CITY OF EL PASO, TEXAS
AGENDA ITEM DEPARTMENT HEAD’S SUMMARY FORM

DEPARTMENT: Community and Human Development
AGENDA DATE: August 25, 2009

CONTACT PERSON/PHONE: Andrea Tirres/541-4845
DISTRICT(S) AFFECTED: All Districts

SUBJECT:

APPROVE a resolution / ordinance / lease to do what? OR AUTHORIZE the City Manager to do
what? Be descriptive of what we want Council to approve. Include $ amount if applicable.

Discussion and Action on a Resolution authorizing the City Manager to sign a Memorandum of Understanding
between the City of El Paso and the National Community Stabilization Trust, LLC (NCST) concerning the City’s
participation in the NCST REO Acquisition Program in connection with the City's Neighborhood Stabilization
Program.

BACKGROUND / DISCUSSION:

Discussion of the what, why, where, when, and how to enable Council to have reasonably complete
description of the contemplated action. This should include attachment of bid tabulation, or
ordinance or resolution if appropriate. What are the benefits to the City of this action? What are
the citizen concerns?

Please see the attached Memorandum of Understanding and supporting information on the National Community
Stabilization Trust.

PRIOR COUNCIL ACTION:
Has the Council previously considered this item or a closely related one?

On November 18, 2008, City Council approved a Resolution amending the 2005-2010 Consolidated Plan to add a
Neighborhood Program (NSP) component, amending the City’s 2008-2009 Annual Action Plan to add NSP-funded
activities, and approval of the International Building Code (IBC) definition for “blighted structure” to be used for
the purposed of NSP activities, whenever applicable, in order to comply with HUD’s directive for such a definition;
authorized the City Manager to sign a Grant Agreement with HUD for the NSP formula grant covered by the City’s
Annual Action Plan; and authorized the City Manager to take any action necessary to accomplish the intent of the
resolution upon approval by the City Attorney’s Office and Director of Community and Human Development
Department.

On April 21, 2009, City Council approved submission of a grant application for the Neighborhood Stabilization
Program to the Texas Department of Housing and Community Affairs (TDHCA); and authorized the City Manager
to sign the grant application including all understandings, certifications, and assurances contained therein, and
apply for, accept, reject, alter, or terminate the grant amount for the purpose of neighborhood restoration efforts; the
City Manager was authorized to sign any related paperwork, including authorization of budget transfers and
submission of any necessary revisions to the operational plan; the City Manager was authorized to execute on
behalf of the City of El Paso, any grant amendments or corrections to the initial Grant Agreement which increase,
decrease or de-obligate program funds provided that no City funds are required and any documents to request and
accept an extension of the award ending date for the grant.

AMOUNT AND SOURCE OF FUNDING:
How will this item be funded? Has the item been budgeted? If so, identify funding source by
account numbers and description of account. Does it require a budget transfer?




Activities in the areas identified above will be funded during 2008-2009 with Community Development Block
Grant (CDBG) funds specifically designated for NSP activities. HUD has awarded the City of El Paso $3,032,465
for NSP 1 funding.

TDHCA has announced that the City of El Paso has been awarded $1,731,066 in Texas NSP 1 funds. TDHCA is
expected to send the contract for this award to the City for execution within the next couple of weeks.

BOARD / COMMISSION ACTION:
Enter appropriate comments or N/A

N/A
='-"-'=é‘e**?**-&***w‘wa**REQUIRED AUTHORIZATION*************:‘::’:*:’r**:’f
LEGAL: (if required) ﬂ TR FINANCE: (if required)
LW
DEPARTMENT HEAD: A
' (]ﬁa{nple: iff RCA is initiated by Purchasing, client department should sign also)
Information copy to appropriate Deputy City Manager
APPROVED FOR AGENDA:

CITY MANAGER: DATE:




RESOLUTION

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF EL PASO:

That the City Manager be authorized to sign the Memorandum of Understanding between the
City of El Paso and the National Community Stabilization Trust, LLC (NCST), concerning
the City’s participation in the NCST REO Acquisition Program.

APPROVED this day of , 20009.

