore, the Seller is advised to congult independent
legal counsel regarding the advisability of entering into a short sale agreament, be carlain of
the terms of any short sale belare making a desisian, and obiain army debl forgiveness
agreemeant inwriting.

3. TAX CONSIDERATION: A short gale inwhich a portion of the debt is forgiven is considered
a relisf of debt and may be treated as income for tax purpeses, A craditor who forgives a
clebt st submit 8 1082 formn to the |RS indicating the amount of the debt that has been
forgiven. Thersfore, Seller iz acvized to obtain professional tax advice immediately regarding
the taz implications and the advisability of enfering into a short sale agreement,

4 CETAIMNING CREDITOR APEROVAL A shor sale is contingent upon an agreemeant
betwean the Seller and Seller's lendar(s), acceptable to both, o sell the Premizes lor less
than the loan amount(s). The Seller's lender may condition such acceptance ona review of
the Seller's firancial canditan. Seller agrees to pravide any information reasonakly
requested by Seller's lender. Sellers) agrees o grant crediton's) permisson to
communicaie directly with Brokeris)

5 OTHER CETICHNS:  Seller represents to Buyer that Seller has considered oplicns other
than & shart sala, such as loan madification, revised repayment plan, refinancs or enfry info
2 lender(s) loan mitigation program, and wished o contingg. Seller agrees 1o ge forward
with this transaction

G. BIUYER'S FUTURE PRCFIT: Seller acknowledges that the Buyer is purchasing the Seller's
praoperty with the intent af making a profit in a subseguert resale. Saller will pay no fees 1o
Buyer for the negoliation of the short gale transaction

SELLER(S):

Frinted Mame Frinted Name

Tate Date

Short 3ale Dizcloswre Document Page 1 of 1 SELLER{S) IMITIALS !
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Hardship Letter Example -- [Keep Key Information Up Front and Clear]

March 13, 2009

RE: Loan#
Property Address:

To Whom It May Concern:

[The first paragraph of the letter should identify what loss mitigation option the homeowner is
requesting.] E.g. | currently have no job and no income and can no longer afford to live in
this house. My home has lost value and is now worth less than my mortgage and | have
listed it as a short sale.

[Include a description of the hardship and the reason for the hardship. It’s important for the
borrower to be specific, explaining what caused the problem.] E.g. | lost my job eight months
ago and will not be rehired. | have used up my savings, cashed in all my liquid assets
including my children’s college funds, exhausted my unemployment benefits and used up all
my resources.

Below are acceptable reasons:

Adjustable Rate Mortgage Reset- Death of Borrower
Payment Stock (uncommon, but we will

see more lenders accept this in the Incarceration

future) Divorce

lliness Marital Separation

Loss of Job Military Duty

Reduced Income Reduced Income

Failed Business Medical Bills

Job Relocation Damage to Property (natural disaster or
unnatural)

Death of Spouse or Co-Borrower
Other (Please Specify)

[Summarize current income and expenses. This should restate same figures as provided on the
full financial disclosure paperwork included in the package. Make sure there are no
discrepancies!]

| wish there was a better solution to this situation, but | can’t change the facts.
Sincerely,

[Sign name as it appears on loan]

[Best method of contact such as daytime and evening phone numbers.]

[Attachments are listed on the Short Sale Checklist and need to be included in full package, but
don’t need to be listed on the letter.]
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Trusted

Funders Choice, LLC

Secure | Direct

CONFIDENTIAL PERSONAL FINANCIAL STATEMENT

Date:

Personal Information

Applicant

Name: Former name:

Birthdate: Social security
number:

Co-Applicant

Name: Former name:

Birthdate: Social security
number:

Home address:

Email:

Home phone: Cell phone:

Work phone: Fax:

Realtor: Realtor phone:

Marital status: |

Dependents:

Unpaid judgments:

Wage garnishments:

Creditor accounts in hands of
attorneys:

Prior bankruptcy:

Expecting changes in income:

Currently seeing an attorney for:

Additional comments:

Income Sources

Applicant

Co-applicant

Emplover:

Job title:

Monthly gross salary:

Monthly net salary:

Other monthly income:

MONTHLY COMBINED NET TOTAL:

Annual bonus or commission:

Annual dividends:

Additional comments:

2009 © Michael Kaminski
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Test Data

Monthly Expenses

Page 2 0of 3

Item

Monthly Amount

Item

Monthly Amount

Condofhomeowner fees:

School lunches:

Gaslelectric/oil:

Barber/beauty shop:

Phone: Tobacco/alcohol:
Water/sewer: Health insurance/co-pay:
Cablefinternet: Prescriptions:

Home Life insurance:

repair/maintenance:

Cellularfwireless:

Child support pmts:

Home/renter's insurance:

Student loans:

Property taxes:

School suppliesftuition:

Car pmt 1: Child care:

Car pmt 2: Tax pmts:

Car insurance: Charity, church
donations:

Car maintenance:

Entertainment:

Parking/tollsffuel:

Gifts/holidays:

Dining out:

Pet care:

Clothing:

Rent:

Groceries/household:

Other expenses:

MONTHLY TOTAL:

Additional comments:

Creditors

Months Past Due

Monthly
Payment

Balance

First Mortgage:

Account number:

Second Mortgage:

Account humber:

Line of Credit:

Account number:

Other Loan:

Account number:

Credit card 1:

Credit card 2:

Credit card 3:

Credit card 4.

Credit card 5:

Credit card 6:

TOTAL: | $

Additional comments:

Liabilities and Assets

Assets

Liabilities

Cash and savings:

Life insurance policy loans:

Real estate:

Revolving debt:

Loans receivable:

Notes payable:

Vehicles:

Unpaid income tax:

Life insurance (cash value):

Other liabilities:

Retirement accounts:

Other assets:

TOTAL:

TOTAL:

Additional comments:

2009 © Michael Kaminski
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WASHINGTON SHORT SALE
PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT (hereinafter called the Purchase
Agreement) is entered into by:

pursuant to an assignment {hereinafter called the Buyer); and

SELLER:

Street Address:

City: State: Zip
Home Phone: Mobile: Fax:

{hereinafter called the "Seller” whether one or more).

1. PROPERTY. Seller hereby agrees to sell and Buyer hereby agrees to buy the
real property described below as:

(the "Property”).

2. PURCHASE PRICE. The Purchase Price to be paid at Close of Escrow by
Buyer for the Property (the "Purchase Price")is

All deposits or cash advances provided to Seller by Buyer shall be applied to and
credited against the Purchase Price at Close of Escrow.

3. PROPERTY TURNOVER. The Seller will provide Buyer with keys to the
Property and vacate the Property by 12:00 a.m. on the day of the Close of Escrow
or . In the event the Seller does not
vacate the Property by the date and time specified, a charge of $100 per day will be
levied. All unpaid Purchase Price funds will be held in escrow until Seller has
vacated the Property and turned over to the Buyer all Property keys and garage
openers.

4. CLOSE OF ESCROW. The closing date shall occur on

{hereinafter the "Close of Escrow” or "Closing Date").

5. ESCROW AGENT. Seller and Buyer hereby employ

Phone: {the "Escrow Agent”) to act as escrow agent for this
transaction.

6. REPRESENTATIONS BY SELLER(S)

A. Seller represents that the Property may currently be in foreclosure, and
that there is more debt owing against the Property than the current market
value of the Property.

Short Sale Purchase Agreement Page 1 of 8 SELLER(S) INITIALS !
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B. Seller represents to Buyer that there is more debt owing against the
Property than the Purchase Price being offered by the Buyer.

C. Seller represents to Buyer that Seller has not obtained an appraisal of
the Property. Seller acknowledges and represents that the Purchase
Price being offered by the Buyer may be less than market value, but that
to the best of the parties' individual knowledge, the Purchase Price is

a good faith estimate of the market value of the Property.

D. When Seller vacates the premise, Seller is to leave the Property "neat
and clean”. "Neat and Clean" is defined as all debris removed from the
interior/exterior of the Property. In the event the Property is not left in a
neat/clean condition, Buyer will have clean-up completed at Seller's
expense and deduct costs from monies due the Seller. Any items
remaining in the Property on the Close of Escrow will be considered trash
and removed by the Buyer. Risk of loss of the Property shall be borne by
Seller until the Close of Escrow. If prior to the Close of Escrow, all or a
substantial portion of the Property is destroyed or substantially damaged
by fire or other casualty, then Buyer, in Buyer's sole discretion, may
cancel this Contract, in which event Buyer shall be entitled to a full refund
of all amounts previously paid to Seller.

E. If the Property is vacant at the time of acceptance of this offer, Seller
hereby gives permission to the Buyer to retain a key or have one made by
a locksmith, and show the premises to contractors and/or prospective
occupants and/or buyers.

F. Seller asserts that to date, they have not entered into any other
agreement or contract to sell the Property, and is not currently leasing the
Property. Seller further asserts they will not enter into an agreement or
contract to purchase with anyone else from this date forward unless
released in writing by the Buyer. Should seller participate in another
agreement which will interfere with the Close of Escrow by the
undersigned, Seller will be responsible for all costs, losses of the Buyer
{undersigned) to include, but not limited to: attorney's fees, losses, and/or
costs suffered by Buyer.

7. SHORT SALE TRANSACTION AND CLOSING: Seller represents to Buyer that
Seller desires to proceed with the sale of the Property by way of a "short sale”
transaction as that word is defined in the Short Sale Transaction Disclosure.
Buyer and Seller acknowledge that this Contract is contingent upon an agreement
between the Seller and Seller's lender(s), acceptable to both, to sell the Premises
for less than the loan amount{s). Seller acknowledges that Buyer may cancel this
Contract by notice to Seller at any time before Buyer's receipt of notice from
Seller's lender(s) that the short sale offer has been accepted.

Short Sale Purchase Agreement Page 2 of 8 SELLER(S) INITIALS !
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8. REMEDIES. In the event Buyer is forced to institute legal action to enforce this
Contract, Seller will be held responsible for and hereby agrees to pay all legal fees
and costs of said action. Seller shall pay attorney's fees and costs incurred by
Buyer as they come due and Seller irrevocably assigns all unpaid Purchase Price
funds held in escrow to the benefit of Buyer and for the immediate payment of
Buyer's attorney’'s fees and costs. Seller hereby instructs the escrow company to
pay out of such unpaid Purchase Price funds all of Seller's attorney's fees and
costs as they are incurred. Seller acknowledges that in the event Buyer is forced
to institute legal action to enforce this Contract, the Purchase Price to be paid to
Buyer shall be reduced by all attorney’'s fees and costs of the action.

9. ESCROW AGENT. This Contract constitutes the escrow instructions to Escrow
Agent. Should Escrow Agent require execution of its standard form printed
escrow instructions, Buyer and Seller agree to execute same; however, such
printed escrow instructions shall be construed as applying only to Escrow Agent's
employment, and if there are conflicts between the terms of this Contract and the
terms of the printed escrow instructions, the terms of this Contract shall control.
Escrow Agent, if necessary, is hereby authorized and instructed to prepare and
execute on behalf of Buyer and Seller any documents required for closing.

10. AGENCY/LICENSEE DISCLOSURE. SELLER ACKNOWLEDGES THAT
SELLER HAS NOT BEEN REPRESENTED BY BUYER, OR BY ANY
REPRESENTATIVE OF BUYER WITH RESPECT TO THE PURCHASE AND SALE
OF THE PROPERTY AS CONTEMPLATED BY THIS CONTRACT. SELLER
AGREES AND UNDERSTANDS THAT THE BUYER IS NOT ACTING AS SELLER'S
AGENT IN THIS TRANSACTION AND HAS BEEN ACTING SOLELY FOR BUYER'S
OWN BENEFIT. SELLER AGREES TO HOLD BUYER FREE FROM ANY AND ALL
LIABILITY REGARDING THIS PROPERTY AND TRANSACTION ARISING FROM
ANY CLAIM OF AGENCY. SELLER ACKNOWLEDGES THAT BUYER IS NOT
ACTING AS A LENDER IN THIS TRANSACTION AND THIS TRANSACTION DOES
NOT INVOLVE THE LOAN OF ANY MONEY BY BUYER TO SELLER. SELLER
ACKNOWLEDGES AND IS AWARE AND BUYER DISCLOSES THAT CERTAIN
PRINCIPALS OF BUYER HOLD REAL ESTATE LICENSES AND HAVE A
FINANCIAL INTEREST IN THE TRANSACTION OTHER THAN THE RECEIPT OF
COMPENSATION FOR REAL ESTATE SERVICES.

SELLER(S) INITIALS !

11. CLOSE OF ESCROW AND CONVEYANCE. Buyer shall have the right to

approve the property's title status before the Close of Escrow. At the Close of
Escrow, Seller shall pay for a standard coverage owner's policy of title insurance,
without endorsements, issued by Escrow Agent (or its title underwriter) insuring
Buyer's title to the Property in the amount of the Purchase Price, subject to the
Permitted Encumbrances. Buyer shall take title as determined by Buyer in escrow.
All parties agreeing to this transaction agree that Buyer, for purposes of taking title,
shall mean Buyer individually, any trust in which Buyer is the sole beneficiary, or any
limited liability company or corporation in which Buyer holds both managing control
and all ownership interest. Buyer shall pay all normal non-reoccurring closing costs.

Short Sale Purchase Agreement Page 3 of 8 SELLER(S) INITIALS !
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12. MISCELLANEOUS

A. Time is of the essence with respect to the performance of all terms,
conditions, and provisions of this Contract.

B. Buyer shall have until the Close of Escrow to satisfy itself in its sole
discretion as to the physical condition of the Property in every respect,
and its suitability for Buyer's intended use. Accordingly, notwithstanding
anything to the contrary contained in this Contract, at any time on or
before the Close of Escrow, Buyer shall have the right to terminate this
Contract if Buyer determines in its sole discretion that the purchase of the
Property is not feasible and/or that the physical condition of the Property
does not meet Buyer's criteria. In the event Buyer terminates this
Contract, Buyer shall be entitled to a full refund of the earnest money
deposit paid, plus any accrued interest.

C. This Contract shall inure to the benefit of and shall be binding upon
the parties, their heirs, personal representatives, successors, and
assigns. Buyer may freely assign this Contract without notice to the
Seller.

D. Seller acknowledges that Buyer is an investor and is purchasing the
property with the intent of making a profit on its resale in a subsequent
transaction.

E. No modification or amendment of, or waiver or discharge under, this
Contract shall be effective unless in writing signed by the party against
whom enforcement is sought. The waiver of any breach of any provision
of this Contract shall not constitute a waiver of such provision or a future
or continuing waiver of that or any other provision hereof.

F. This Contract shall be governed by and construed and enforced under
the laws of the State of Arizona, whose courts shall have jurisdiction over
any legal proceedings or actions arising out of this Contract. Phoenix,
Maricopa County, Arizona shall be the place of venue of any such
proceeding or action.

G. Within five (5) days after request therefore, Buyer and Seller shall
execute and deliver any additional documents requested or reasonably
required by the other party, by Buyer's lender, or by Escrow Agent in
order to evidence or give effect to the provisions of this Contract, both
before and after the Close of Escrow. If the parties cannot agree upon the
terms and conditions of any documents to be executed that are not
specifically agreed upon in this Contract, then Escrow Agent's standard
form of that particular document shall be used.

