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TERRY GODDARD PO
Attorney General é%ﬂ‘% 7
Firm Bar No. 14000

CHERIE L. HOWE DEC 46 2010
Assistant Attorney General T,

State Bar No. 013878 ﬁgﬁ SUCHABL K. BANSS, CLERK
NATALIA A. GARRETT A ) 5.gu

Assistant Attorney General gt LEPUTY CLERK
State Bar No. 023918

1275 West Washington Street

Phoenix, Arizona 85007-2997

Telephone: (602) 542-7725

Facsimile: (602) 542-4377

Consumer@azag.gov

Attorneys for the State of Arizona

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

STATE OF ARIZONA, ex rel.,, TERRY o
GODDARD, Attorney General and Case No: CY2010-033073
LAUREN W. KINGRY, Superintendent of
the Arizona Department of Financial

Institutions,
- VERIFIED COMPLAINT FOR
Plaintiffs, INJUNCTIVE AND OTHER RELIEF
V. (Unclassified Civil)

QUEEN CREEK MORTGAGE, LLC, an
Arizona limited liability company,

Defendants.

For its complaint, Plaintiff, the State of Arizona upon the relation of Terry Goddard,
Attorney General, and Plaintiff Arizona Department of Financial Institutions, by its
Superintendent Lauren W. Kingry, allege as follows:

INTRODUCTION

Defendant Queen Creek Mortgage, LLC (“Queen Creek Mortgage”) is licensed by

the State of Arizona as a mortgage broker and represents to Arizona homeowners that, for a
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fee in the approximate amount of between $3,500 (three thousand five hundred dollars) and
$5,500 (five thousand five hundred dollars), it can obtain substantial principal reductions on
homeowners’ mortgages through its partnerships with investors who will purchase the
homeowners’ mortgage notes at a discount and then pass some of the savings on to the
homeowners in the form of a lower mortgage payment. Queen Creek Mortgage further
represents that the likelihood of its partner-investors’ purchase of its clients’ mortgage notes
at a discount is somehow enhanced by the existence of federal programs that reimburse
mortgage lenders who sell “upside-down™ notes, i.e., notes for payment of debt on properties
whose current market value is less than the amount owed on the mortgage. Queen Creek
Mortgage provides potential clients with specific, projected results in the event that their
note is successfully purchased by a partner-investor, including significantly lower mortgage
payments and elimination of second mortgages.

While actively promoting its principal reduction program and projected results as |
described above, Queen Creek Mortgage fails to disclose to consumers that it does not have
any binding agreement with any investor to purchase its clients’ notes or to pass on any
savings to its clients, and that, moreover, none of its clients have obtained a principal |
reduction through its program.

Queen Creek Mortgage also fails to disclose that once it obtains a signed contract,
receives client fees, and compiles extensive financial information obtained from its clients,
that it forwards their files to Addvent Funding, LLC (“Addvent”), a Florida company, for
any remaining work on the client’s behalf.

The State alleges that Defendants violated the Arizona Consumer Fraud Act, Arizona
Revised Statutes (“A.R.S.”) §44-1521 et seq. and AR.S. §6-909 (prohibited acts by a
mortgage broker) by, among other things: actively misrepresenting the existence of
relationships with investors while failing to disclose that it had no binding agreement with

any investor whatsoever; referencing federal programs as a component of its principal
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reduction program without substantiation or basis in fact; activély representing specific,
projected results while failing to disclose that none of its clients had obtained a principal
reduction through its program; failing to disclose that after collecting fees and obtaining
financial information from its clients that it would then forward that information to an out-
of-state third party for all additional work and further, that the out-of-state company had no
contractual obligation to do any work on behalf of Queen Creek Mortgage’s clients.

JURISDICTION AND VENUE

1. This action is brought pursuant to the Arizona Consumer Fraud Act and Title 6,
Article 3, A.R.S. §6-121, ef seq. (Powers and Duties of the Department of Financial
Institutions) to obtain injunctive relief to prevent the unlawful acts and practices alleged in

this Complaint and other relief, including restitution, civil penalties, costs of investigation

and attorney’s fees.

2. This Court has jurisdiction to enter appropriate orders both prior to and
following a determination of liability pursuant to the Arizona Consumer Fraud Act and
Title 6, Article 3, AR.S. §6-121, et seq.

3. Venue is appropriate in Maricopa County pursuant to A.R.S. § 12-401.

PARTIES

4, Plaintiff Terry Goddard is the Attorney General of Arizona.

5. Plaintiff Lauren W. Kingry is the Superintendent of the Arizona Department of
Financial Institutions.

6. Defendant Queen Creek Mortgage, LLC is an Arizona lhimited lability
company whose principal place of business is in Mesa, Arizona and that is licensed by the
Arizona Department of Financial Institutions as a mortgage broker.