CITY OF EL PASO
John F. Cook
Mayor

ATTEST:

Richarda Duffy Momsen

City Clerk

APPROVED AS TO FORM: APWED AS TO CONTENT:

Marie A. Taylor William L. Lilly, Director

Assistant City Attorney Community and Human Development

CHD/09/RESO/NSP/MOU-NCST
Document: #50064/MTAY




National Community
Stabilization Trust

1325 G Streat, NW, Suite 800 = Washington, DC 20005-3100 = p:(202) 220-2300 = f:{202) 374-24600

Memorandum of Understanding

August 18, 2009

City of El Paso
__2 Civic Center Plaza, 8th floor

El Paso, TX 79901
Attn: __ Bill Lilly

Re:  National Community Stabilization Trust, LLC (*Stabilization Trust™)
Memorandum of Understanding Relating to REO Acquisition Program
(“Acquisition Program”™)

Dear Mr. Lilly:

We are pleased to forward to you the attached Acquisition Program Guidelines under
which _City of El Paso_ (“Buyer”) has agreed to participate with the
Stabilization Trust as a qualified buyer in the Acquisition Program outlined more
completely in the attached Acquisition Program Guidelines. The purpose of this letter is
to express our appreciation with your agreement to work with the Stabilization Trust in
this initial phase of the Acquisition Program.

Although the document indicates “Draft”, it shall serve as our agreement. We anticipate
that the terms of the Acquisition Program Guidelines will be ultimately incorporated into
an agreement of understanding, as may be necessary in the future.

Preliminarily, however, it is our hope that you will acknowledge the terms of the
Acquisition Program Guidelines with the Stabilization Trust by signing the acceptance
below.

As we discussed, upon your acceptance, we will immediately commence our involvement

with _City of El Paso_ as an eligible Buyer under the First Look Purchase Program outlined in
Appendix I in the attached Acquisition Program Guidelines as well as the Targeted Bulk
Purchase Program. We look forward to our association with you in this very important
effort in helping to stabilize our neighborhoods.
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National Community
Stabilization Trust

1325 G Streat, NW, Suite 800 = Washingteon, DC 20005-3100 » p:{202) 220-2300 = f:(202) 3746-2600

Very truly yours,

National Community Stabilization Trust,
LLC, a Delaware limited liability company
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National Community
Stabilization Trust

1325 G Streat, NW, Suite 800 » Washington, DC 20005-3100 » p:{202) 220-2300 = f:(202) 376-2600

ACCEPTANCE:

The undersigned hereby agrees to the terms of the attached Acquisition Program
Guidelines and agrees to proceed with the Acquisition Program set forth in the
Acquisition Program Guidelines in connection with all eligible properties and the eligible

Sellers.

Date:

By:
Its:

018180/260001/1043801_2
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City’s Signature Page

Memorandum of Understanding
City of El Paso
and
National Community Stabilization Trust, LLC (NCST)

APP ED AS TO CONTENT

William L. Lilly, Direct?;\br
Community & Human ngelopment

APPROVED AS TO FORM:

0 otz /,m

Azfle A. Taylor (
istant City Attorney
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National Community Stabilization Trust

REO Acquisition Program Guidelines for Buyers

Discussion Draft

Disclaimer:

The following Term Sheet is provided for convenience only and does not constitute a

commitment to purchase or sell any property and shall not create a binding or legally enforceable
obligation on the National Community Stabilization Trust (the “Stabilization Trust”) or any other party in
any way, unless otherwise agreed to by the parties. The terms contained herein are of a summary nature
and are not all-inclusive. The activities and policies of the Stabilization Trust will be governed by the legal
documents to be executed by parties to the Stabilization Trust and reference is made to such documents
for definitive descriptions of the Stabilization Trust and its activities.

Overview

This Term Sheet outlines the foreclosed property / real estate owned
(“REQ”) Acquisition Program (the “Acquisition Program”) of the National
Community Stabilization Trust (“NCST” or the “Stabilization Trust”). The
purpose of the Acquisition Program is to provide an efficient and cost-
effective mechanism for transferring vacant and foreclosed properties
from lenders, servicers and investors and GSEs qualified under the terms
of the Acquisition Program Guidelines (the “Sellers”), to potential
purchasers qualified under the terms of the Acquisition Program
Guidelines applicable (the “Buyers”), who may be acting on behalf of a
local collaborative effort including local or state community
development corporations or other non-profit entities, local government
agencies (municipalities, counties and states) , for profit developers and
individuals, as appropriate working to stabilize targeted communities
(the “Local Programs”). By creating a single source structure for the
transfer of property, the Stabilization Trust provides a pipeline of
properties based on criteria provided by the Buyers on behalf of their
Local Programs.