Short Sale Purchase Agreement Page 4 of 8 SELLER(S) INITIALS f
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13. NO ORAL REPRESENTATIONS OR MODIFICATIONS. Buyer wishes to avoid
any misunderstandings concerning Buyer's purchase of the Property. The Buyer
and Seller have agreed that this Contract is the only agreement for the purchase
and sale of the Property herein and shall constitute a binding contract between
them. Buyer agrees to buy and Seller agrees to sell solely in accordance with this
Contract. The Buyer and Seller agree and warrant that there are no oral promises,
conditions, representations, understandings, interpretations, or terms of any kind
as conditions or inducements to the execution hereof or in effect between the
parties that are not also in this Contract. Specifically, Seller acknowledges that
unless expressed in writing, there are not leases, options, or other agreements
existing between Seller and Buyer identified herein. If Seller believes that there are
other agreements between the parties, Seller shall write in below any
representations or promises that are not set out in this Contract, but that Seller
believes have been made by Buyer or its purported agents or employees, and
upon which Seller is relying in making this purchase (if "None,"” so state}):

Buyer and Seller agree that Seller will contribute up to 6% of contract sales price to closing costs.

ALL PARTIES ARE AWARE THAT THIS IS AN ARM'S LENGTH TRANSACTION. Buyer anc

Seller agree to extend Close of Escrow date as necessary in order to allow for lender approval.

SELLER({S) INITIALS /

Short Sale Purchase Agreement Page Hof 8 SELLER(S) INITIALS /
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SELLER(S):
Owner: Co-Owner
Printed Name Printed Name
Date Date
BUYER:
By:
Date
Short Sale Purchase Agreement Page 6 of 8 SELLER(S) INITIALS
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NOTICE OF CANCELLATION
Copy 1 o0of 2

You may cancel this contract for the sale of your house, without any penalty or obligation, at any
time before:

To cancel this transaction, personally deliver a sighed and dated copy of this cancellation notice
to the Buyer:

located at
NOT LATER THAN:
| hereby cancel this transaction.
SELLER(S):
Printed Name Printed Name
Date Date

Under Washington law, the seller has until midnight of the fifth business day following the day on
which the seller signs this contract or until 8:00 a.m. on the last day of the period during which the
seller has a right of redemption to cancel the contract. The five-business-day period during which
the seller may cancel the contract must not begin to run until all parties to the contract have
executed the contract and the buyer has complied with this section.

Short Sale Purchase Agreement Page 7 of 8 SELLER(S) INITIALS
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NOTICE OF CANCELLATION
Copy 2 of 2

You may cancel this contract for the sale of your house, without any penalty or obligation, at any
time before:

To cancel this transaction, personally deliver a signed and dated copy of this cancellation notice
to Buyer:

at

NOT LATER THAN:

I hereby cancel this transaction.

SELLER(S):

Printed Name Printed Name

Date Date

Under Washington law, the seller has until midnight of the fifth business day following the day on
which the seller signs this contract or until 8:00 a.m. on the last day of the period during which the
seller has a right of redemption to cancel the contract. The five-business-day period during which
the seller may cancel the contract must not begin to run until all parties to the contract have
executed the contract and the buyer has complied with this section.

Short Sale Purchase Agreement Page 8 of 8 SELLER(S) INITIALS
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ADDENDUM TO SHORT SALE PURCHASE AND SALE AGREEMENT

Dated Between (Buyer)

and (Seller)

Purchase Price will be

Mew Close of Escrow Date will be

Dated this day of . 2009

Buyer:
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Form 22 FSBO ©Copyright 2009
For Sale by Owner Northwest Multiple Listing Service
Rewv. 3/09 ALL RIGHTS RESERVED
Page 1of 1

FOR SALE BY OWNER ADDENDUM TO
PURCHASE & SALE AGREEMENT

-

The following is part of the Purchase and Sale Agreement dated

between ("Buyer") 2
and ("Seller) 3
concerning ("the Property"). 4
1. DISTRESSED HOME. Seller warrants that the Property [ ] is; [ | is not a "Distressed Home." A "Distressed 5
Home" (fully defined in RCW 61.34) is a dwelling in a one-to-four family residence, a condominium unit, a 6
residential cooperative unit, a residential unit in any other type of planned unit development, or a manufactured 7
home, which has been occupied by the owner as the owner's primary residence within 180 days of mutual 8
acceptance of this Agreement that is (1) in the process of foreclosure or in danger of foreclosure because (a) 9

Seller has defaulted on a mortgage; (b) Seller is at least thirty days delinquent on a loan secured by the Property; 10
or (c) Seller believes that Seller is likely to default on such mortgage or loan within four months due to a lack of 11
funds; or (2) at risk of loss due to nonpayment of taxes. 12

2. CLOSING DATE IS NOT WITHIN 20 DAYS OF A FORECLOSURE SALE. Seller warrants to Buyer that mutual 13

acceptance of the Agreement and the Closing Date in the Agreement are not within twenty (20) days of an 14
advertised or docketed foreclosure sale. Seller further warrants that if a foreclosure sale is scheduled within 15
twenty (20) days of mutual acceptance or the Closing Date, Seller will provide immediate written notice of that fact 16
to Selling Licensee and Buyer. If Seller provides such notice, Buyer may, in Buyer's sole discretion, elect to 17
terminate this Agreement within five (5) days of such notice by providing written notice to Seller. In the event 18
Buyer timely elects to terminate this Agreement, Seller shall reimburse Buyer for all out of pocket expenses 19
incurred or committed by Buyer in connection to this Agreement, including, without limitation, inspection fees, 20

loan application fees, and title commitment cancellation fees, and the Earnest Money shall be refunded to Buyer. 21

3. POSSESSION DATE. If the Property is a Distressed Home and the Possession Date on page one of the Agree- 22

ment is after the Closing Date, notwithstanding the Possession Date on page one, the Possession Date shall be 23

on the Closing Date, unless otherwise agreed in writing. 24
Initials: BUYER: DATE: SELLER: DATE: o5
BUYER: DATE: SELLER: DATE: 26
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FOR SALE BY OWNER ADDENDUM TO
PURCHASE & SALE AGREEMENT

ASSISTANCE FILLING IN THE BLANKS:
Click on this N button of the Viewer The curser will change into a "2"

and as you roll over the blanks of the form, instructions will pop up.

GENERAL COMMENTS:

A. Use of this Form. Use this form when you are presenting an offer on a property that is not

B.

listed by a real estate licensee.

Distressed Homes — 20 Day Rule. The Distressed Homes Law (RCW 61.34) provides that if
the parties reach mutual acceptance or close a sale of a “Distressed Home™ within 20 days of
a foreclosure sale and the seller 1s not represented by an attorney or a real estate licensee, the
buyer is a “Distressed Home Consultant™ for the seller. If this happens, the buyer needs to
have a separate written agreement with the seller and the buyer owes fiduciary duties to the
seller.

To address this issue and to protect the buyer, Form 22-FSBO requires the seller to disclose
whether or not they are distressed and warrant that mutual acceptance and the closing date do
not fall within 20 days of a foreclosure sale. If the seller can make this warranty. the selling
licensee and the buyer need not be concerned with this provision of the Distressed Home
Law. The form further provides that if circumstances change and mutual acceptance or the
closing date fall within 20 days of a foreclosure sale, then the seller agrees to notify the
selling licensee and the buyer of that fact in writing. If the seller provides this notice, the
buyer has the option to terminate the agreement and is entitled to the return of any eamest
money and buyer’s out of pocket expenses. If the buyer elects to proceed with the closing,
the buyer needs to consult with an attorney because the buyer may be a Distressed Home
Consultant for the seller. Please see Legal Bulletin No. 181 for more information on
Distressed Homes.

Distressed Homes — Delayed Possession . The Distressed Homes Law provides that if a
buyer allows a “Distressed Homeowner™ to retain possession of the property after closing
and the homeowner is not represented by an attorney or a real estate licensee, the buyer is a
“Distressed Home Consultant™ for the seller.

To address this issue and to protect the buyer, Form 22-FSBO provides that, despite what the
parties agreed to on page one of the Purchase and Sale Agreement, the Possession Date will
not be later than the Closing Date. Please see Legal Bulletin No. 181 for more information on
Distressed Homes.

. Check Applicable Box. The form requires that the parties check one of two boxes. The first

box provides a warranty from the seller that the property is not a Distressed Home. If this is
true and this box is checked, the Distressed Homes Law does not apply. The second box
provides a warranly from the seller that the property 1s a Distressed Home. If this 1s true, then
the balance of Form 22-FSBO addresses the relevant issues associated with the Distressed
Homes Law.
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Distressed Homeowner Agreement

Customer:

Michael S. Kaminski Funder’s Choice Properties (Agent)
Property:

In 2008, the Washington Legislature passed the Distressed Homeowner Act to regulate the foreclosure
rescue business. This Addendum is to inform you of the law and to clarify your relationship with Broker.

"Distressed Homeowner": A Distressed Homeowner is anyone who owns a Distressed Home as a
primary residence. A property is a "Distressed Home" if: (a) it is in foreclosure; (b) the owner is 30 days
or more behind in mortgage payments; (c) the homeowner believes he or she may default on the
mortgage in the upcoming four months; or (d) it is at risk of loss due to nonpayment of taxes. A
homeowner who is not "distressed" when a listing is executed may become a Distressed Homeowner
later because of unforeseen circumstances. Use of this Addendum does not necessarily mean that
Customer is a "Distressed Homeowner."

"Distressed Home Consultant": A Distressed Home Consultant is a person who offers to perform any
service to assist a Distressed Homeowner in connection with an actual or prospective foreclosure or
short sale. Any person who offers such services may be a Distressed Home Consultant. Please refer to
the list of services on the next page before making the following disclosure.

Disclosure by Customer: Customer represents the following to the best of Customer's knowledge:
(Check one): Customer O IS O IS NOT a Distressed Homeowner.
(Check one): Customer O HAS O HAS NOT hired Agent to act as a Distressed Home Consultant.

Statutory Notice: Whether you are a Distressed Homeowner or not, the statutory notice provides
valuable information that every homeowner should consider if your home is in foreclosure, at risk of
foreclosure or you are attempting a short sale.

NOTICE REQUIRED BY WASHINGTON LAW THIS IS AN IMPORTANT LEGAL CONTRACT AND
COULD RESULT IN THE LOSS OF YOUR HOME.

Windermere Real Estate/Maple Valley Inc, Ken Crotts, or any other Distressed Home Consultant or
anyone working for any of them CANNOT guarantee you that he or she will be able to refinance your
home or arrange for you to keep your home. Continue making mortgage payments until refinancing, if
applicable, is approved. You should consult with an attorney before signing this contract or any
Distressed Home Consultant Agreement.

If you sign a promissory note, lien, mortgage, deed of trust, or deed, you could lose your home and be
unable to get it back.

Customer(s) initial here:

Distressed Home Consultant Services Agreement: Agent shall provide only those Distressed Home
Consulting Services for which the corresponding box is checked:

d None. No Distressed Home Consulting Services will be provided.

U Seeking a loan forbearance or lender approval for a short sale. In any transaction that is a "short
sale," this box should be checked.

UAssisting the Customer in attempting to stop, delay or set aside a foreclosure sale by attempting to
purchase the property. If the Property is in foreclosure, this box should be checked.

***No boxes below this line may be checked.***
U Assisting the Customer exercise a right of reinstatement or to refinance a loan.

U Obtaining an extension of the period within which Customer may reinstate the loan.
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O Obtaining a waiver of an acceleration clause.
4 Assisting Customer to obtain a loan or advance of funds.

U Offering to purchase or obtaining an option to purchase Customer's residence within twenty days of a
scheduled foreclosure sale.

U Saving Customer's residence from foreclosure.

U Assisting the preservation of the Customer's credit rating.

U Arranging for Customer to continue to reside at the Property after a sale.

U Arranging for Customer to have an option to repurchase Customer's residence after a sale.
U Engaging in any transaction affecting Customer's right to redeem the Property.

The parties acknowledge and agree that the ordinary process of negotiating a short sale could include
some of the services performed by a Distressed Home Consultant, and that the sale of any Distressed
Home could have the effect of saving the property from foreclosure. However, such services are
provided merely to facilitate the sale of the property. Unless Customer has hired Agent to act as a
Distressed Home Consultant, the parties agree that any such incidental consequences of Agent’'s
conduct in the purchase or sale of the home shall not create a Distressed Home Consultant relationship.

Home owner agrees that Agent may present an offer from Done Deal Investments LLC (DDI) who’s
primary objective is to purchase the property, negotiate a short sale with Sellers lender, and then close
the sale at a price that Sellers lender(s) and DDI has agreed to. DDI, as an investor, intends to remarket
the property at a higher price in order to resell the property for a profit or retain the property in their
portfolio. Agent shall make a good faith effort to seek approval from DDI but cannot guarantee that the
property will meet all requirements for purchase by DDI. If turn down for purchase

Seller acknowledges that Agent has agreed to work with DDI in order to provide the greatest likelihood
that Seller will be able to successfully close a sale on the property. Seller further acknowledges that
Seller’s lender is under no legal requirement to negotiate or grant a short sale approval and that neither
Agent nor DDI can guarantee the outcome of the negotiations.

By completing the short sale package Seller understands that Agent and DDI will be in possession of
Sellers sensitive financial information. Seller understands that the package is a lender requirement in
order to engage in short sale negotiations and has agreed to release this information in order to facilitate
the negotiation process. Agent and DDI agree to take reasonable precautions to safeguard Sellers
information.

Customer Date
Customer Date
Agent Date
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Merree of Trust:

Dt af Trust:

Trustors

Tretees:

Berahciaries

Tt Property”

TRUST AGREEMENT
E61 27 134th Cf SE Family Trusd

Seplember 9, 2004

FET%y 1840 CLBE
Cavinglen, Washinglon 3042

26127 1840 Ct SE
Cavington, Washington B304z

I, the above idemtidfied Trustor, hereby assign, transfer and delrear the aboes iderd fied Trust Proparty (o ihe
abores idantfiad tneshes (harairattar rafermed b s the "Trsae'], and agree 1o hoid such proparty. and anyg

addtions themio acceptable {0 {he Trustes, I TRUET, on the fallowing terms and condilions:

Bow, Iherefore. ihe paries hereby agres as fallowe

1. Daclaration ol Trust The trust craated by e Trostors heren shall Ba known By 1ha
Hama of Trest idanified above (harainaltar ralered b as tha "Truesl’).

2 Trust Propary. Tha corpus of 1ha bast wil ba the Trust Propay kentfied abosa that
the Trustars wil convey ar cause io be cormeayed fee Smple zbsolvte by deed. The inesles
ahall eld ful legal and equils ble tite o sad progedy, @ eust anly Tor the w2 and purpoess
slabad under the lems of this Agreemrent and any vaid addendum herela duly exezubed by
the parties. I permnissitle in the state inwhich the real property Sts, tile shal Be held in
the name of the Trust itsall, towit 26127 1841h Gt SE Family Trust

atherd=a, e Tistes snall hald B0 in R o her name "an indvidial, as Tnistes, and
noi parsanalty, of 26127 1840 O3 SE Farmiy Trust”

3 Tnist Purpose The objects and purposes of ths Trust shall be to hakd full kzgal 2nd
aguilgble title 1o (ke Trost Property until s sale, dispostion or liquidation, ar ualil ke st

i terminated or expires Dy ite own s andior ag & matter of law, The Trustee shall not
undertake arry activity that is nof alriclly meceesany b the achievermant of tha fanegaing
altwacts and puposes, nor shall the Trostkes frarsact Dusmess winin 1he H'IB-EI'IFIQIIIT
applcable staie e, or ary oiber b, nar shall this Agreemant be deemed 1o be, or create
ar estdanca the existence of a Corparaion or ary othar T!.'F'B'!.'-'f LR IngRR friess, oran
assoszalion in the raure of a carpomalion, or 3 co-parinership or joirm venbure, limited kabilicy
carnpany, o sirmiar imiled liability sesacialion by ar babsesan the Troslae and e
Bereficanes, o by of belween 1he BarelicEares

4, Consdderanon Tha Trustes has pad no coraldaraton e the conseyanca of real
property described hergine The cxrveyanc wil e accegted and halkd by 1he Trusiee
subyact b all @xishing liars, gnoumbrances, easemanss, restichons ar ather clouds or
ciaimes agairst the iie thareta, whether the same are ol recard ar atberwise. The properby
will be hekd an the frusts, 1erms and cord@iors and far her purposes hereinalter sed fakh,
wrilil b il of Dhe rost esiane is comespad free of Thes iresl 8s henenafle pooded.
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5. Rights and Duties of the Beneficiaries. The persons and/or entities named as
Beneficiaries above (including their heirs, assigns or successors) are the Beneficiaries of
this Trust, and as such, shall be entitled to all of the earnings, avails and proceeds of the
Trust Property according to their interests set opposite their respective names. No Trustor
shall have any legal or equitable right, title or interest, as realty, in or to any real estate held
in trust under this Agreement, or the right to require partition of that real estate, but shall
have only the rights, as personalty, set out below, and the death of a Trustor shall not
terminate this Trust or in any manner affect the powers of the Trustee.