FACTUAL BACKGROUND

7. From July 1, 2010 to the present, Defendant Queen Creek Mortgage has

-3
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operated what it purports to be a principal reduction business in Mesa, Arizona, directed at
Arizona homeowners who owe more on their homes than the home’s current market value.

8. Queen Creek Mortgage charges homeowners fees in an approximate amount of
between $3,500 (three thousand five hundred dollars) and $5,500 (five thousand five hundred
dollars) for its principal reduction program.

9. Queen Creek Mortgage charges and/or receives fees from its clients for its
principal reduction program before the full completion of services contracted for by the
clients, or the full completion of the services that Queen Creek Mortgage represented would
be performed on behalf of its clients.

10.  Homeowners who participate in Queen Creek Mortgage’s principal reduction
program sign a written agreement between the homeowner and Queen Creek Mortgage.

11.  As of October 15, 2010, Queen Creek Mortgage had contracted with and
received payment from approximately 180 (one hundred and eighty) homeowners for its
principal reduction program.

12.  Since July, 2010 to at least late October, 2010, Queen Creek Mortgage sent
approximately 150,000 (one hundred and fifty thousand) direct mailers to Arizona
homeowners announcing a  “PRINCIPAL REDUCTION PROGRAM  PRE-
QUALIFICATION NOTICE” and directing the mailer’s recipient to call Queen Creek
Mortgage for program information.

13.  Since July 1, 2010 to the present, Queen Creek Mortgage has also advertised

its services on a website located at www.gemtg.com, a complete printout of which is

attached hereto as Exhibit One.

14.  Queen Creek Mortgage’s website directs homeowners who are interested in the
company’s services to call the company for more information.

15. Homeowners who contact Queen Creek Mortgage to inquire about the

company’s services speak to a company representative who describes Queen Creek

-
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Mo’rtgage"s program to the caller.

" Misrepresentations and Omissions Regarding Relationships with Investors

16 On the page entitled “About Us™ on its website, Queen Creek Mortgage states:
“Our team has partnered with a multi-billion dollar private investment group and we are
ready to assist you with a Loan Reduction Program.”

17.  In August, 2010, a Queen Creek Mortgage representative told a caller inquiring
about the company’s principal reduction program that the company “works with the investor
who will buy your loan.”

18.  In August, 2010, a Queen Creek Mortgage representative told a caller who had
previously inquired about the company’s principal reduction program that “the investor” had
informed the company that the caller was qualified for the company’s principal reduction
program.

19.  In September, 2010, a Queen Creek Mortgage loan officer/loan originator told
a caller inquiring about the company’s principal reduction program that the cailer’s funds
would be advaﬁced “to the investor.”

20. At all times relevant to this Complaint, Queen Creek Mortgage did not have
any binding agreement with any investor to provide funds for the purchase of the company’s
client’s mortgage notes.

21. At all times relevant to this Complaint, Queen Creek Mortgage did not have
any binding agreement with any investor to purchase the company’s client’s mortgage notes.

22. At all times relevant to this Complaint, Queen Creek Mortgage failed to

disclose to potential or active clients that it did not have any binding agreement with any

investor to provide funds for the purchase of any of the company’s clients’ mortgage notes.

23. At all times relevant to this Complaint, Queen Creek Mortgage failed to
disclose to potential or active clients that it did not have any binding agreement with any

investor to purchase any of the company’s client’s mortgage notes.

5.
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Misrepresentations Regarding Federal TARP Funds

24.  On its website page entitled “Principal Reduction”, under the heading “Queen
Creek Mortgage Announces Long Anticipated Principal Reduction Program”, Queen Creek
Mortgage states that “Federal Government Troubled Asset Recovery Program Funds (TARP)
....” are used to reimburse lenders who sell “upside down” mortgage notes at a discount.

25.  Queen Creek Mortgage sends potential clients who contact the company for
information about its principal‘ reduction program a two-page letter that starts “Dear
Prospective Clients” and then goes on to describe in detail a 2009 federal program called the
Public-Private Investment Program, a copy of which is attached hereto as Exhibit Two.

26.  Queen Creek Mortgage sends potential clients who contact the company for
information about its principal reduction program a copy of a July 8, 2009 press release from
the United States Department of Treasury regarding the design of the federal government’s
Legacy Loans and Legacy Securities programs, a copy of which is attached hereto as Exhibit
Three.

27.  Queen Creek Mortgage sends potential clients who contact the company for
information about its principal reduction program an information sheet about the federal
Public-Private Investment Program, a copy of which is attached hereto as Exhibit Four.

28.  Queen Creek Mortgage sends potential clients who contact the company for
information about the company’s principal reduction program a fifteen page document
entitled “Legacy Securities Public-Private Investment Program (Legacy Securities PPIP)
Additional Frequently Asked Questions (July 8, 2009)”, a copy of which is attached hereto as
Exhibit Five.