The Acquisition Program provides Buyers with either (a) a right of first
offer to purchase REO properties on an ongoing-basis located in targeted
communities from Sellers prior to their being listed through traditional
REO sale procedures (the “First Look Program”) or (b) a bulk purchase
program for purchasing significant numbers of currently-listed
properties located in communities heavily affected by the foreclosure
crisis (the “Targeted Bulk Purchase Program”). The Acquisition Program
will provide efficient ways to transfer clusters of properties in vulnerable
communities for rehabilitation as part of a comprehensive neighborhood
stabilization strategy. Procedures, policies and agreements for both
programs are described herein.

The Stabilization Trust has developed a standardized transfer mechanism
for offering, selling, and closing vacant REO properties with accepted
procedures, timeframes, and documents.

The Acquisition Program establishes the basis for fair and transparent
pricing between the Buyers and the Sellers, mitigating a critical issue
associated with the transfer of properties in targeted areas — the
valuation of REO and otherwise distressed properties in volatile and
declining housing markets.

The Acquisition Program provides a standardized mechanism for the
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expedited and flexible transfer of distressed properties. The
Stabilization Trust has both a high level of execution expertise and
established relationships with Sellers. Through the participation in the
Acquisition Program, Buyers gain the benefit of dealing with a single
entity on a national level to develop a format and pipeline for purchasing
properties in multiple communities. Furthermore the Acquisition
Program has established standardized procedures, documents, and
closing procedures with multiple Sellers, creating an efficient structure,
allowing the Buyers and Local Programs to focus their resources within
their respective communities.

The Acquisition Program is a general framework which is used for an
ongoing series of transactions in states and communities across the
country.

The Acquisition Program has been designed to meet the requirements of
and to be used in combination with monies that may be available to
states and localities through the HUD Neighborhood Stabilization
Program (“NSP”) and related Housing and Economic Recovery Act of
2008 (H.R. 3221), and the Stabilization Trust has been working closely
with HUD on implementation of the NSP program.

The Stabilization Trust expects to continue to enter into Memoranda of
Understanding with additional Buyers for implementation of the
Acquisition Program to support their Local Programs pursuant to the
terms described herein. The Stabilization Trust works closely with its
sponsor organizations (Enterprise Community Partners, the Local
Initiatives Support Corporation / LISC, the Housing Partnership Network
and NeighborWorks America) in implementing the Acquisition Program
with Buyers to support their Local Programs.

Role of the Stabilization Trust
in the Acquisition Program

The Stabilization Trust will provide services to assist selected Buyers and
Sellers in arranging the transfer of properties. Such services will include
but not be limited to:

establishment of pre and post purchase procedures;
coordination of offers for the sale/purchase of REO properties;
consolidation and distribution of information;

assistance with coordination of closing processes; and

in some cases, providing the financing necessary for the purchase of
certain properties.

The Stabilization Trust is in the process of refining the Acquisition
Program and the services it will provide, and setting a timeline for the
implementation of various services. The Stabilization Trust will provide
assistance in coordinating the process but will not act as a retail broker
for individual transactions or with end users/owner-occupants.

Local Programs and their
Eligible Buyers

The Stabilization Trust’s Acquisition Program will be operated with Local
Programs who are generally comprised of a coordinated group of
community development housing organizations, public-private
partnerships, units of local government, or other qualified entities,
which may include collaborations of non-profit developers and other
charitable organizations, “mission-driven” for-profit developers, private

Page 2 of 11



contractors, and local governmental organizations in their Local
Programs that:

are located in targeted communities particularly hard-hit by the
foreclosure crisis. Such areas display high concentrations of
REO properties, increasing vacancy rates, slow absorption of
homes on the market, declining home values, increasing signs
of blight, and increasing evidence of abandonment;

currently have sufficient capacity to handle the acquisition of
portfolios of REO properties; and

have the ability to determine market pricing on an on-going basis.

The Local Program, in coordination with the Stabilization Trust’s
Sponsors as appropriate, will be responsible for determining which
entities are appropriate for participation within each targeted
community. Additionally, the Local Program, in coordination with the
Stabilization Trust’s Sponsors as appropriate, will identify a single Buyer
in a targeted community who will be responsible for acquiring properties
on behalf of the Local Program through the Trust Acquisition Programs.
The Buyer of a Local Program will oftentimes convey properties they
acquired on behalf of the other participants in the Local Program
through a second transaction.