The interests of the Beneficiaries shall consist solely of the following rights respecting the
Trust Property: (a) the right to direct the Trustee to convey or otherwise deal with the title to
the Trust Property as hereinafter set out; (b) the right to participate in the management and
control of the Trust Property; and (c) the right to receive the proceeds and avails from the
rental, sale, mortgage, or other disposition of the Trust Property.

6. Powers and Duties of Trustee. The Trustee, who holds the property on behalf of the
Beneficiary, has the following powers with respect to the Trust Property at the written
direction of the Beneficiary:

a. To have, together with, and at the direction of the Beneficiaries, the
exclusive management and control of the property as if he were the absolute owner thereof,
and the full power to do all things and perform all acts which in his or her judgment are
necessary and proper for the protection and preservation of the Trust Property and for the
interest of the Beneficiaries in the property of the Trust, subject to the restrictions, terms,
and conditions set forth herein, or as specifically instructed by the Beneficiaries;

b. To take possession of the trust property inthe eventit becomes vacant,
and to rent or lease the whole or any part of the Trust Property for long or short terms, but
not for terms exceeding the term of the Trust then remaining;

c. To repair, alter, tear down, add to, or erect any building or buildings upon
land belonging to the Trust; to fill, grade, drain, improve, and otherwise develop any land
belonging to the Trust; to carry on, operate, or manage any building, apartment house,
mobile home, lot or hotel belonging to the Trust;

d To make, execute, acknowledge, and deliver all deeds, releases,
mortgages, leases, contracts, options, agreements, assignments, instruments, and other
obligations of whatsoever nature relating to the Trust Property, and generally to have full
power to do all things and perform all acts necessary to make the instruments proper and
legal (and to do so by a duly appointed attorney-in-fact);

e. To pay all lawful taxes and assessments and the necessary expenses of
the Trust; to employ such officers, brokers, property managers, engineers, architects,
carpenters, contractors, agents, counsel, and such other persons as may seem
expedient, to designate their duties and fix their compensation; to fix a reascnable
compensation for their own services to the Trust, as organizers thereof.

f. To represent the Trust and the Beneficiaries in all suits and legal
proceedings relating to the Trust Property in any court of law or equity, or before any other
bodies or tribunals; to begin suits and to prosecute them to final judgment or decree; to
compromise claims or suits, and to submit the same to arbitration when, in their judgment,
such course is necessary or proper.

g. To negotiate the sale, payoff, and short sale of the Trust Property or any
encumbrance thereon, as directed by the Beneficiary.

2009 © Michael Kaminski -116 -



Certified Short Sale Specialist Training

The Trustee in addition to the other duties herein imposed upon him or her, shall have the
obligation to keep a careful and complete record of all the beneficial interests in the Trust
Property with the name and residence of the person or persons owning such beneficial
interest, and such other items as they may deem of importance or as may be required by
the Beneficiaries. Nothing in this agreement shall preclude the powers and authorities of a
trustee as defined by state law, code or statue, unless such additional powers shall cause
this agreement to be construed as a "trust" as defined in Section 301.7701-4(a) of the
Procedure and Administration Regulations of the Internal Revenue Code.

7. Compensation and Liability of Trustee. The Beneficiaries jointly and severally agree that
the Trustee shall receive no compensation for the Trustee's services. The Trustee and his
or her successor as Trustee shall not be required to give a bond, and each Trustee shall be
liable only for his own acts and then only as a result of his own gross negligence or bad
faith.

8. Removal of Trustee. The Beneficiaries shall have the power to remove a Trustee from his
office or appoint a successor to succeed him or her, This removal must be in writing,

signed by all of the beneficiaries. Upon Seven (7) days written notice, the Trustee shall
deliver all books, records, bank account information, keys, security deposits, leases and
funds in his or her possession, and execute any documents necessary to convey title

and/or authority over the Trust and the Trust Property to the Successor Trustee.

9. Resignation of Trustee. Any Trustee may resign his or her office with thirty (30) days
written notice to Beneficiaries. The Beneficiaries shall appoint the Trustee named as
successor Trustee herein (or proceed to elect a new Trustee) to take the place of the
Trustee who had resigned, but the resignation shall not take effect until an affidavit signed
and acknowledged before a notary public by both the resigning Trustee and the new Trustee
shall have been procured in a form which is acceptable for recording in the registries of
deeds of all the counties in which properties held under this instrument are situated. If the
Trust property is recorded in the name of the trustee himself, the resigning trustee shall also
execute a general warranty deed in the proper form and manner for recording the registry of
deeds in the county in which the property is situated. Said deed and/or affidavit need not be
recorded unless so requested of the new Trustee at the written direction of the Beneficiaries.
In the event a new trustee is not appointed within Sixty (60) days after notice the resignation
of the existing Trustee is received by the beneficiaries, this agreement shall terminate, and
the resigning Trustee shall deliver all books, records, bank account information, keys,
security deposits, leases and funds in his or her possession, and execute any documents
necessary to convey title to the trust property to the beneficiaries as their interests may
appear. Whenever a new Trustee shall have been elected or appointed to the office of
Trustee and shall have assumed the duties of office, he or she shall succeed to the title of
all the properties of the Trust and shall have all the powers and be subject to all the
restrictions granted to or imposed upon the Trustee by this agreement, and every Trustee
shall have the same powers, rights, and interests regarding the Trust Property, and shall be
subject to the same restrictions and duties as the original Trustee, except as the same

shall have been modified by amendment, as herein provided for.

10. Death or Incapacity of Trustee. Upon the death, termination, resignation or physical or
mental incapacity of the Trustee, the above named Successor Trustee shall immediately be
appointed as successor Trustee, with the full powers and duties of the former Trustee. In
the event the above named Successor Trustee is not then living or is unable or unwilling to
act as Trustee, then a new Trustee will be elected and appointed as per paragraph "10"
herein. Inthe event of the death of any beneficiary, his or her right and interest hereunder,
except as otherwise provided, shall pass to his or her executor or administrator and to his
heirs at law.

2009 © Michael Kaminski -117 -



Certified Short Sale Specialist Training

11. Beneficiary not Bound by Trustee. The Trustee is not an agent or partner of, and shall
have no power to bind the Beneficiaries personally and, in every written contract he may
enter into, reference shall be made to this declaration; and any person or corporation
contracting with the Trustee, as well as any beneficiary, shall look to the funds and the
Trust Property for payment under such contract, or for the payment of any debt, mortgage,
judgment, or decree, or for any money that may otherwise become due or payable, whether
by reason or failure of the trustee to perform the contract, or for any other reason, and
neither the Trustee nor the Beneficiaries shall be liable personally therefore.

12. Dealings with Trustee. No party dealing with the Trustee in relation to the Trust
Property in any manner whatsoever, and, without limiting the foregeoing, no party to whom
the property or any part of it or any interest in it shall be conveyed, contracted to be sold,
leased or mortgaged by the Trustee, shall be obliged to see to the application of any
purchase money, rent or money borrowed or otherwise advanced on the property; to see
that the terms of this Trust Agreement have been complied with; to inquire into the authority,
necessity or expediency of any act of the Trustee; or be privileged to inquire intc any of the
terms of this Trust Agreement.

13. Term of Agreement. This agreement shall continue for a period of five (5) years from
the date of its execution. The Trustee shall contact all Beneficiaries in writing at least
twelve months prior to that time. The trustee shall place the Trust Property for public sale,
pay all debts due and owing with regard to the Trust Property, and remit the proceeds to the
Beneficiaries according to their respective interests in the Trust. The Beneficiaries may
choose to renew this agreement for a term of twenty (20) additional years by submitting
their intention in writing to the Trustee. If any portion of the Trust Property is in any manner
or time period capable of being held in this Trust for longer period of time than is permitted
under the laws of the state law governing this Agreement, or the besting of any interest
under this Trust could possibly occur after the end of such permitted time period, then, upon
the occurrence of the foregoing, the Trustee is directed to immediately terminate the Trust
and to distribute the Trust Property to the Beneficiaries as their respective interests may
appear at the time of the termination of the Trust. As much as possible, the Trustee will
maintain the Trust Property intact and not liquidate it, but, rather, distribute the Trust
Property in kind.

14. Assignment of Beneficial Interest. The interest of a Beneficiary, or any part of that
interest, may be transferred only by a written assignment, executed in duplicate and
delivered to the Trustee. If there is more than one beneficiary, the remaining beneficiaries
must first approve of said transfer in writing. Unless stated otherwise, any assignment of
beneficial interest hereunder shall also include the power of direction and revocation of this
Trust Agreement. Any beneficiary who assigns his interest in full shall forever waive his
right to revoke this Trust Agreement.

15. Individual Liability of Trustee. The Trustee shall not be required, in dealing with the
Trust Property or in otherwise acting under this Agreement, to enter into any individual
contract or other individual obligation whatsoever; nor to make itself individually liable to pay
or incur the payment of any damages, attorneys' fees, fines, penalties, forfeitures, costs,
charges or other sums of money whatsoever. The Trustee shall have no individual liability or
obligation whatsoever arising from its ownership, as Trustee, of the legal title to the Trust
Property, or with respect to any act done or contract entered into or indebtedness incurred
by it in dealing with the Trust Property or in otherwise acting under this Agreement, except
only as far as the Trust Property and any trust funds in the actual possession of the Trustee
shall be applicable to the payment and discharge of that liability or obligation.
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16. Unanimous Direction of Beneficiaries. VWherever an act, decision or direction is
required by the "Beneficiary" or "Beneficiaries" herein, said designation shall be deemed to
mean all of the beneficiaries acting in a unanimous agreement, unless a lesser percentage
is so specified.

17. Governing Law. This agreement, and all transactions contemplated hereby, shall be
governed by, construed and enforced in accordance with the laws of the State of Arizona.
The parties herein waive trial by jury and agree to submit to the personal jurisdiction and
venue of a court of subject matter jurisdiction located in the County in which the property
sits. In the event that litigation results from or arises out of this Agreement or the
performance thereof, the parties agree to reimburse the prevailing party's reascnable
attorney's fees, court costs, and all other expenses, whether or not taxable by the court as
costs, in addition to any other relief to which the prevailing party may be entitled. In such
event, no action shall be entertained by said court or any court of competent jurisdiction if
filed more than one year subsequent to the date the cause(s) of action actually accrued
regardless of whether damages were otherwise as of said time calculable.

18. Binding Effect. The terms and conditions of this Agreement shall inure to the benefit of
and be binding upon any successor trustee under it, as well as upon the executors,
administrators, heirs, assigns and all other successors in interest of the Beneficiaries.

19. Termination of this Agreement. This Trust may be terminated on thirty (30) days
written notice signed by all of beneficiaries and delivered to the Trustee. Upon the
termination of this Agreement, the Trustee shall deliver all books, records, bank account
information, keys, security deposits, leases and funds in his or her possession, and
execute any documents necessary to convey title to the trust property to the beneficiaries
as their interests may appear.

20. No Contest. In the event any beneficiary of this Trust, or any Amendment hereto,
directly or indirectly contests the validity of this Trust or any Amendment hereto, then any
interest, power or fiduciary appointment given such beneficiary in this Trust or any
Amendment hereto shall be void. The voided interest shall be paid or distributed and the
voided power or fiduciary appointment given such beneficiary in this Trust or any
Amendment hereto shall be void. The voided interest shall be paid or distributed and the
voided power or fiduciary appeintment shall be interpreted in the same manner as if such
contesting heir or beneficiary had predeceased Trustor.

21. Entire Agreement. This Agreement contains the entire understanding between the
parties and may be amended, revoked or terminated only by written agreement signed by
the Trustee and all of the Beneficiaries.

22. Counterparts. This Agreement may be executed in any number of counterparts, each
of which shall be deemed to be an original as against any party whose signature appears
hereon, and all of which shall together constitute one and the same instrument. This
Agreement shall become binding when one or more counterparts hereof, individually or
taken together, shall bear the signatures of all of the parties reflected hereon as signatories.
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IM WITHESS WHERECF, the parties hereto have executed this agreement as of the day and year first

abaove written,
Trustorfs:
STATE OF )
=N
COUNTY OF ]
<n . before me a natany public in and for
said state personally appeared ~ personally known to me (or proved

to me based upen satisfactory evidence) to be the person(s) whose name(s) are subscribed to the within
instrument and acknowledged that (s)hefthey executed the same in hisfherftheir signature on the
ingtrument the person(s) or entity on behalf of which they acted executed the instrument

Witness my hand and official seal,

MOTARY PUBLIC

My commission expires MOTARY SEAL

The Trustee(s):

Matthew Thill

STATEOF )
Iss:
COUNTY OF )

on , before me a notary public inand for
said state personally appeared Matthew Thill, personally known to me (or proved to me based upon
satisfactory evidence) to be the person(s) whose namels) are subscribed to the within instrumeant and
acknowledged that (sjhe/they executed the same in hisfheritheir signature on the instrument the
perscnis) or ertity on behalf of which they acted executed the instrument.