Buyers will be required to be pre-qualified by the Stabilization Trust and
the Stabilization Trust Sponsor to participate in the Acquisition Program.

Requirements of Buyers:

Acquisition Capacity

Buyers will be required to implement the necessary infrastructure within
their Local Program for the successful participation in the Stabilization
Trust’s Acquisition Program.

This includes ensuring the Buyers on behalf of their Local Programs have
sufficient capacity for the evaluation and purchase of multiple properties
through both the First Look Program and Targeted Bulk Purchase
Program. This capacity includes the ability to perform property
inspections and valuations, and to complete the transfer of the
properties pursuant to the Acquisition Program buyer agreements, etc.

Requirements of Buyers:

Local Markets

The Buyer will be responsible for the establishment of a baseline
understanding of their respective local real estate and property market,
to include but not limited to:

determining what local legal and tax considerations will be relevant
for transactions with the Acquisition Program; and

determining historic, current and projected local residential market
trends.

The Buyer will be responsible for the ongoing monitoring of local
markets and for the provision and review of local market reports to the
Stabilization Trust.

Requirements of Buyers:

Pipeline

The Buyer will be required to provide transaction process updates
through the Stabilization Trust’s pipeline reports on a periodic basis.
These reports shall contain but not be limited to:

expectation of periodic volume of properties anticipated to be
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acquired by the Buyer on behalf of their Local Programs; and

general requirements of property characteristics.

Requirements of Buyers: The Buyer will be required to establish the necessary infrastructure
Disposition Capacity within their Local Program for the successful participation in the
Acquisition Program. This includes:

ensuring the applicable Local Program within the targeted
community has the necessary infrastructure for the
management of a large volume of properties, including
rehabilitation, disposition strategies, property sales and
marketing, asset management, etc.; and

knowledge of local affordable housing markets including, affordable
financing programs, redevelopment and rehabilitation
programs and resources necessary to move purchased REO
properties from vacancy to rehabilitated occupied properties.

Eligible Sellers The Acquisition Program works with any Sellers that have or anticipate
having:

concentrations of REO properties in targeted communities; and

the ability to sell properties under such terms and conditions that
meet the requirements of the HUD NSP Property Acquisition
Guidelines.

The participating Sellers will:

agree to participate with the Stabilization Trust in the Acquisition
Program and regularly offer properties pursuant to the
Acquisition Program Guidelines applicable to their agreement
with the Stabilization Trust;

supply all Stabilization Trust-requested information on REO
properties offered for sale and disclose any known conditions of
the properties as required by law; and

provide estimates to the Stabilization Trust of the anticipated
volume of properties that may enter foreclosure in the targeted
communities in order to assist the Stabilization Trust in planning
activities and program volume in connection with or relating to
the Acquisition Program.

Eligible Property In general, vacant and foreclosed property with clear and marketable
title will be purchased by the Buyer on an as-is basis.

The Buyer will be required to provide the Stabilization Trust with
descriptions of property and portfolio characteristics including both
those that are threshold minimum requirements and those that are
desirable. Such characteristics will include but not be limited to:
location, size, condition, value range, proximity to other REO properties,
etc. The Stabilization Trust will coordinate with the Sellers on behalf of
the Buyer regarding these characteristics.

As a part of the sales process, Sellers will be required to fully disclose
property characteristics requested by the Buyer and provide updates, as
appropriate.
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The Stabilization Trust will identify exceptions to the eligible property
criteria and, on a case by case basis, consider property that does not
meet the criteria (i.e., occupied, title issues, foreclosure in process, etc.).

Valuation Procedures and
Pricing

As a part of the Acquisition Program, Buyers and Sellers will agree to use
standardized valuation procedures in order to promote quick and
efficient transactions. The desire for expedited transactions requires
that the valuation process be open and transparent. Buyers and Sellers
will share information regarding the properties in question. Sellers will
grant access to properties for inspection by Buyers or their agents. Both
Buyers and Sellers will also share information about property history,
property conditions, and local market conditions.