Witness my hand and official seal,

MOTARY PUBLIC

My eommission expires MOTARY SEAL
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TRUSTEE INSTRUCTION FOR SHORT SALE TRANSACTION
&
WAIVER OF TRUSTEE LIABILITY

Initial Beneficiary itre "Seller)
Address: 25127 184th Gt SE
Ciny'StatesZip: Covington, Washington 93042

Burger: CORE DEAL MNVESTMENTS, LLC (tre "Buger)

Property: 26127 184th Ct SE
Covington Weshinglon 93042 (I "Progert,")

Ssller acknowledges to the Trustes the follovang items, and prowices the Trugtes the followang
rElructions

i PROPERETY FINAMILAL CONDITION: Seller reprecents to Trustee that thers = more delst
owing agamst the Seller's Froperty than the current market value of the proparty and the
purchase price being offerad by the Buyar. Seller acknowledges to the Trustes that the
purshase pice beirng offered by the Buyver may Be less Ihan market value, buf thal to e
st of the Seller's knowiedge, the purchase price = a good faith estmate of the market
value of the Froperty. Ssller instructs the Trustee 1o take all actons to effectrate the sale
of the Propesty as oullined in the PFurchase Agreament and amy addendum theredo
[collechively e "Puchase Agresment)

e SHORT-SALE TRAMSACTION: Seler reprasents to Trustes that Buyer desires to purchase
fhe Propefy’ pursusnt bo o "sho sake” iransaction as al word s defined o fhe Short Sale
Transaction Dscloswe. Buyer and Seller acknowledge hat the Purchase Agreemen
between Buyer and Seller |s contsgent upen an egreement betwesn the Seller and Seller's
lerderis), acseptable to both, to sell the Premises for kess than the loan amaountis), and that
Sgller may face tex consadarations and cradit considaration as disclesed in the Short Sale
Transaction Dgcloswne,  Safler insrucks the Trusies o @ke all actions 1o facilitate e shorl
sale transaction &5 culined i the Purchase Agreerment

2 TRUST FORMATICH AMND ADMIMISTRATICRN: Sdler represants to Trustes that the
Buyer will only peocend wilh the fransaclon el Torh in the Pufchase Aqreement provicked
the Biuyer mey clase By gasuming the Sellers Beneficial interest in the Selers Trust. Selier
regpresents 1o Trustes that Seler must establish the Seler's Trust nthe form acceptalie 1o
Swuer and that the sole purpese of Selier in estabishing the Seller's Trust is 1o satisfy the
recuirerments of the Buyer  Acoordingly, Seler wsinucts Trostes to tzke all actions &%
Trustes necassany o g2e that the Sellers Trust ie cregtad inauch & marner as o satkafy
the requirsments of the Buysr a5 set forth in the Purchase Agreement, and that the
Purchase Agresment B closed on the terms and conditions set foeth by the Buyer,

] BUYER'S FUTURE PROFIT: Seller represents to Trustee thet the Seller i3 aare that the
Buyer's etructure of the trarsaction is o faciliate the Buyer's akility to resale and profit from
fhex Buyer's purchase of e Properly and nol for 8 specific frust need of the Seller

2 TRAMNSFER OF SELLER'S PROFPERTY IMTO TRUST. Sefer instnucis the Trustes 1o take
all steps necessary o transfer the Saller's property in the Saellers Trust as soon as possiie
aftar the formation of the Seller's Trost, and to effectuate such transfer by way of the General
Wyarranty Deed i he form pescribed by Buyer

instructors o Trustee Fage 1 of 2 SELLERS) IMITIALS !
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SELLER{3):

ASSIGMNMENT OF BEMEFICIAL INTEREST IM TRIUST: Sealler instrucks the Trustes 1o take
all sleps necessary bo campdele the assignment of bereicial Bieres! fo Buger from Selles al
the closs of Eecnow

ASSIGHNMENT OF PURCHASE CONTRACT. Seller mafructs the Trustes to cooperale with
and permit the assignment of the Puchase Condract from Buwar to ancther bueyer provided
b remainimg ferms of the Purchase Conbmact are nob malerially abered,

POWER OF ATTORMEY! Seller represents o Trushes that Seller desines be grant to Buyer
the permission to cammuricate direclly with Sellers lenders) and regotisle the shod sale
fransachon outlined m the Furchase Agreement  Accorcingly, Seller irstructs Trustes bo
lake all sleps recessary lo Tacililate the Buyer's comrunicalion and negalalan wih the
Sallers lenders.

WANVER CF TRUSTEE'S DUTY: Seller hensby acknowledges that the Sellers Trust s
sslablished a5 a condibion bo the Closs of Escrow and the Trustes nas the primary cbligaten
of inguring the rarnsfer ol The benelicial infendast in fhe Sallers Tosd bo Buger, Sccardingly,
Seller hersky wares and releaces, to the greatest extent permetted by law, the Trustes of
any liakiliy for carmying out the Seller’s instructions contained Rarein and effectuating the
terms of the Purchase Agreement. Seller acknowledges that Buyer has siructured this
fransazhon around the crestion and use of the Seller's Trust wih the apectation of fulure
praft, Seler waives all claims, o the grestes! exlent parrmfied by Arizona law, aganst the
Trustes ariging from the Buyer's future profie from the sale or reral of the Prosarhy.

OTHER CFT I2MNS: Saller represants to Trustee that Seller has considenad apbons of her
than the short sale as outined in the Furchase Agreament, such &s loan modification,
resttsed repayrnent plan, refinance or entry into a lendens) loan miigation program. Selier
repreeents te Trustee that Seder having considersd Seller's options, Seller wishes fo
cordinge with the Trarsaclion, Seler doss nol desie he Trosbes 0 pursie an allerms e
sale of 1he Property,

Fnnted Mame

Frnted Hame

Dl

Cabe

Ingtmuctions o Trustes Fage Zof 2 SELLER(S) IMITIALS !
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When recondad mail to;

Statutory Warranty Deed

The Granlors

Far ar in consideration of Ten Dellars 2nd efher good 2nd valuable consideranion m hand paid, eoonveys,
and warmanis 1o

Dated

thee fellowing described real estate situated m King County, W -himgton

Lotfsh 2« Civision 1, acoording b ihe plat thereof Recordad in Valume 111 of Plats, pagads)
through 8, in Kirg County, Washinglon

SUBJECT T easements, covenants, conditicnos and restoietiens of recesd o any
Agsesors Property Tay Parcel | Avcount Mumrber

Cated the

Seller: Seller:
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Wil sesaeded resil Lo

Stntutory Warraniy Deed

The: Giraniais

Ferar in sormidoralion af Tes Dkl argd other 2ood and wnluskke comeidention in band paid, ooavers,
ardd wammis s

Chated

the: fidlirairgg dedimbed seal i srunted m Kirg Coanly, Woichnglen

Lod[z; 2 Dewtaion 1, aeaonding o 1ha phl thered! Recasded inodume 111 of Flals, pageiel &
through 5, in King County, YWiashington

SLUEIECT T easerenis, covemants, comdiiens. andl resr oot of resard il any
Actgeesars Prozemy To Farced o Saoooind Murber

anad ks
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STATE OF 3
B
COUNTY OF )
Ik a Motary Public of the County and State first above
writter, do hereby certify that personally appeared

hefore me this day and acknowledeed the due execution of the foregoing instrument,

Witness my hand and official seal thas

Motary Public for the State of

Residing at:
My commission expires
MOTARY SEAL
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YiHEn RECORDED, WAL TO

ASSIGENNENT OF SENENCAL WTTREST IN TRIUST
hovme o Trie
Covw of Thar

L0

Tamting

leh i Baredcartan

T e = P AU LA TR RS s Pt
Paed butaby snsgrm ol 1ghis, (e o] rdewsl 0 P Berwl2ulogsrenl coudenthe poes of diecian
) DI a0N, Ll O PR TR AJASO TN GROIA0E W H G il Dy B el £ T Sl
riersf e Above ANt a rhenr St e Trupre sTear popama 8 12 mad e e e e ke st
OF U Esan® g dey oo dinn bod” il lncaXed of

i fangrer’ | wiesr amdess »

Wil = by Y e ped W e e Seerdood rtreret aasigredd berem o A0S o e sl ne e el
e Nl @ rened Tl el Tal Vv Paow Te O poswt wod im0y i ey 'O a0 et v
OGN TR BP0 T e B0y QR B ATl O 3T B AT O DY el M R 0ST
mhuroe of corirpd P oo of D et e fe o woveh wcuid owcle o oty ritoere g cebred e
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2009 © Michael Kaminski -126 -



Certified Short Sale Specialist Training

Grantor:

Grantor.
STATE OF )

Courry of ]

BEFORE ME, the undersioned Notany Puic n and for sad Courty and State, parsonaly appeanad the
abone-named , Beneficary, and ackrowledged that thay sigrad
Ints instrurment as ther free and weluntary act

IN'WITNESS WHEREOF | | hawe hereunto set my hand and seal this day of

2003,

NOTARY FUBLIC

My commission expres NOTARY SEAL
STATECF !

Bs.
County of )

BEFORE ME, the urdarsigned Notary Pubic n and for said County and State, parsonaty appaanad the
abova-named
and acknowledged that they sgned ths netrumeart: as their free and voluntary ast.

INWITNESS WHEREOF, | rave hereunio ses my hand and seal this day of

NOTARY FUELIC

My commission cxpres NOTARY SEAL

Aggizn=art of Beraloo Irkarsst n Trusl Paga 2012
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03/01/2009 16:10 FAXK 2082603050 Michael Kaminskl

0017051
@® §151 Corporate Drive
agsur Troy, Michigan 48098-2639
Phone: (248) 312-2000
e Bank : www. figgstar.com

Attn:  Stewart Title of Kitsap County,
1521 SE Pipery Way Ste. 105, Port Orchard, WA 98364

20 WA 98370

Dear Closing Agents;

Flagstar Barik, FSB reviewed the pending sales coniract on the above referenced
mortgage toan in accordance with the terms of the Pre-Foreclosure Sale Program.

This letter will confirm our approval of the Pre-Foreclosure sale of this property. which is
contingent on the conditions listed below. If any of the conditions listed below cannot
be met, Flagstar Bank, FSB. will not discharge its lien. Please make sure that all
instryctions are followed per our request to prevent any delays and further interest
accrugls.

THE SALE PRICE IS TO BE NO LESS THAN $209,000

REALTOR COMMSIONS ARE NOT TO EXCEED: _§10,450

SELLERS CLOSING COSTS ARE NOT TO EXCEED: §5,519.92

SELLER CONCESSIONS NOT TO EXCEED: $0

NET SALES PROCEEDS ARE TO BE NO LESS THAN §193,030.00 AND SHOULD BE

MADE PAYABLE TO FLAGSTAR BANK, FSB. THIS FIGURE SHOULD BE REFLECTED AS

THE DISCHARGE TO THE FIRST MORTGAGE. NET PROCEEDS ARE TO BE RECEIVED

BY EXPRESS MAIL THE NEXT BUSINESS DAY ALONG WITH A SIGNED COPY OF THE

SETTLEMENT STATEMENT, -

. SELLERS ARE TO NET $ -0-,

. SALE IS TO CLOSE NO LATER THAN 04/05/2009,

. A COPY OF THE HUD-1 SETTLEMENT STATEMENT IS TO BE SENT FOR OUR REVIEW AT
LEAST 48 HOURS BEFORE CLOSING.

. APPROVAL IS VOID IF BANKRUCPTY IS FILED.

. NO MODIFICATIONS CAN BE MADE TO THESE TERMS WITHOUT WRITTEN

APPROVAL.

s 9 8 o @
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03/01/2009 16:10 FAX 20826808050 Michael Kaminski Aoo2/051

Phone: (248) 312-2000
wwrw fl Lcom

® 5151 Corporate Drive
F | Troy, Michigan 48098-2639
e Bank

Page 2

After ¢losing, please Federal Express a copy of the HUD:I Setllement Statement, Net
Froceeds Check, Original Promlissory Note (If required), Assignment of Escrow
Disclosure Statement, and the release of liens, If any.

Please be aware that Flagstar Bank, FSB, will be responsible for executing the required
release of lien and reconveyance immediately after receiving the net sales proceeds
and all other closing conditions are met. They are also responsible for filing any
cancellation of Nofice of Trustee's Sale that has been recorded, rescission of any
foreclosure that may have occurred, or cancellation of any other pending foreclosure
action that is already In process.

For your convenience, we have provided the complete mailing address and contact
person ot Flagstar Bank, FSB, as follows:

Flagstar Bank, FSB
5151 Corporate Drive
Troy, Ml 48098
Altention:.

IMMEDIATELY FOLLOWING CLOSING: Forward a copy of the HUD-|
Setilement Statement Promissory Note, and Net Proceeds Check
by facsimile to my attention at ¢ -

Not withstanding our Approval of this Short Payoff, Flagstar Bank, FSB reserves the
rights to withdraw approval at anytime for Quality Control Reasons that maybe
discovered during the Short Sale review and Approval Process and demand a Full
Payoff

should you heve any questions, or require additional information, please contact our
office at.
Sincerely,

LOSs M.iﬁgclﬂon Department
Flagstar Baink, FSB
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03/01/2009 16:23 FAK

2062609050 Michael Kaminski
Sen-08-08 07:52am From=
T-264  P.002/003
\ "._.-l"". \_.-wr
August 26, 2008
H
REDMOND W 88052
RE: Bufmfn.om - AR
Property Address: =
REDMOND, WA 98053
(Tarms and Escrow Ingtructions)
Dear Borrower:
This letter I to conflrm that Washington Mutual Bank hag agreed ta mecept les than ful payoff to release Its lien Intarest
for the referenced foan. The sales pricels _$745 000.00 and the net progeeds 1o Washington Mutual Bank
must be no lass than £91,730.98 "with a closing date of 10/30/2008 . If this amount is not received
within five (5) days of the schduisﬂ Clase date, this offer shall become null and Vo and all amounts owsd under
the torms of tha loan ahall be due. Tha reduced payoff ameunt s subject to the following conditions and
stipulations.
«  Na cther liens, judgements, ropairs, or buyer's costs shall be paid through escrow without prior
written permission from Washingten Mutus| Bank,
* Plaaso execute and retum the "“wfalver of Funds' dotument, insluding the sellers malling nddress
prior to the close of escrow,
% This transaction ls between tha Seller and Euyer 83 indicatad on the certiied HUR1, Any
uneuthorized title tansfer or change of Buyar(s) will be @ viclation of this demand, making it
immadiately null and vaid,
¥ Any overages must increase the net proceeds and any escrowfimpound halances, which also
include any insurance and property tax rafunds. These will be applied to reducé the total debt
of the loan.
. The saller shall not receive any procaeds from the sale of the property.
x Pleass fax the praliminary HUD-1 Settlemen) $Statement to My gttention for final raview and approval
24 hours before dosingto =, T
" A cortified, fully executed copy of the final HUD-1 Sewlemant Statemant must bw included with
the pertifiad payoft chieck.
+  The Seller's contibution amourt shall ba no 1833 than § - towadsthe claging of his
transaelion, nclusive of the payeft damand refersnced above.
* A per-diem In the amount of § 486.43 will ba charged starting the day aftet the schethuled close datd

unti five (5) days of the scheduled cose dats unless prior written spproval has
close of escrow,

heen isswad extending

#o36/051

E-870
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0370172008 16:23 FAX 2082803050 Michael Kaminski
Sap-08~08  (7:62am  From~ T-264
."'...d-' S
page 2
BAKER Loan:
The ent i disburse roceeds aa follows:
Real Estate Commiagion: $29,800.00
All other costs: $23,489.02
Total Closing Coats; $53,209.02
Any additianal closing dicated abhova will nead to ba pald by a party other than
Washington Mutual Bank, gnd must be approved i advanse by Washington Mutual Bank,

Please note thal the payoll demand is inglusive of appropriate m-oonvayance fee charged by Weshington

037/051
P.003/003  F-870
0ES7006641

Mutual Bank, Washington Mutual Bank will Instruct the Trustse, if applicable. W record a full reconveyance Linless

Washington Muiual Bank recelvas contrary written instructions. Additionally, hezard insurance placed

hy Washington Mutual Bank, if applicable, will be cancelled upen payoff of the loan.

The terms of this agreement may constitute a forgiveness of deht for the referenced Seller. Washington
Mutual Punk, will report eny forgiveness of debt in acegrdance with Intemal Revenue Servica raquirements.
A 1ax accguntant or attorney should be consuited to dstermine eny tax reporting consequences.

The tarms and conditions af this agreement shall ba null and void if bankruptcy is filed by the Seller prior
to the clege of escrow and the sala la aat aalde by @ bankruptey cowrt,

Washington Mutual Bank of tha Insurer hsve no obligation to any party conceming the sals, Inciuding but not limited to

the duyer, sellars, brokers, contractors, escrow or title campanies.

If you have any guestions, please contact ar fax me at the numbers lIsted on the cover lefier.
Sincerely,

Senlor Settlemant Represantative

Loss Mitigation Department

CC: Escrow Agent

VERY IMPORTANTIHI , )
Please direct all payoff checks, HUD-1 Setilement Slatements or additional funds in accordance with payoff
damands to:

Washington Mutual Bank
ATTN:

MAILSTOP: JAXA2000 '
7255 Baymeadows Way
Jacksonville, FL 32256

*r* Failu Escrow m aa raquire mey result in the Braach

cemand conditjgps/stipulations, thus making Yy¥gehinaton Mutugl's approval of thin discountad
payoff ayll and vold =™
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03/01/2009 16:23 FAX 20B2B03050 Michael Kaminski [fo3s/051

OCCWEN

DISCOUNT PAYOFF AGREEMEN

February 23, 2009

VIA FAX [EMAIL (michael@funderschoice.co )

Re: Loatt Number: .. .

Property Address: ... vt Redmond WA 98053
Borrower (s):

Dear :

Ocwen Loan Servicing, LLC has approved a discount payoff on the above referenced loan in the amount of $
11,000.00. This discount payoff option expires on 5/26/2008, that is, if you do not comply with the terms
described below by this expiration date, this payoff option offer will no longer be available to you. To accept
the discount payoff, you (i.e., any of the borrower(s) shown above) must perform the {ollowing prior to the
expiration date of this offer:

L Each | of the above-named borrowers must sign this letter, which includes a Release of Claims, on the
appropriate line under “Acknowledged and Accepted”.

2. You must fax a fully signed copy of this letter to - by 5/26/2008,

3 Qcwen must receive the entire payoff amount by bank wire transfer no later than the close of business
on 5/26/2008

4, You must fax a copy of the signed HUD-1 Settlcment Statement to my attention at the below listed fax

number by 5/26/2008, The HUD-1 Settlement Statement must be in accordance with he Good Faith
Estimate, which Ocwen relied upon to approve this discount payoff. Any surplus funds must be paid
directly to Ocwen Loan Servicing, LLC in accordance with the instructions in item 3 above. Under no
circumstances shall any funds go the borrower

5t You authorize Ocwen to apply any funds which may be in your impound account, or in your suspense
account, to any deficiency balance that you may owe to Ocwen.

6. (Optional) You (i.e., the Borrowers shown above) have/has agreed to sign a promissory note in the
amount of $ . the full amount of which shall be applied to reduce

any deficiency balance you owe Ocwen on your home loan account. The original of this promissory
note must be sent to us along with the payoff funds.

Upon our timely receipt of the entire payoff amount and a copy of this letter, properly silgned by each of thz
ubove-named barrower(s), we will advise our Client, Ocwen, to cxecute a rfelease and a d:seha.rge of the De:
of Trust/Mortgage and, if nccessary, to file a withdrawal in cunne‘ction‘wn‘h any legal action it may already
have taken, as of the date of your response to this letter, to collect this obligation.
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03/01/2009 16:24 FAX 20B2B03050 Michael Kaminskl #033/051
OCCWEN
RELEASE OF CLAIMS

As consideration for this discount payoff offer, which Ocwen is not otherwise obligated to make available 1o
Borrowers, the receipt and sufficiency of which consideration is hereby acknowledged by Borrowers, and as a
condition to your (i.e., Botrowers shown above) acceptance of this discount payofT offer, Borrower, for himself
or herself and his or her heirs, personal representatives, suecessors, and assigns, hereby jointly and severally,
knowingly and voluntarily releases, discharges, and covenants not to sue, Ocwen and its predecessors,
successors and assigns, representatives, agents, affiliates, parents, subsidiaries, officers, employces, directors
and shareholders, including this law firm (collectively, the “Released Parties”) from any and all claims,
demands, liabilities, defenses, setoffs, counterclaims, actions, and causes of action of whatsocver kind or
nature, whether known or unknown, whether legal or equitable, which he or she has, or may assert in (he future,
against Ocwen and the Released Parties divectly or indirectly, or in any manner connected with this offer and
with any event, circumstance, notice of default, action, or failure to act, of any sort or type, whether known or
unknown, whether legal or equitable, which was related or connected in any manner, directly or indircetly, to
the Property or to the servicing of this Loan. Borrower hereby further acknowledges and agrees that, to the
extent that any such claims may exist, the value to the Borrower of the discount payoff offer by Ocwen
contained in this letter, substantially and materially exceeds any and all value of any kind or nature whatsoever
of any such claims.

Nothing in this letter shall be construed to prejudice, waive, modify or alter any of Ocwen's rights or remedies
in law or in equity in collecting the entire amounts due and to come due on the Loan or be construed to waive
any defense of Ocwen. Ocwen reserves the right to terminate this offer at any time prior to your timely
acceptance of the terms set forth above.

OCWEN LOAN SERVICING, LLC IS ATTEMPTING TO COLLECT A DEBT AND ANY
INFORMATION OBTAINED WILL BE USED FOR THAT PURPOSE,

Yours truly,
Ocwen Loan Servicng, LLC

Loan Resolution Consultant
Toll Free Phone: (888-779-2857)  Fax: (407-737-5071)

ACKNOWLEDGED AND ACCEPTED:
By:

(Borrower’s sign)

(Co- Botrower’s sign)

Date:
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030172003 16:24 Fad 2082603050 Michael Kaminski @od40/051

REBC

Reb W
Thiy ameunt i palyeif e

Plaase lbse 3 ched
‘payﬁ‘ﬂ'l‘a‘u'm addfags,

HFG

- Alth: Paycff g
PO, Bex 8234

; Qard-ﬂhaﬁ;; |
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03/01/2009 16:25 FAX 2082603050 Michael Kaminskl Boas/051
02/10/2009 18:21 FAX 4405488108 LOSS MITIGATION [Aooz/004

Natlonal City Bank

P.0.Box 5570
Claveland, OH 44101-0570

Bothell, WA 88012-4920

Date; Fabruary 10, 2009

Re: Account Numbaer: . C ("Account")
Collateral: e B ]

Dear

s

Upon recelpt of certified funds in the amount of $18,172.71, we agree lo release our lien interest In the above
mentioned property. The payoff on the Account as of today's date is $128,167.30, After applying $18,172.71 to
your Account, you will remain llable for the outstanding balancs.

This offer is valld through March 10, 2008. Plaase remit the certified funds payable to National City Bank on or
before that date to the address below.

National City

6750 Miller Road

Brecksville, OH 44141

Attn: Payment Processing, Loc #01-7103,

Except for the release of our lien, all other terms of your contract remaln In full force and effect. Please contact
me to make payment arrangements for the outstanding balancs,

If you have any questions regarding this mafter, please contact me at the number below.

Sinceraly,

Account Speciallst

———

1R U9 Notice: Sea Reverse Side for Important Information
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03/01/2009 16:25 FAX 20B2B03050 Michael Kaminski foaas05

@. Litton Loan Servicing®

4828 Loup Central Drive
Houston, TX 77081
Telephone (300) 999 -8501
Fax (7T13}793  .4363
www, littonloan.com

Aug 16, 2008

A

Bothell, WA 98012-

Re: Litton Loan #:
Borrower: -
Property Addrcss: e g
Bothell, WA 98012
Dear Borrower(s):

Litton Loan Servicing LP hereby agrees to participate in the assisted short sale of the above refercnced property. ‘This demand letter
should be used by the closing agent as our formal demand statement, No additional statement will be issued. This approval is
exclusive to the offer by the buyer referenced in this leitcr. The conditions of approval are as follows;

1. The closing and funding must take place no later than Sept 10, 2008 or this approval is void.

2. The approved buyer(s) is/are Clayton A. Williams and Christing L. Willlams and the sales price shall be $425,000,00. Another
buyer cannot be substituted without Litton's prior written approval,

3. Proceeds to Litton Loan Scrvicing LP shall be no less than $389,000,00. Litton reserves its right to adjust its approved nel proceeds
or cancel this approval if any of the terms on the preliminary Hud | provided are altered without our prior approval. The property is
being sold in *As-Is"condition. No repairs will be paid out of the proceeds, unless specifically stated.

4, The seller will not receive any proceeds from this short sale transaction. If there are remaining escrow funds or refunds of any kind,
they will be sent to Litton Loan Servicing LP to offset the loss.

S. Shunld the closing be delayed and the investor agrees to an exténsion of the original closing date, the seller shall be responsible for
per diem charges, extension fees and foreclosure sale postponement fees. The seller shall also be responsible for any additional costs
and fees over the aforementioned approved amounts,

6. Lirton Loan Servicing LP will provide a satisfaction of debt within the statutory time limit governed by the Property State.

7. The closing agent must provide a copy of the final HUD-1 closing statement at least 24 hours prior to closing for final
approval by Litton. '

8, the closing agent will need a fax a copy of the final HUD for approval, a copy of the certified check and the FedEx tracking
number immediately after closing.

Closing agent Must Federal Express closing proceeds check immediately following closing slong with a copy of the final fully
executed HUD-1 settlement statement to:

Litton Loan Servicing LP
ATT: Loss Mitigation Department - Julictte Finney
4828 Loop Central Dtive
Houston, TX 77081
Promissory Note Instructions-
1. Please fax the note and the federal tracking number to
2. Overnight original to-
Litton Loan Servicing LP
ATT: Loss Mitigation Department - Brandi Diaz
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03/01/2009 16:28 FAX 2082609050 Michael Kaminski Bo45/051
4828 Loop Central Drive
Houston, TX 77081

WE WILL NOT APPROVE THE FUNDS IF THE PROMISSORY NOTE IS MISSING

Litton Loan Servicing LP may be required to re i i i i
) f port this transaction to the IRS. We recommend that discuss i
accountant or financial advisor. Your loan will be reported to the credit bureau as “Account Snsttk:d".j"mI s o

1_\115 16, 2008
Pape 2

Litton Loan Servicing LP is a debt collector. This is an attempt to collect a debt and any information provided to
us us part if this transaction will be used for that purpose,

gl;gusl;]%yg:zhgave any further questions, feel frec to contact the undcrsigned at (800) 999.8501 ext. ind fax number is

Sinccrely,

LT

Loss Mitigation Department
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Promissory Note

This Promissory l'“jlote is. made on August 16, 2008. For Value received, and intending to be legally
hour'td. the undersigned individual(s) (the “Obligor(s)”) promise(s) to pay t¢ the Litton Loan Servicing
LP, its successors and/or assigns (the “Obligee”), the principal sum of (U.S. $11,000.00) Eleven
Thousan::l dollars interest at an annual rate of the lesser of 00.0 % or the highest rate permitted by law
payable in equal monthly installments of (U.S. $183,33) for 60 months. The first installment is due '

upon slgn_lng of this note, und subsequent payments are due on the first day of each month,
commencing on October 1, 2008, and continuing until the principal sum outstanding and any late
charges or other amounts due and owing under this Note are paid in full.

Obligor will make monthly installments payable to Dyck-O’Neal, Inc. and deliver them to:

Dyck O’Neal, Inc.
P. O. Box 13370
Arlington, Texas 76094

or to such other servicer or such other address as Obligee may hereafter designate in writing to Obligor,

Obligor may prepay the unpaid indebtedness hereof at any time in whole or in part without prepayment
charge or premium, Obligee will upply partial prepayments to the principal; partial prepayments will not
affect the amount or due date of monthly installments, except that the final payment date will occur
earlier and the final installtent may be smaller than scheduled.

Failure of the Obligor to pay any installment on or before the first day of the month in which it is duc,
Obligor agrees to pay a late fee on such installment in the amount of ten percent ( 10%) of the regular

payment, to the extent not prohibited by applicable law. Installment payments will be applied first to the
longest outstanding installment.

In the event the Obligor fails to make payment of any installment due herewnder by the thirtieth day of
any month, the entire unpaid balance of this note plus any unpaid late fecs and other sums due hereunder
shall at the option of the obligee become due and payable immediately. The Obligee may exercise this
option o accelerate regardless of any prior forbearance, and shall not by any act of omission or
commission be deemed to have waived any of its rights or remedies hereunder unless such waiver be in
writing and signed by Obligee.

The Obligor consents to the Obligee commencing action on this Note at any time after acceleration in the
State of Washington (the “State™), and the Obligor expressly agrees to be bound by the jurisdiction of
the appropriate court in the State. In the event the Obligee takes action to colleet any sums owing
hereunder, the Obligee may also recover from the Obligor all costs of such action, including costs of suit
and other expenses in connection therewith, including a reasonable attorney’ fee for collection, to the
extent not prohibited by applicable law.

The Obligor hereby waives presentment for payment, protest, demand and notice of nonpayment and
agrees that, withont affecting Obligor's liability, the Obligee may, without notice, renew or extend the
time for payment, or accept partial payments.

This Note shall be the joint and several obligations of all makers, surcties, guarantors and endorsers and
shall be binding on them and their successots and assigns.
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03/01/2009 16:268 FAX 2062803050 Michael Kaminski #od7/051

Any notice to Obligor shall be given by mailing such notice by certified mail addressed to Obligor at the
address stated below or to such other address as Obligor may designate by written notice to the address to
which payments are made. Qbligor shall give such notice within 30 days of any change of address.

!n the event any one or more of the provisions contained in this Note shall for any reason be held invalid,
gl_legar or um;:nfx_:nrceable In any respect, such invalidity, illegality or unenforceability shall be construed as
1t such invalid, illegal or unenforceable provision(s) had never been containgd herein.

This Note and the obligations of the undersigned shall be governed by the laws of the State.

Obligor:

(Name) (Signature)

Obligor’s Social security number:

Obligor’s Phone:
(day) {evening)
Obligor’s Mailing Address:
Obligor:
(Name) (Signature)

Obligor's Social security number:
Obligor's Phorne:

(day) (Evening)

Obligor’s Mailing Address:

Subscribed and sworn to before me this day of, 2008
Notary Public My Commission Expires
Lender Loan Number: -
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HR 1231 IH - Protection of Owners of Distressed Properties
111th CONGRESS
1st Session
H. R. 1231
To protect the property and security of homeowners who are subject to
foreclosure proceedings, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
February 26, 2009

Ms. MOORE of Wisconsin (for herself and Mr. FRANK of Massachusetts)
introduced the following bill; which was referred to the Committee on
Financial Services, and in addition to the Committee on Energy and
Commerce, for a period to be subsequently determined by the Speaker, in
each case for consideration of such provisions as fall within the jurisdiction
of the committee concerned