In addition to agreeing to an open valuation process, Buyers and Sellers
will agree that prices should reflect a number of factors beyond standard
appraisals.  Prices should reflect current local market conditions,
including such possible conditions as declining home values, long holding
periods, and increased vacancies. Prices should also be adjusted for
required rehabilitation costs, the cost of capital invested in the
properties, and other holding costs, such as taxes and insurance,
maintenance, and administrative overhead during a potentially
prolonged holding period.

Pricing and Consideration

In general, Buyers are expected to purchase property on an all-cash
basis.

Closing

It is anticipated that Buyers will execute direct purchase contracts with
Sellers.

The Stabilization Trust has established standard form purchase
agreements for the Acquisition Program.

Buyers may acquire properties through the Acquisition Program for
other entities within their Local Program, and may have subsequent
transactions to transfer these properties.

[The Stabilization Trust may contract with a national title company to
coordinate efficient closings.]

[Sellers may represent and warrant clean title (marketable or insurable)
to expedite the closing date.]

First Look Program

Appendix | outlines the details of the First Look Program to govern
transactions between Buyers and Sellers. The First Look Program will
give Buyers the opportunity to purchase foreclosed properties before
they are listed for sale through traditional mechanisms. The First Look
Program gives Buyers the ability to purchase foreclosed properties in
targeted communities immediately after the completion of the
foreclosure process, with purchase prices that reflect savings on
expenses associated with holding periods and other Seller expenses.

Targeted Bulk Purchase
Program

Appendix Il outlines the details of the Targeted Bulk Purchase Program
to govern transactions between Buyers and Sellers. The Targeted Bulk
Purchase Program will give Buyers the opportunity to purchase
groupings of listed aged properties in targeted communities. This
program allows Buyers to acquire properties in areas with high
concentrations of REO properties.
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National Community Stabilization Trust
REO Acquisition Program — First Look Program

Appendix |

Objective and Overview of the
First Look Program

The First Look Program is designed to expedite the transfer process of
REO properties. This program will facilitate efficient transactions by
establishing a transparent price offer and acceptance process that will
reduce and eliminate unnecessarily lengthy negotiations.

Under the First Look Program, Sellers will exclusively offer for sale to
Buyers, via the Stabilization Trust [substantially all of] the eligible
properties within the identified geographical area meeting the criteria
provided by the Buyers via the Stabilization Trust for an agreed upon
period. The Buyers will be provided the opportunity to accept an offer
on a foreclosed property after the foreclosure process is complete (and
any redemption period is expired) and the property is vacated, but
before the Seller lists the property through a traditional mechanism (the
“First Look Period”).

During this First Look Period, the Seller will provide the Buyer (a) physical
access to the property for inspection, and (b) the offer of a sale price for
the property, which the Buyer will promptly accept, decline or counter.

Additionally, the three parties (the Seller the Buyer and the Stabilization
Trust) will, prior to consummating transactions on individual properties
within a specific market / target area, establish a common
understanding of the local property market(s).

It is intended that the transparency created by sharing pricing
methodologies and establishing a common understanding of the local
property market(s) will reduce the length of negotiations for the two
parties (the Seller and the Buyer) to allow for a greater volume of
transactions in as short a time as possible.

Procedures by Stabilization
Trust and its Stabilization
Trust Sponsors Prior to Offer
from Sellers under First Look
Program

Prequalify Buyers for the First Look Program participation and enter
into an agreement with Buyers establishing the terms and
conditions of the Stabilization Trust’s services and Buyers’
obligations.

Certification of the Buyers’ financial capacity to complete the
transfer.

In the case of acquisition financing provided by the Stabilization
Trust, approval of the Buyers as an eligible recipient of
financing.

Provide information to Sellers including:

Geographic areas of concentration and focus of the Buyers
through the Stabilization Trust (e.g. zip codes, census
tracts, etc.).

Criteria for selection of property in each selected
geography (e.g. SFH, vacancy status, etc.).

Expected volume and capacity by area.
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It is expected that the Stabilization Trust will play a role in
facilitating the ongoing data exchange, and may assist in
further refining the property criteria on behalf of the
Seller and Buyer (i.e. Buyer’s target area may be set by
boundaries incongruous with zip code boundaries).

Localization of this program’s standardized procedures, documents,
and closing procedures for applicable local market practices,
laws and regulations.

Procedures for Seller Offering
of REO Properties and Buyer
Responding to Offer

The Seller will provide an ongoing listing of available properties
within [*] days of the eligible vacant property being secured by
the Seller. This will include addresses, available inspection
dates and other available upfront property information.