A BILL
To protect the property and security of homeowners who are subject to
foreclosure proceedings, and for other purposes.
Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,
SECTION 1. SHORT TITLE.
This Act may be cited as the ‘Foreclosure Rescue Fraud Act of 2009".
SEC. 2. DEFINITIONS.
For purposes of this Act, the following definitions shall apply:
(1) COMMISSION- The term *Commission” means the Federal
Trade Commission.
(2) FORECLOSURE CONSULTANT- The term ‘foreclosure
consultant’--
(A) means a person who makes any solicitation,
representation, or offer to a homeowner facing foreclosure
on residential real property to perform, for gain, or who
performs, for gain, any service that such person represents
will prevent, postpone, or reverse the effect of such
foreclosure; and
(B) does not include--
(i) an attorney licensed to practice law in the State in
which the property is located who has established an
attorney-client relationship with the homeowner;
(ii) a person licensed as a real estate broker or
salesperson in the State where the property is
located, and such person engages in acts permitted
under the licensure laws of such State;
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(iii) a housing counseling agency approved by the
Secretary;
(iv) a depository institution (as defined in section 3
of the Federal Deposit Insurance Act (12 U.S.C.
1813));
(v) a Federal credit union or a State credit union (as
defined in section 101 of the Federal Credit Union Act
(12 U.S.C. 1752)); or
(vi) an insurance company organized under the laws
of any State.
(3) HOMEOWNER- The term *homeowner’, with respect to
residential real property for which an action to foreclose on the
mortgage or deed of trust on such real property is filed, means
the person holding record title to such property as of the date on
which such action is filed.
(4) LOAN SERVICER- The term ‘loan servicer’ has the same
meaning as the term ‘servicer’ in section 6(i)(2) of the Real
Estate Settlement Procedures Act of 1874 (12 U.S.C.
2605(i)(2)).
(5) RESIDENTIAL MORTGAGE LOAN- The term ‘residential
mortgage loan’ means any locan primarily for personal, family, or
household use that is secured by a mortgage, deed of trust, or
other equivalent consensual security interest on a dwelling (as
defined in section 103(v) of the Truth in Lending Act (15 U.S.C.
1602(v)) or residential real estate upon which is constructed or
intended to be constructed a dwelling (as so defined).
(6) RESIDENTIAL REAL PROPERTY- The term ‘residential real
property’ has the meaning given the term ‘dwelling’ in section
103 of the Consumer Credit Protection Act (15 U.S.C. 1602).
(7) SECRETARY- The term ‘Secretary’ means the Secretary of
Housing and Urban Development.
SEC. 3. MORTGAGE RESCUE FRAUD PROTECTION.
(a) Limits on Foreclosure Consultants- A foreclosure consultant may
not--
(1) claim, demand, charge, collect, or receive any compensation
from a homeowner for services performed by such foreclosure
consultant with respect to residential real property until such
foreclosure consultant has fully performed each service that such
foreclosure consultant contracted to perform or represented
would be performed with respect to such residential real
property;
(2) hold any power of attorney from any homeowner, except to
inspect documents, as provided by applicable law;
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(3) receive any consideration from a third party in connection
with services rendered to a homeowner by such third party with
respect to the foreclosure of residential real property, unless
such consideration is fully disclosed, in a clear and conspicuous
manner, to such homeowner in writing before such services are
rendered;
(4) accept any wage assignment, any lien of any type on real or
personal property, or other security to secure the payment of
compensation with respect to services provided by such
foreclosure consultant in connection with the foreclosure of
residential real property; or
(5) acquire any interest, directly or indirectly, in the residence of
a homeowner with whom the foreclosure consultant has
contracted.
(b) Contract Requirements-
(1) WRITTEN CONTRACT REQUIRED- Notwithstanding any other
provision of law, a foreclosure consultant may not provide to a
homeowner a service related to the foreclosure of residential real
property--
(A) unless--
(i) a written contract for the purchase of such service
has been signed and dated by the homeowner; and
(ii) such contract complies with the requirements
described in paragraph (2); and
(B) befare the end of the 3-business-day period beginning
on the date on which the contract is signed.
(2) TERMS AND CONDITIONS OF CONTRACT- The requirements
described in this paragraph, with respect to a contract, are as
follows:
(A) The contract includes, in writing--
(i) a full and detailed description of the exact nature
of the contract and the total amount and terms of
compensation;
(ii) the name, physical address, phone number, e-
mail address, and facsimile number, if any, of the
foreclosure consultant to whom a notice of
cancellation can be mailed or sent under subsection
(d); and
(iii) a conspicuous statement in at least 12-point
boldface type in immediate proximity to the space
reserved for the homeowner’s signature on the
contract that reads as follows: ‘You may cancel this
contract without penalty or obligation at any time
before midnight of the 3rd business day after the
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date on which you sign the contract. See the
attached notice of cancellation form for an
explanation of this right.’.
(B) The contract is written in the principal language used
to solicit or market the services to the homeowner.
(C) The contract is accompanied by the form required by
subsection (c)(2).
(c) Right To Cancel Contract-
(1) IN GENERAL- With respect to a contract between a
homeowner and a foreclosure consultant regarding the
foreclosure on the residential real property of such homeowner,
such homeowner may cancel such contract without penalty or
obligation by mailing a notice of cancellation not later than
midnight of the 3rd business day after the date on which such
contract is executed or would become enforceable against the
parties to such contract.
(2) CANCELLATION FORM AND OTHER INFORMATION- Each
contract described in paragraph (1) shall be accompanied by a
form, in duplicate, that--
(A) has the heading ‘Notice of Cancellation’ in boldface
type; and
(B) contains in boldface type the following statement:
*You may cancel this contract, without any penalty or obligation,
at any time befare midnight of the 3rd day after the date on
which the contract is signed by you.
‘To cancel this contract, mail or deliver a signed and dated copy
of this cancellation notice or any other equivalent written notice
to [insert name of fareclosure consultant] at [insert address of
foreclosure consultant] before midnight on [insert date].
‘T hereby cancel this transaction on [insert date] [insert
homeowner signature].”.
(d) Waiver of Rights and Protections Prohibited-
(1) IN GENERAL- A waiver by a homeowner of any protection
provided by this section or any right of a homeowner under this
section--
(A) shall be treated as void; and
(B) may not be enforced by any Federal or State court or
by any person.
(2) ATTEMPT TO OBTAIN A WAIVER- Any attempt by any person
to obtain a waiver from any homeowner of any protection
provided by this section or any right of the homeowner under
this section shall be treated as a violation of this section.
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(3) CONTRACTS NOT IN COMPLIANCE- Any contract that does
not comply with the applicable provisions of this Act shall be void
and may not be enforceable by any party.

SEC. 4. WARNINGS TO HOMEOWNERS OF FORECLOSURE

RESCUE SCAMS.
(a) In General- If a loan servicer finds that a homeowner has failed to
make 2 consecutive payments on a residential mortgage loan and such
loan is at risk of being foreclosed upon, the loan servicer shall notify
such homeowner of the dangers of fraudulent activities associated with
foreclosure.
(b) Notice Requirements- Each notice provided under subsection (a)
shall--
(1) be in writing;
(2) be included with a mailing of account information;
(3) have the heading ‘Notice Required by Federal Law’in a 14-
point boldface type in English and Spanish at the top of such
notice; and
(4) contain the following statement in English and Spanish:
‘Mortgage foreclosure is a complex process. Some people may
approach you about saving your home. You should be careful
about any such promises. There are government and nonprofit
agencies you may contact for helpful information about the
foreclosure process. Contact your lender immediately at [XXXX],
call the Department of Housing and Urban Development Housing
Counseling Line at (800) 569-4287 to find a housing counseling
agency certified by the Department to assist you in avoiding
foreclosure, or visit the Department’s Tips for Avoiding
Foreclosure website at http://www.hud.gov/foreclosure for
additional assistance.’ (the blank space to be filled in by the loan
servicer and successor telephone numbers and Uniform Resource
Locators (URLs) for the Department of Housing and Urban
Development Housing Counseling Line and Tips for Avoiding
Foreclosure website, respectively.).
SEC. 5. CIVIL LIABILITY.
(a) In General- Any foreclosure consultant who fails to comply with
any provision of section 3 or 4 with respect to any other person shall
be liable to such person in an amount equal to the greater of--
(1) the amount of any actual damage sustained by such person
as a result of such failure; or
(2) any amount paid by the person to the foreclosure consultant.
(b) Attorneys’ Fees- In the case of any successful action to enforce any
liability under subsection (a), the foreclosure consultant shall also be
liable to the person in an amount equal to the costs of the action,
together with reasonable attorneys’ fees.

2009 © Michael Kaminski -144 -



Certified Short Sale Specialist Training

SEC. 6. ADMINISTRATIVE ENFORCEMENT.
(a) Enforcement by Federal Trade Commission-
(1) UNFAIR OR DECEPTIVE ACT OR PRACTICE- A violation of a
prohibition described in section 3 or a failure to comply with any
provision of section 3 or 4 shall be treated as a violation of a rule
defining an unfair or deceptive act or practice promulgated under
section 18(a)(1)(B) of the Federal Trade Commission Act (15
U.S.C. 57a(a)(1)(B)).
(2) ACTIONS BY THE FEDERAL TRADE COMMISSION- The
Federal Trade Commission shall enforce the provisions of
sections 3 and 4 in the same manner, by the same means, and
with the same jurisdiction, powers, and duties as though all
applicable terms and provisions of the Federal Trade Commission
Act (15 U.S.C. 41 et seq.) were incorporated into and made part
of this Act.
(b) State Action for Violations-
(1) AUTHORITY OF STATES- In addition to such other remedies
as are provided under State law, whenever the chief law
enforcement officer of a State, or an official or agency
designated by a State, has reason to believe that any person has
violated or is violating the provisions of section 3 or 4, the State-
(A) may bring an action to enjoin such violation in any
appropriate United States district court or any other court
of competent jurisdiction;
(B) may bring an action on behalf of its residents to
recover damages for which the person is liable to such
residents under section 5 as a result of the violation; and
(C) in the case of any successful action under
subparagraph (A) or (B), shall be awarded the costs of the
action.
(2) RIGHTS OF FEDERAL TRADE COMMISSION-
(A) NOTICE TO COMMISSION- The State shall serve prior
written notice of any civil action under paragraph (1) upon
the Commission and provide the Commission with a copy
of its complaint, except in any case in which such prior
notice is not feasible, in which case the State shall serve
such notice immediately upon instituting such action.
(B) INTERVENTION- The Commission shall have the right--
(i) to intervene in any action referred to in
subparagraph (A);
(ii) upon so intervening, to be heard on all matters
arising in the action;
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(iii) to remove the action to the appropriate United

States district court; and

(iv) to file petitions for appeal in such actions.
(3) INVESTIGATORY POWERS- For purposes of bringing any
action under this subsection, nothing in this subsection shall
prevent the chief law enforcement officer, or an official or
agency designated by a State, from exercising the powers
conferred on the chief law enforcement officer or such official by
the laws of such State to conduct investigations or to administer
oaths or affirmations, or to compel the attendance of witnesses
or the production of documentary and other evidence.
(4) LIMITATION- Whenever the Federal Trade Commission has
instituted a civil action for a violation of section 3 or 4, no State
may, during the pendency of such action, bring an action under
this section against any defendant named in the complaint of the
Commission for any violation of section 3 or 4 that is alleged in
that complaint.

SEC. 7. PREEMPTION.
No provision of this Act shall be construed as affecting any provision of
State or local law respecting any foreclosure consultant, residential
mortgage loan, or residential real property that provides equal or
greater protection to homeowners than what is provided under this
Act.
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AMENDED DISTRESSED HOMES LAW

by Northwest Multiple Listing Service
March 25, 2009

Supersedes Legal Bulletin 179
L.LB181 PDF

Lffective March 23, 2009, the Washington legislature has amended Distressed Homes
Law (RCW 61.34) (the “Law™).

In June 2008, the Law created new duties for real estate licensees in order to protect
owners of “Distressed Homes.” Under certain circumstances, real estate licensees could
have been considered “Distressed Home Consultants™ for sellers and were required to
comply with the various provisions of the Law. The 2009 amendments to the Law
generally exempt a real estate licensee from the definition of a “Distressed Home
Consultant™ when the licensee is providing routine real estate brokerage services.

This bulletin summarizes the amendments to the Law and the resulting revisions to
NWMLS forms. Please take the time to read this bulletin carefully, review the revised
forms and manual instructions, and watch the instructional video available on Discover.

1. Real Estate Licensees are Exempt from the Law when Rendering Real Estate
Brokerage Services,

The amended Law generally exempts real estate licensees from the definition of a
Distressed Home Consultant (“DHC™). Specifically, the definition of a DHC does not
include “a person licensed as a real estate broker or salesperson under chapter 18.83
RCW, when rendering real estate brokerage services under Chapter 18.86 RCW,
regardless of whether the person renders additional services that would otherwise
constitute the services of a distressed home consultant, and if the person is not engaged in
activities designed to, or represented to, result in a distressed home conveyance.” In other
words. a real estate licensee will not be considered a DHC when the licensee is providing
routine real estate brokerage services.

2. Exception to Exemption — Distressed Home Conveyances.

A real estate licensee 1s not exempt from the Law when the licensee participates in a
“Distressed Home Conveyvance.” A “Distressed Home Conveyance™ is a transaction
where a buyer purchases property from a “Distressed Homeowner™ (defined by RCW
61.34), allows the Distressed Homeowner to continue to occupy the property, and
promises to convey the property back to the Distressed Homeowner or promises the
Distressed Homeowner an interest in, or portion of the proceeds from a resale of the
property.
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As discussed below, NWMLS’s existing forms and its amended forms do not allow real
estate licensees to participate in “Distressed Home Conveyances” without a separate
written agreement. The reason for this is that these transactions are very risky under the
Law and NWMLS forms are not adequate for this type of transaction. The Law requires
that this type of transaction be completed on a special form of purchase and sale
agreement containing certain provisions that are not included in NWMLS forms and legal
counsel is required. Therefore, if a buyer or seller wants to complete a transaction of this
type, the buyer or seller should be immediately referred to legal counsel. If the broker and
real estate salesperson would like to participate in the transaction, they should also seek
legal counsel. These considerations are not new and thus should cause no concern.

3. Revised Listing Agreements (Form 1A and 1B).

NWMLS Listing Agreements (Form 1A and Form 1B) have been revised to eliminate
some of the language related to the Law. The forms have also been revised to make clear
that the broker and agent will not participate in a Distressed Home Conveyance unless
otherwise agreed to in writing.

4. Current Listing Agreements Do Not Need to be Replaced.

If you currently have a listing agreement with a seller, you do not need to replace that
listing agreement with a revised listing agreement (rev. 3/09). This is true even if you
have a “Distressed Home Listing Agreement” in place. Current NWMLS listing
agreements state that the listing broker and agent are not providing the services of a
DHC. Those agreements are therefore, consistent with the amended Law.

However, if you have a “Distressed Home Listing Agreement” in place and you have an
addendum to that agreement that states that you will provide certain DHC services to
your client — you should consult with your broker and consider whether or not you should
replace that agreement. It is possible that if yvou have agreed to provide DHC services as a
part of the listing agreement, you may be taking on more liability than necessary under
the amended Law.

5. Revised Buyer Agency Agreement (Form 41A and 41B).

Similar to the Listing Agreements, NWMLS Buyer Agency Agreements (Form 41A and
Form 41B) have been revised to eliminate some of the language related to the Law. The
forms have also been revised to make clear that the broker and agent will not participate
in a Distressed Home Conveyance unless otherwise agreed to in writing. Similar to the
Listing Agreements, current Buyer Agency Agreements do not need to be replaced with
the revised forms.

Additionally and unrelated to the Law, NWMLS has added an option in Form 41A for the
broker and buyer to enter into an “exclusive™ agency relationship. This will allow an
agent to be a buyer’s exclusive agent in a certain geographical area. NWMLS manual
instructions explain how to use the revised form.
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6. Discontinued Forms (Form 1A-DII, Form 1B-DH, and Form 22NFW).

The Distressed Home Listing Agreements (Form 1A-DH and Form 1B-DH), including
the translated versions of those forms, and the No Foreclosure Warranty Addendum
(Form 22-NFW) have been discontinued. Those forms are no longer necessary due to the
amendments to the Law,

7. The Amended Law Modifies the “20 Day Rule” and the “Delayed Possession™
Provision.

The 2008 Law provided that if a person purchases property within 20 days of a
foreclosure sale, that person is a DHC for the seller. The amended Law provides that the
buyer is not a DHC, even if the parties reach mutual acceptance or close a sale within 20
days of a foreclosure sale, if the seller is represented by an attorney or real estate licensee.

The 2008 Law provided that a buyer is a DHC for the seller, if the buyer allowed the
distressed seller to retain possession after closing. The amended Law provides that the
buyer is not a DHC for the seller, even if the seller retains possession after closing if (1)
the seller is represented by an attorney or real estate licensee; (2) possession is for no
more than 20 days after closing; and (3) the purpose of possession is to arrange for the
seller to relocate.

Due to these amendments to the Law, most buyers will not need to concern themselves
with the Law. However, there are some circumstances under the amended Law where a
buyer may unwittingly become a DHC for the seller. Theses risks can be mitigated by
using Form 22-FSBO where appropriate.

8. Revisions to the For Sale By Owner Addendum (Form 22-FSBO).

When a seller is not represented in a transaction, the buyer faces the risk of becoming a
DHC for the seller under the “20 Day Rule” and the “Delayed Possession” provision. To
mitigate this risk, a selling licensee should include a Form 22-FSBO (rev. 3/09) with any
offer where the seller is not represented.

The revised form requires a seller to disclose whether or not the property is a “Disiressed
Home.” The form also requires the seller to warrant that mutual acceptance of the
agreement and the closing date do not fall within 20 days of a foreclosure sale. If the
seller can make this warranty, the buyer need not be concerned with the “20 Day Rule.”

Like the old Form 22-NFW, the revised Form 22-FSBO provides that if circumstances
change and mutual acceptance or the closing date fall within 20 days of a foreclosure
sale, the seller agrees to notify the selling licensee and the buyer of that fact in writing. If
the seller provides this notice, the buyer has the option to terminate the agreement and is
entitled to the return of any earnest money and buyer’s out of pocket expenses. If the
buyer elects to proceed with the closing, the buyer needs to consult with an attorney
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because the buyer is a DHC for the seller, must have a separate written agreement with
the seller, and owe fiduciary duties to the seller.

Finally, to address the Delayed Possession provision of the Law, the form states that,
despite what the parties agreed to on page one of the Purchase and Sale Agreement, the
Possession Date will not be later than the Closing Date.

9. Delayed Possession — 20 Day Limit.

Due to the Delayed Possession provision, even when the seller is represented in the
transaction by an attorney or real estate licensee, a selling agent should consider limiting
any delayed possession to 20 days or less. If the Possession Date is more than 20 days
after the Closing Date and the seller is a “Distressed Homeowner,” the buyer will likely
be considered a DHC for the seller.

10. Other Amendments to the Law.

The definition of “dwelling™ has been revised to include condominium units in buildings
with more than four units and other types of residential units. Also, the definition of
“homeowner” has been revised to include persons who have occupied a dwelling as his or
her primary residence within 180 days of the latter of a conveyance or mutual acceptance
of a purchase and sale agreement. Because real estate licensees will be generally exempt
from the Law, these revisions to the Law, while important for other reasons, are not
critical for the brokerage industry as they will not affect the day-to-day practice of real
estate licensees,

11. Use the Most Current Version of the Forms.

As always, real estate licensees should use the most current version of NWMLS forms
for any contracts that are not yet written. In addition, licensees should recycle all copies
of any old forms to make sure that old forms are not accidently used. This latest forms
revision includes changes to Form 1A, Form 1B, Form 22-FSBO, Form 41A, and Form
41B. Also, please remember to discontinue use of Form 1A-DH, Form 1B-DH, and Form
22-NFW.
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Washington Revised Cod RCW 61.34.010
NONJUDICIAL FORECLOSURE PROCESS AND FORFEITURES

Nonjudicial foreclosure of Deeds of Trust and forfeitures of Real Estate Contracts
are primarily controlled by statute. They are form- and- calendar-intensive
endeavors. The practicing attorney must be particularly diligent in reviewing the
contract documents, using up-to-date forms, and conducting thorough searches
for those who may have an interest in the subject property.

. NONJUDICIAL FORECLOSURE OF DEEDS OF TRUST
(RCW 61.24)

INTRODUCTION

Deeds of Trust are the most popular instruments for financing of nonagricultural
real estate in Washington. They were developed in reaction to judicial
foreclosures, with the intention that nonjudicial trustee's sales would be cheaper
and more efficient for all parties concerned. Ideally, these efficiencies make
financing more competitive for, and available to, the end consumer.

In simple terms, and on the assumption of compliance with all technical
requirements, the deed of trust allows a lender to foreclose its interest by
Trustee's sale unjust over 120 days (190 days from date of first default).

RCW 61.24 underwent significant amendment in 1999-especially to modify and
clarify the status, rights, and responsibilities of guarantors.

NATURE OF INTEREST

The essence of a Deed of Trust is a conveyance of title, in trust, to a neutral third
party ("Trustee") during the pendency of the obligation to the Beneficiary.
Although the instrument would appear to convey title, Washington views the
deed as essentially a security instrument, with the Trustee holding nominal title
and the borrower or Grantor holding the beneficial interest of title.

THE TRUSTEE

Washington law (RCW 61.24.010) provides a broad list of those who are legally
qualified to act as Trustee under a statutory Deed of Trust. As a matter of
practice, Trustees tend to be attorneys; title companies bunks, or professional
trustee companies, which conduct Trustee's sales en masse.
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The Trustee's core functions are to follow the instructions of the Beneficiary upon
a default on the underlying obligation, and to provide reconveyance of title upon
direction by the Beneficiary. The trustee may resign at any time or transfer
his/her authority to a successor trustee. The beneficiary also appears to have
the unilateral power to appoint a successor trustee at any time.

The Trustee has apparent duties to both the Grantor and the Beneficiary.
Specifically, the Trustee has a duty to act in good faith and to strictly comply with
the requirements for nonjudicial foreclosure. Although a Beneficiary's attorney
may act as Trustee, Washington courts have expressed concern about potential
problems from conflicts of interest. When in doubt, it is safer to appoint a
"neutral" Trustee to conduct the sale.

CONDITIONS TO INVOKE TRUSTEE'S SALE

In order to exercise the nonjudicial Trustee's sale provisions provided under
RCW 61.24, the following are required (RCW 61.24.030):

1. The Deed of Trust must contain language conferring power of sale upon
the Trustee;

2. The Deed of Trust must contain language expressly acknowledging that the
land encumbered is not used principally for agricultural purposes (Deeds of Trust
may not be used for agricultural land), and said statement must, in fact, be true;

3. That a default has occurred on the underlying obligation;

4. That there is no pending lawsuit in which the Beneficiary is seeking to enforce
the underlying obligation (this is probably designed to ensure that the property or
obligation is not already subject to the jurisdiction of a court);

5. That during the sale procedure, the Trustee has a street address at which a
party may effectuate personal service; and

6. That at least 30 days before the sale proceedings are started the Trustee
and/or Beneficiary serves a proper Notice of Default on the Grantor notifying
him/her of the applicable defaults (See RCW 61.24.030(7) for the ten required
elements of the Notice of Default).

The Notice of Default need only be served on the Grantor. Service means copies
to be sent to the Grantor by regular and registered or certified/return receipt mail,
and a copy must be posted on the premises or served personally on the Grantor.

There is no requirement that it be recorded with the county auditor.

NOTICE OF TRUSTEE'S SALE

Assuming the Trustee or Beneficiary has properly served a Notice of Default, and
that the time period set forth therein has expired, the Trustee may initiate sale
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proceedings by preparing, serving, and filing for record a Notice of Trustee's Sale
(along with the accompanying Notice of Foreclosure). The required contents of
said notice, and requirements for service, are listed in RCW 61.24.040.

A standard litigation/foreclosure guarantee from a title company contains a report
of interests of record against the subject property. The notice must be served by
regular first class, as well as registered or certified/return receipt mail, to all
parties having junior interests) of record, as well as occupants for any property
with less than five residential units Another copy must either be posted on the
premises or personally served upon an occupant of each residential unit.

Additionally, the Notice of Trustee's Sale must be published in a newspaper of
general circulation twice leading up to the sale: one time between 28 and 35
days prior to sale, and a second time between 14 and 17 days prior to sale.

The Notice of Trustee's Sale sets forth when and where the Trustee's sale will
take place, and provides further detail of accruing amounts needed to cure the
defaults, which usually include costs and attorney fees.

The sale may not take place less than 190 days from the date of first default by
Grantor.

JUDICIAI. RESTRAINT OF SALE

RCW 61.24.130 allows a party in interest to seek an injunction restraining or
modifying the trustee's sale "on any proper ground" The court normally will
require the delinquent payments, and new payments as they come due, to be
paid into the court registry while the restraining order is in effect The court then
has broad authority to modify and monitor the sale proceedings.

A filing in bankruptcy triggers an automatic stay of Trustee's sale proceedings
under 11U.S.C. sec. 362. Upon relief from the automatic stay, or some other
relinquishment of bankruptcy court jurisdiction (such as dismissal), the sale may
be re-set with similar notice provisions served to the affected parties no less than
forty-five (45) days prior to the sale RCW 61.24.130(4).

GUARANTOR ISSUES

The 1999 amendments to RCW 61.24 substantially altered the law as it pertains
to Guarantors under Deeds of Trust, and the primary question is whether the
loan was for the borrower's primary residence, or whether it was a commercial
loan.
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Primary Residential: The lender faces an election of remedies. If a Beneficiary
chooses the remedy of Trustee's sale, he or she waives any claim for a sale
deficiency against the Grantor Guarantor, or borrower. Instead, the Beneficiary
may pursue a judgment for damages.

Furthermore, the Beneficiary has no claim for damages from waste if it exercises
the Trustee's sale remedy RCW 61.24.100(1).

Commercial:
These provisions apply to loans executed after June 11, 1998. The

Beneficiary may sue the Guarantor for a deficiency. The Beneficiary also has a
cause of action if the Borrower or Grantor commits waste which results in the
market value being lower than the balance owed at time of sale, as well as for
rents, insurance proceeds, etc RCW 61.24.100(3).

Actions against a Guarantor must be brought within one year of the trustee's
sale, subject to exceptions RCW 61.24.100(4).

Unless otherwise agreed in writing, a deed in lieu of foreclosure presumably
discharges the Guarantor RCW 61.24.100(7).

Any action against a Guarantor is predicated upon the Beneficiary providing the
Notice of Default and Notice of Trustee's Sale, which must include the additional
Guarantor notice language contained in RCW 61.24.042, to the Guarantor during
the foreclosure process.

Il. FORFEITURE OF REAL ESTATE CONTRACTS (RCW 61.30)

INTRODUCTION

Real Estate Contacts are the preferred method of seller-financed real estate
transactions.

They are distinguishable from other methods because of the unique nature of the
seller's remedy: forfeiture, as opposed to public sale. With forfeiture, the
defaulting Buyer's interest reverts back to the Seller, regardless of the Buyer's
equity in the property Consequently, there exists a heightened potential for
inequitable results a/k/a windfall to Seller-especially if the Buyer's equity is
substantial at the time of forfeiture. Under the maxim of "equity abhors a
forfeitures" it is not surprising that Washington courts are receptive to equitable
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relief in circumstances where a Buyer might otherwise lose the benefit of his/her
substantial equity.

NATURE OF INTEREST

Typically, the Buyer obtains a contract interest in the property and is recognized
as the owner, even though title is usually not transferred until a fulfilment deed is
given upon contract completion. The Seller retains an interest in the contract
much like a lender on a note and deed of trust. Buyer's and Seller's interests are
usually deemed transferable unless prohibited in the contract with a reasonable
basis. The Seller is typically more concerned about transfer, since the Seller is, in
essence, "extending credit" to the purchaser/occupant.

CONDITIONS TO EXERCISE FORFEITURE

The statutory preconditions to forfeiture are (RCW 61.30.030):

The contract being forfeited is properly recorded;

The Buyer has breached, and as a result, is entitled to commence forfeiture; and

Except for a receiver, the Seller has brought no pending action on the
contractual obligation.

NOTICE OF INTENT TO FORFEIT

Recording and serving a Notice of Intent to Forfeit commence forfeiture. The
form and contents of the Notice of Intent to Forfeit are contained in RCW
61.30.070, and the Seller or his/her attorney may execute the Notice. Service
and publication requirements for the Notice are set forth in RCW 61.30.040 and
.050, and must be served on all holders of record interests, as well as occupants.
The Notice must be served within ten (10) days of recording, and must set a date
for forfeiture as set forth in the contract but in any event not less than ninety (90)
days from the date of recording.

DECLARATION OF FORFEITURE

Upon the expiration of ninety (90) days (or more if provided by contract), the
Seller may execute and record the Declaration of Forfeiture. The form and
substance of the Declaration of Forfeiture are prescribed in RCW 61.30.070. The
Declaration of Forfeiture must be executed by the Seller himself/herself,
recorded, and published under certain circumstances.

Acceptance of partial cure payments may jeopardize or delay the forfeiture
proceeding. Any acceptance of partial cure should be accompanied by an
appropriate written notice of insufficient cure, and may require the lender to
disgorge any partial payments received during the process. See RCW
61.30.090(3).
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Forfeiture acts to discharge the Buyer completely from any further obligation to
Seller. However, Seller may maintain a cause of action in damages for waste to
the extent such waste causes the fair market value of the property to be lower
than the contract balance at time of forfeiture. RCW 61.30.100(4).

Seller is entitled to possession ten (10) days after recording the Declaration of
Forfeiture. If the Buyer (or anyone who takes possession through him/her)
remains after that time, he/she is subject to eviction under RCW 59.12 (unlawful
detainer).

JUDICIAL RESTRAINT OF SALE

RCW 61.30.110 provides a mechanism through which a Buyer, or any other
party having an interest subject to the forfeiture, may ask the superior court to
temporarily restrain forfeiture in order to cure non-monetary defaults. Forfeiture
may also be permanently restrained if the Buyer is found to not be in default.

RCW 61.30.120 provides a mechanism through which any party entitled to cure
the default may request the superior court to order a public sale of the property
instead of forfeiture. In order to do so, the party must show that significant equity
exists beyond the contract payoff balance, and that public sale will more likely
produce net proceeds to the Buyer or affected interest holder.

A bankruptcy filing triggers an automatic stay under 11 U.S.C. Sec. 362
preventing the Seller from proceeding forward with forfeiture. The ninety (90) day
cure period is tolled while the property is subject to the jurisdiction of the
bankruptcy court. Unless the court has ordered public sale of the property, the
Seller need not file or serve any new notice on the parties in interest.
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Short Sales, Limited Service Brokers,
RESPA, And Other Current Topics (Includes Rule 6)

By Christopher R. Osborn and NWMLS Staff
July 13, 2004

Leqgal Bulletin #169

This Bulletin addresses a number of current issues that NWMLS believes warrant your
consideration. Some issues are new; others are not so new. Still others are perennial issues
that continue to warrant your attention.

SHORT SALES

With increasing frequency, listing agents take listings that are, or become, so-called
“short sales.” A short sale is a sale that does not produce enough cash to cover the monetary
encumbrances against the property (liens and loans), costs of sale, real estate commissions,
and other financial requirements of closing. Because the seller ends up “short” at closing, these
sales are known as short sales. Short sales are not sales by a bank or HUD after foreclosure.
Instead, they are typically “distress” sales by an owner in possession who is at or near
foreclosure or bankruptcy or who have little or no equity in their home. Unfortunately, not all
listing agents know that a listing is or will become a short sale.

Because the sellers of these properties are typically near or at default on their loans, the
lender is almost always involved in the transactions. Although lenders may be happy to give the
seller an opportunity to sell the property before resorting to foreclosure, they usually require the
seller to submit all offers to them for review and approval. This requirement results in a “seller
contingency” that allows the seller to terminate an otherwise mutually accepted transaction in
the event the lender does not approve.

Short sales can be difficult for sellers, buyers, lenders, and real estate agents alike. They
are particularly difficult when the listing agent does not know or fails to properly disclose to
selling licensees and their buyer-clients that the sale may come up short. Furthermore, without
proper disclosure, these listings violate several of NWMLS’s Rules.