The Seller will grant access to the property for inspection by the
Buyer in accordance with standard offering procedures for a
period of [5] business days. This access will typically be
provided once the vacant property has been secured by the
Seller, and will occur concurrently with the Seller’s agents (i.e.
property appraisers, etc.) accessing the property for the
purposes of determining the property value.

The Buyer will be responsible for any preliminary property reviews
including formal or informal inspections during this property
inspection period. The Buyer will be responsible for their own
determination of property values. This should be completed in
anticipation of the Seller’s first offer.

In establishing its offer price (“Offer Price”) to the Buyer through the
Stabilization Trust, the Seller will provide the following
information:

Seller’s Estimate of Fair Market Value of the Property as of
the date of the offering. Seller will provide its Estimated
Fair Market Value, the methodology used to derive the
estimate (i.e., BPO, full appraisal, AVM, etc.), and the
date of the last update to said estimate. Such Seller’s
estimate would be the price that the Seller would have
listed the properties for sale through traditional sales
methods. Seller will provide a reasonable level of
information to the Stabilization Trust on the basis of the
Seller’s estimate.

Seller’s Offer Price for the Property as of the date of the
offering. The Stabilization Trust anticipates that the
Offer Price will represent an adjustment to the price that
incorporates several factors. The first factor is the
savings associated with using this transaction type
instead of a traditional market listing including: (1)
reduced sales and marketing costs, (2) avoided property
rehabilitation and maintenance costs, (3) avoided taxes
and insurance expenses, and (4) any other one-time and
holding costs avoided. The second factor is the benefit of
an expeditious sale in the specific local market (which
depending on the local market conditions may be a
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volatile and declining market with indeterminate holding
periods). The third factor is the impact on net present
value of receiving cash payments earlier than an
expected sale through traditional means.

Buyer understands that some calculations outlined above
may be proprietary and that the Seller may not be able to
disclose all adjustments to the Offer Price in an explicit
manner. The Seller will, at a minimum, indicate: (1) the
Estimated Fair Market Value, (2) the total of any
adjustments made to the sales price (and explicitly
outline which adjustments were and were not included),
(3) the estimated holding time had a traditional market
listing been utilized, and (4) the corresponding Total
Adjusted Sales Price.

Upon receipt of an offer from the Seller, the Buyer, through the
Stabilization Trust, will promptly respond [same day or next
business day] with an acceptance, counter offer, or declination.
The Seller will make a best effort to respond to any reasonable
counter offers during the First Look Period.

Upon acceptance of an offer from the Buyer through the
Stabilization Trust, Seller will sign the Stabilization Trust’s
standard form of purchase contract and provide reasonable
assistance to move diligently to closing [within 15 to 30 days].
It is anticipated that the acceptance of any offer made by the
Buyer through the Stabilization Trust will be to purchase the
property on an all cash basis.

Assuming the Buyer confirms its interest in the property and meets the
timelines associated with property inspection and response to offers,
the Seller will hold the property off the market and will not offer for sale
the property through any other sales channel.

As the Seller’s Offer Price (as outlined above) will be less than the
Seller’s Estimate of Fair Market Value, Seller will explicitly represent that
the Seller’s Offer Price is consistent with the provisions of the HUD NSP
Property Acquisition Guidelines (although the Buyer will need to
determine if the level of price adjustment is compliant with the
guidelines for their local program).

If the Buyer’s response to the Seller’s Offer Price (as outlined above) is a
counter offer, the Buyer will provide detailed information on the
rationale of such counter offer, which may include: (1) the information
associated with due diligence performed by the Buyer — for example,
the Buyer’s property inspection may have identified a structural issue
with the property (e.g. fault with foundation, etc.) that may have been
overlooked by the Seller’s property inspection, and (2) any material
differences in the property’s value relative to comparables identified by
a third-party valuation commissioned by the Buyer.
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National Community Stabilization Trust
REO Acquisition Program — Targeted Bulk Purchase Program

Appendix I

Objective and Overview of the
Targeted Bulk Purchase
Program

The Targeted Bulk Purchase Program seeks to facilitate the sale of
significant numbers of REO properties in targeted areas that are
currently for sale but have remained on the market for an extended
period or are otherwise distressed. Targeted Bulk transactions offer the
Buyers the benefit of reduced sales-associated costs as compared with
traditional market sales on a one-off basis.