NWMLS understands that publication of short sale listings is a necessary part of
effective multiple listing services. Short sales create opportunities for buyers and may provide
the only opportunity for sellers to avoid foreclosure or bankruptcy. Hundreds of short sales close
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successfully each year. In order to protect the parties and their agents and to comply with
NWMLS'’s existing rules and regulations, you must follow these procedures for all short sale
property listings:

1. Rule 6. Rule 6 provides that unenforceable listings will not be published. Specifically,
listings that permit the seller to avoid paying a commission even though an offer meeting the
terms of the listing is procured cannot be input into Locator. A short sale is such a listing.
However, because the multiple listing service may be the only means by which a seller can sell
a distressed property, NWMLS hereby recognizes an exception to Rule 6 for short sales only.

Although this exception will allow listing brokers to input short sale listings, it does not
relieve listing brokers from the obligation to pay a commission to a selling office who procures
an offer. By inputting these listings, the listing office bears the risk that the lender may not
approve the purchase and sale agreement. Therefore, it is absolutely crucial for the listing agent
to communicate with the seller and the lender or bankruptcy trustee in order to list the property
at a price (1) that will be approved if an offer is procured and (2) that will allow the listing broker
to honor the commission advertised in the listing. Remember that if a selling licensee procures a
full price, non-contingent offer for the property at the listed price, the selling office has earned
the commission as advertised.

2. Rule 10(f). A member must make sure that the listing is complete and accurate when
it is input into Locator. A listing is not complete and accurate if it fails to disclose that the listing
is a short sale or the third party whose consent is required. Again, if this Rule is violated the
listing member may be responsible to a selling member for lost commissions.

3. Rule 11. Rule 11 prohibits restrictions on showing and sale in all listings. In the
context of short sales, lender review and approval of the purchase and sale documents is a
restriction on sale because it imposes on the selling licensees and buyers a restriction on the
sale and purchase of the property. As mentioned above, therefore, agents must disclose this
restriction in the listing, discuss the advantages and disadvantages of the restriction with the
Seller, and obtain a written statement from the seller indicating that the listing is a short sale and
requires lender or bankruptcy court approval.

4. Rule 101. Rule 101 requires the listing office to set forth the selling office’s share of
the commission. This Rule prohibits variable selling office commissions unless the terms upon
which the commission may be paid are fully disclosed in the listing or a full description of the
restriction is provided to NWMLS for access by the membership. Therefore, if the short sale
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may result in a commission less than indicated in the listing, the listing agent must explain the
terms in full in @ manner accessible by the membership, usually in the commission or agent
remarks section. Again, a violation of this rule may result in liability to the selling member for the
commission as advertised in the listing.

Again, listing agents should, if they know the listing is a short sale, encourage the seller
to communicate with the lender at the time of the listing about pricing and payment of
encumbrances and a real estate commission. Often, the seller and the lender can agree up front
about the terms of the listing so that the listing agent can avoid a variable office commission and
the listing agent will know at what price and on what terms to list the property in order to ensure
approval by the lender.

5. Rule 120. Rule 120 requires the listing office to give notice of sale by changing the
status of the property after a purchase and sale agreement is executed. The existence of a right
to review the agreement by the lender does not affect this obligation. A contingency allowing the
lender to review the agreement is no different than any other agreement, and if the parties have
reached mutual acceptance, the property is under contract. The status must be changed to
Active STI, Pending, or Contingent no later than 5:00 p.m. of the next business day.

Again, these procedures are not new. They are based on existing NWMLS Rules that
have always applied to all listings, including short sales. NWMLS issues this bulletin only to
remind members of the critical need to comply with these Rules in the context of short sales.
Proper disclosure, as set forth above, is absolutely critical to protect all parties’ interests and to
comply with NWMLS’s Rules.
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Federal and State Reforms that Effect Tenants

The State of Washington and the Federal Government have both recently enacted
legislation giving tenants to whom the property being foreclosed is their primary residence.
In Washington’s revised law it amends RCW 61.24 relating to foreclosures on deeds of trust
by amending the law requiring proof of attempt to modify the loan and additional notice to
tenants. The amended law also requires the foreclosing lender to provide proof that they
are entitled to foreclose as bona fide holders of the promissory note secured by the deed of
trust (“produce the note”).

Summary of Changes
Washington State Senate Bill 5810
Requires a beneficiary, before issuing a notice of default, to contact the borrower and time

period 30 days after initial contact or completion of due diligence; and
1. Shall contact by letter and by telephone;

2. Shall provide "800" number and advise homeowner of resources including DFI the
WSBA and Legal Aid;
3. Homeowner has right to meeting within 14 days (may be telephonic);

4. The NOD must include a declaration (FORECLOSURE LOSS MITIGATION FORM)
that the homeowner has been contacted or the lender had tried with 'due diligence" to
contact the homeowner and send a certified letter to homeowner;

A) Explored options for the borrower to avoid foreclosure;

B) Complied with "due diligence requirement;

C) Homeowner has surrendered the property;

D) Homeowner has filed bankruptcy and the court has granted relief from stay;
Notice of Foreclosure must be posted and mailed to "Resident of property subject to a
foreclosure sale" that in 90 days there will be a trustee's sale and a tenant MUST BE
GIVEN WRITTEN NOTICE THAT IN 60 DAYS THE TENANNT MAY BE EVICTED.
5. Provides that a tenant of property that has been sold in foreclosure receive 60 days
written notice before the tenant can be removed.
6. Provides that a borrower's failure to enjoin a foreclosure does not constitute a waiver
of certain claims.
7. Requires that before a notice of sale may be recorded, the trustee must have proof
that the beneficiary is the actual holder of the promissory note secured by the deed of trust.
A Declaration by the Beneficiary made under penalty of perjury that beneficiary is holder
shall be deemed sufficient.
8. Applies to loans made from January 1, 2003 to December 31, 2007
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Protecting Tenants at Foreclosure Act

On May 20, 2009, President Obama signed into law the Helping Families Save Their
Homes Act of 2009, which includes Title VII, Protecting Tenants at Foreclosure Act (The
“ACt”).

The Act provides that in the case of any foreclosure on a federally related Mortgage loan or
on any dwelling or residential real property, the party taking title to property pursuant to the
foreclosure (“Foreclosing Party”) assumes the property subject to the rights of any bona fide
tenant.

If the Foreclosing Party wishes to evict the tenant, the Foreclosing Party must provide the
tenant with 90-days notice to vacate. However, if a bona fide lease was entered into before
the date of the foreclosure, the tenant has the right to remain at the property until the end of
the lease term, except that the lease may be terminated prior to the expiration of such lease
term upon the sale of the property to a purchaser who will occupy the property as a primary
residence, subject to the 90-days notice.

In the case of a tenant without a lease or if there is a lease terminable at-will, the tenant
must be given the 90-day termination notice.

The Act also includes a provision stating that any state or local law providing for longer time
periods or other additional protections for tenants shall not be affected by the Act.

The Act raises several unanswered questions and issues:

1) The Act may apply to all foreclosures, and not only to loan foreclosures.
Accordingly, lien foreclosures (such as a condominium or homeowner’s association
liens) may trigger the Act’s notice requirements.

2) The Act may prevent the Foreclosing Party from terminating a lease due to
tenant’s default.

3) Title companies insuring title based on a foreclosure sale will likely require an
exception for the rights of tenants pursuant to the Act’s notice requirements. It is
unclear whether title companies will be willing to delete this exception after the notice
requirements have been met.

In conclusion, the Protecting Tenants at Foreclosure Act severely affects the rights of all
foreclosing lenders, including lenders foreclosing on condominium projects.

Primary two pages of each of the laws follow.

The full text of the Washington State and Federal laws are available to CSSS Students
at http://www.washingtonshortsalecertification.com/real-estate-agents/articles-reports-
forms-plans-business
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(3) "Affiliate of beneficiary" means any entity which controls, is

controlled by, or is under common control with a beneficiary.

sl
'—I
B
L
o
on
o
'_I
L
Ly}
L

2009 © Michael Kaminski - 163 -



Certified Short Sale Specialist Training

One Hundred Eleventh Congress
of the
United States of America

AT THE FIRST SESSION
Begun and held at the City of Washington on Tuesday,
the sixth day of January, two thousand and nine

an act

To prevent mortgage foreclosures and enhance mortgage credit availability.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled,

DIVISION A—PREVENTING MORTGAGE
FORECLOSURES

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(@) SHORT TITLE.—This division may be cited as the “Helping Families Save
Their Homes Act of 2009”.

(b) TABLE OF CONTENTS.—The table of contents of this division is the
following:

Sec. 1. Short title; table of contents.
TITLE I—PREVENTION OF MORTGAGE FORECLOSURES

Sec. 101. Guaranteed rural housing loans.

Sec. 102. Modification of housing loans guaranteed by the Department of Veterans Affairs.

Sec. 103. Additional funding for HUD programs to assist individuals to better withstand the current
mortgage crisis.

Sec. 104. Mortgage modification data collecting and reporting.

Sec. 105. Neighborhood Stabilization Program Refinements.

TITLE II—FORECLOSURE MITIGATION AND CREDIT AVAILABILITY
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201. Servicer safe harbor for mortgage loan modifications.

202. Changes to HOPE for Homeowners Program.

203. Requirements for FHA-approved mortgagees.

204. Enhancement of liquidity and stability of insured depository institutions to ensure
availability of credit and reduction of foreclosures.

205. Application of GSE conforming loan limit to mortgages assisted with TARP funds.
206. Mortgages on certain homes on leased land.

207. Sense of Congress regarding mortgage revenue bond purchases.

TITLE I l—MORTGAGE FRAUD TASK FORCE
301. Sense of the Congress on establishment of a Nationwide Mortgage Fraud Task Force.
TITLE IV—FORECLOSURE MORATORIUM PROVISIONS
401. Sense of the Congress on foreclosures.
402. Public-Private Investment Program; Additional Appropriations for the Special Inspector
General for the Troubled Asset Relief Program.
403. Removal of requirement to liquidate warrants under the TARP.
404. Notification of sale or transfer of mortgage loans.
TITLE V—FARM LOAN RESTRUCTURING
501. Congressional Oversight Panel special report.
TITLE VI—ENHANCED OVERSIGHT OF THE TROUBLED ASSET RELIEF PROGRAM
601. Enhanced oversight of the Troubled Asset Relief Program.
TITLE VII—PROTECTING TENANTS AT FORECLOSURE ACT
701. Short title.
702. Effect of foreclosure on preexisting tenancy.
703. Effect of foreclosure on section 8 tenancies.
704. Sunset.
TITLE VIII—LCOMPTROLLER GENERAL ADDITIONAL AUDIT AUTHORITIES

801. Comptroller General additional audit authorities.

TITLE I—PREVENTION OF MORTGAGE
FORECLOSURES

SEC. 101. GUARANTEED RURAL HOUSING LOANS.
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Revisions to Rule 4 and Rule 11 — Effective October 2, 2009

Effective October 2, 2009, revisions to NWMLS Rule 4 and Rule 11 will
clarify that sellers must have the unconditional right to sell listed property.

Listings where the seller does not have the unconditional right to sell are in
conflict with Rule 6. That Rule currently provides “any listing containing a provision
permitting the seller, in his sole discretion, to avoid payment of a commission even
though an offer meets all terms of the listing and any required financing is available will
not be published by NWMLS and shall not be input by the listing member.”

NWMLS has recognized exceptions to Rule 6 by expressly allowing short sale
listings under Rule 11. NWMLS has also recognized other exceptions to the Rule for
properties that require court approval or that are for sale by relocation companies.

Recently, NWMLS has received numerous complaints regarding listings where
the seller does not have the unconditional right to sell the property. Typically, the
complaints involve listings where the seller has a conditional “equitable interest” in the
property.

NWMLS has always allowed a seller who has an unconditional “equitable interest” in
real property to list that interest for sale. When parties reach mutual acceptance on the
terms of their purchase and sale agreement, two separate interests in the property are
created as a matter of law: the legal interest (the seller's interest) and the equitable or
vendee's interest (the buyer's interest). The buyer’s legal or “equitable interest” exists
so long as the buyer has a specifically enforceable interest in the property. NWMLS
allows the buyer to list and sell that interest in the property. In such a listing, the buyer
will be the seller.

The revision to Rule 4 clarifies that listings where the seller’s “equitable interest” is
conditioned upon third party approval (e.g. lender approval) are impermissible. In other
words, listings where the seller does not have the unconditional right to sell the listed
property are not eligible for publication and may not be taken on a NWMLS listing form.
The exceptions to this Rule are set forth in revised Rule 11(a) and include short sales,

sales that require court approval, and property listed for sale by a relocation company.
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Of course, for those listings that fall under one of the exceptions, the listing office must
disclose the nature of the restriction in the Remarks section.

Listings entered before September 2, 2009, where the seller only has a conditional
‘equitable interest” in the property will continue to be published by NWMLS until the
original expiration date and will be a permitted exception to revised Rule 4 and current
Rule 6. However, for any listing entered on or after September 2, 2009 — the seller
must have the unconditional right to sell the listed property (unless otherwise permitted
by Rule 11). Of note, this applies to those listings where an investor has reached
mutual acceptance with a property owner (subject to lender approval) and the investor

lists its interest for sale prior to receiving lender approval.

The revisions to Rule 4 and Rule 11 are as follows:

Rule 4 — Certain Agreements not Eligible.

The following agreements will not be accepted by NWMLS and shall not be taken on a
NWMLS Listing Form or input into NWMLS's online system:

(@) Agreements in which the commission payable is equal to the amount the sales
price exceeds the listing price (i.e. net agreements);

(b)  Nonexclusive agreements (i.e. open agreements);

(c) Undivided interests in property, including tenancies in common, real estate
investment trusts, and limited partnership interests, except for timeshares under Rule 5;
(d)  Listings for which the listing member will not receive notices, notices of
acceptance, or revocations of offers or counteroffers on behalf of the owner; and

(e) Listings for which (i) the listing member requires or desires selling licensees to
contact the owner directly to obtain property information, schedule showings, or
negotiate contract terms; or (ii) the listing member will not assist the owner in
preparation or review of contract documentation, unless the limitations set forth in this
subsection (e) are disclosed in the Agent Remarks. Such a disclosure by the listing
member will constitute approval of the conduct of any other member consistent with

such disclosure.
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() Listings where the seller does not have the unconditional right to sell the listed

property, unless otherwise permitted by NWMLS Rules.

Rule 11 — Restrictions on Showing and Sale.

No listing or Letter of Authorization shall include any restrictions on showing,
submission of offers, or sale of the property except as authorized by this Rule.
Impermissible restrictions include, but are not limited to: “Only listing office agents to

b 1Y

show;” “Do not publish listing until [specific date];” and “Undisclosed address property.”
(@) Restrictions Permitted if Disclosed in Remarks Section. The following
restrictions on showing and sale shall be noted in the listing:

(i) The Seller elects not to have a keybox on the property but the listing office
possesses a key;

(i) The Seller may not respond to offers until a future date;

(iif) The sale is a “Short Sale,” subject to the approval of Seller’s creditor(s). A “Short
Sale” is a transaction that depends on seller’s creditor(s) agreement to accept less than
the amount secured by the Property in order to satisfy Seller’s obligations at closing.
This restriction must be disclosed by selecting “Short Sale” in the “Third Party Approval
Required” amenity field in the listing input program and may also be disclosed in the
Remarks section.

(iv) The sale requires court approval. This restriction must be disclosed by selecting
“Other — See Remarks” in the “3rd Party Approval Required” amenity field in the listing
input program and must be explained in the Remarks section

(v) The Seller is a relocation company and must disclose any conditions to the right to

sell in the Remarks section.
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