Under the Targeted Bulk Purchase Program, Sellers will offer for sale to
Buyers, via the Stabilization Trust eligible properties within the identified
geographical area meeting the criteria provided by the Buyers through
the Stabilization Trust.

The Seller will provide the Buyer (a) physical access to the property for
inspection, and (b) the offer of a sale price for the property, which the
Buyer will promptly accept, decline or counter.

Additionally, the three parties (the Seller, the Buyer, and the
Stabilization Trust) will, prior to consummating transactions on individual
properties within a specific market / target area, establish a common
understanding of the local property market(s).

Procedures by Stabilization
Trust and its Stabilization
Trust Sponsors Prior to Offer
from Sellers under Targeted
Bulk Purchase Program

(same as First Look Program in Appendix | of the Acquisition Program
Guidelines)

Procedures for Seller Offering
of REO Properties and Buyer
Responding to Offer

The Seller will provide current listing of available properties within
[*] days of request from the Buyer via the Stabilization Trust.
This will include addresses, available inspection dates and other
available upfront property information.

The Buyer will indicate which of these properties they will move
forward with for inspection within [1-2 business days] of having
received the current listing of available properties.

The Seller will grant access to the properties for inspection by the
Buyer in accordance with standard offering procedures for a
period of [5] business days. This access will typically be
provided by the Seller’s agents. The Buyer will confirm which
properties they would like to receive an offer for from the Seller
by the end of the property inspection period.

The Buyer will be responsible for any preliminary property reviews
including formal or informal inspections during this property
inspection period. Buyer will be responsible for their own
determination of property values. This should be completed in
anticipation of the Seller’s first offer.

In establishing its offer price (“Offer Price”) to the Buyer through the
Stabilization Trust, the Seller will provide the following
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information:

I. Seller’s Estimate of Fair Market Value of the Property as
of the date of the offering. Seller will provide its
Estimated Fair Market Value, the methodology used to
derive the estimate (i.e., BPO, full appraisal, AVM, etc.),
and the date of the last update to said estimate.

Il. Seller’s Offer Price for the Property as of the date of the
offering. The Stabilization Trust anticipates that the
Offer Price will represent an adjustment to the price that
incorporates several factors. The first factor is the
savings associated with using this transaction type
instead of a continued market listing including: (1)
reduced sales and marketing costs (if any), (2) avoided
property rehabilitation and maintenance costs, (3)
avoided taxes and insurance expenses, and (4) any other
one-time and holding costs avoided. The second factor is
the benefit of an expeditious sale in the specific local
market (which depending on the local market conditions
may be a volatile and declining market with
indeterminate holding periods). The third factor is the
impact on net present value of receiving cash payments
earlier than an expected sale through traditional means.

lll.  Buyer understands that some calculations outlined above
may be proprietary and that the Seller may not be able
to disclose all adjustments to the Offer Price in an explicit
manner. The Seller will, at a minimum, indicate: (1) the
Estimated Fair Market Value, (2) the total of any
adjustments made to the sales price (and explicitly
outline which adjustments were and were not included),
(3) the estimated holding time had a traditional market
listing been utilized, and (4) the corresponding Total
Adjusted Sales Price.

Upon receipt of an offer from the Seller, the Buyer, through the
Stabilization Trust, will promptly respond [same day or next
business day] with an acceptance, counter offer, or declination.
Seller will make a best effort to respond to any reasonable
counter offers.

Upon acceptance of an offer from the Buyer through the
Stabilization Trust, Seller will sign the Stabilization Trust’s
standard form of purchase contract and provide reasonable
assistance to move diligently to closing [within 15 to 30 days].
It is anticipated that the acceptance of any offer made by the
Buyer through the Stabilization Trust will be to purchase the
properties on an all cash basis.

The Seller will typically not be able to hold the property off the market
until after confirming the receipt of an accepted offer from the Buyer.

As the Seller’s Offer Price (as outlined above) will be less than the
Seller’s Estimate of Fair Market Value, Seller will explicitly represent that
the Seller’s Offer Price is consistent with the provisions of the HUD NSP
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Property Acquisition Guidelines (although Buyer will need to determine
if the level of price adjustment is compliant with the guidelines for their
local program).

If the Buyer’s response to the Seller’s Offer Price (as outlined above) is a
counter offer, Buyer will provide detailed information on the rationale of
such counter offer, which may include: (1) the information associated
with due diligence performed by the Buyer — for example, the Buyer’s
property inspection may have identified a structural issue with the
property (e.g. fault with foundation, etc.) that may have been
overlooked by the Seller’s property inspection, and (2) any material
differences in the property’s value relative to comparables identified by
a third-party valuation commissioned by the Buyer.

019089/280001/1043824_4
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1325 G Street, NW, Suite 800 Washington, DC 20005-3100 p: {202) 220-2300 f: (202) 376-2600

SUMMARY OF THE NATIONAL COMMUNITY STABILIZATION TRUST’S
Reo AcQuiSITION PROGRAM GUIDELINES

WHAT IS THE NATIONAL COMMUNITY STABILIZATION TRUST’S REO AcQuISITION PROGRAM?

The REO Acquisition Program (“Acquisition Program”) was designed by the National Community Stabilization Trust
(“Stabilization Trust”) for the purpose of providing an efficient and cost effective mechanism for transferring
vacant and foreclosed properties directly from financial institutions including lenders, servicers, investors and
government-sponsored entities (“Sellers”) to potential purchasers qualified under the terms of the Acquisition
Program Guidelines applicable to certain targeted communities (“Buyers”).

How DoEs THE AcQUISITION PROGRAM WORK?

The Acquisition Program provides Buyers with either: (a) a right of first offer to purchase foreclosed / real estate
owned (“REQ”) properties on an on-going basis prior to such REO properties being offered for sale through
traditional REO sale channels or (b) a targeted bulk purchase program for purchasing significant numbers of
currently listed properties. Target areas for these acquisitions are generally located in communities heavily
affected by the foreclosure crisis, as determined by Buyers.

WHAT ARE THE BENEFITS OF THE ACQUISITION PROGRAM TO THE BUYER?

Buyers will have the opportunity to purchase foreclosed / REO properties before they are listed for sale through
traditional mechanisms and immediately after the completion of the foreclosure process at a purchase price that
reflects savings on expenses associated with prolonged holding periods and other Seller expenses. This also allows
Buyers greater control of stabilization efforts within their targeted areas. The Stabilization Trust and its sponsors
also provide various forms of technical assistance and sharing of best-practices.

WHo ARE ELIGIBLE BUYERS?

Buyers will be required to be prequalified by the Stabilization Trust and its sponsor organizations to participate in
the program. Eligible Buyers will typically be located in targeted communities particularly hard hit by the
foreclosure crisis, will have sufficient capacity to handle the acquisition of portfolios of REO properties, and will
have the ability to track market pricing.

WHAT IS THE MEMORANDUM OF UNDERSTANDING BETWEEN THE STABILIZATION TRUST AND BUYER?

The purpose of the Memorandum of Understanding (“MOU”) and related Acquisition Program Guidelines is to
clearly set forth the Acquisition Program’s expectations for the Buyer. They describe the standardized transfer
mechanism for offering, selling and closing on vacant REO properties provided by the Stabilization Trust, including
accepted procedures, timeframes and documents needed for such transfers. Additionally, they describe the
responsibilities and roles of the Stabilization Trust and Buyers in such transactions.
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WHAT ARE THE EXPECTATIONS FOR THE BUYER?

Buyers will be required to implement the Acquisition Program with the Stabilization Trust and be responsible for
the following activities to successfully implement the Acquisition Program within their Local Program covering the
applicable targeted communities:

e Ensure to the Stabilization Trust (and develop where necessary) the infrastructure for the management of
a large volume of properties, including rehabilitation plans, disposition strategies for the sale, marketing
and asset management of the properties.

e Demonstrate the ability to (a) conduct property inspections and property valuations and (b) schedule and
complete the transfer of the properties pursuant to the Acquisition Program buyer purchase agreements.

e Maintain and demonstrate on an on-going basis (a) the knowledge of the local housing markets, (b) the
ability to act promptly to offers from Sellers (i.e., the same day or next business day) with an acceptance,
counteroffer or declination, (c) the commitment to use a standardized valuation procedure developed by
the Stabilization Trust to promote quick and efficient transactions, (d) the ability to purchase property on
an all cash basis and (e) provide transaction process updates to the Stabilization Trust on a periodic basis.
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