29.  In August, 2010, a Queen Creek Mortgage representative told a caller inquiring
about the company’s principal reduction program that “because of funds available that the
government set up . . . called TARP funds. . . [investors] can go to the U.S. Treasury and get

reimbursed.”
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30. In September, 2010, a Queen Creek Mortgage loan officer/loan originator sent
an e-mail to a caller who had previously contacted the company to inquire about its principal
reduction program that described payment options for the company’s principal reduction
program and included the admonition: “Remember, this program will only be available to
you while TARP funds are still readily available.”

31.  In September, 2010, a Queen Creek Mortgage loan officer/loan originator told
a caller inquiring about the company’s principal reduction program and, specifically, whether
he could “roll” his program fee into any new mortgage note that might result from the
program, that the homeowner could not, as it is a “federal program” and “they won’t allow
you to have a [sic] negative equity.”

32. Queen Creek Mortgage’s numerous representations that federal funds and/or
programs were related to its own principal reduction program, or would affect its clients’
ability to obtain a principal reduction though its program, were made without any
substantiation or basis in fact.

Misrepresentations and Omissions Regarding Program Results

33.  On the page entitled “About Us” on its website, Queen Creek Mortgage states:
“Our company offers a proven resolution to help homeowners remove the economic impact
of lost equity.”

34.  When prospective clients meet with a representative from Queen Creek
Mortgage to discuss the company’s principal reduction program, and before they sign a
contract, the representative prepares and presents them with a “Qualification Sheet” that
consists of information about the homeowner’s current debts and income, with “proposed”
new, lower mortgage payments and the projected amount the homeowner would save in
mortgage payments over five years, presumably as a result of a successful principal reduction
through the company’s program.

35.  In August, 2010, a Queen Creek Mortgage representative told a caller inquiring

-
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about the company’s principal reduction program that, if the caller obtained a principal
reduction through the company, the second mortgage on his property would go away “once
the loan re-sets.”

36.  In September, 2010, a Queen Creek Mortgage loan officer/loan originator told
a caller inquiring about the company’s principal reduction program that a successful
principal reduction would result in the caller’s loan being reset at current market value.

37. In September, 2010, a Queen Creck Mortgage representative told a caller
inquiring about the company’s principal reduction program that the program began in March,
2010, and that “our [Queen Creek Mortgage’s] first group [of client’s mortgage notes] will
reset this month and they’re Wells Fargo.”

38. At the time the above-described were made by Queen Creek Mortgage to
potential clients, none of Queen Creek Mortgage’s clients had obtained a principal reduction
through the company’s principal reduction program.

39. At all times relevant to this Complaint, Queen Creek Mortgage failed to
disclose to potential or active clients that it did not have a binding agreement with any
investor to pass on any principal reduction to the company’s clients in the event the investor
purchased the clients’ notes at a discount.

40. At all time relevant to this Complaint, Queen Creek Mortgage failed to disclose
to potential or active clients that none of its clients had obtained a principal reduction
through the company’s principal reduction program.

Omissions Regarding Out-of-State Third Party

41. Once a homeowner signs a contract with Queen Creek Mortgage, pays at least
part of the program fee, and provides extensive financial information to the company, Queen
Creek Mortgage forwards the homeowner’s file and information, along with a portion of his
or her fee, to an out-of-state third party named Addvent Funding, LLC (“Addvent”) for all

further work.
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42.  Queen Creek Mortgage requires all of its clients to sign a Lender Authorization
that designates specific Queen Creek Mortgage employees as authorized to communicate
with the client’s lender regarding his or her mortgage loan.

43.  Queen Creek Mortgage clients do not sign a contract with Addvent Funding,
LLC.

44.  There is no reference to Addvent Funding, LL.C in Queen Creek Mortgage’s
client contracts.

45.  Queen Creek Mortgage does not obtain its clients’ prior authorization to
forward their files to Addvent.

46. There is no contractual agreement between Queen Creek Mortgage and
Addvent that requires Addvent to do any work on behalf of Queen Creek Mortgage clients or
to protect any of the personal information it receives from Queen Creek Mortgage about its
clients.

47, At all times relevant to this Complaint, Queen Creek Mortgage failed to
disclose to potential clients that the company would be forwarding their files and a portion of
their fees to Addvent for all work subsequent to Queen Creek Mortgage compiling the
client’s financial information and receiving their fee.

48. At all times relevant to this Complaint, Quéen Creek Mortgage understood that
Addvent had not obtained, directly or indirectly, a principal reduction for any consumer.

49. At all times relevant to this Complaint, Queen Creek Mortgage failed to
disclose to potential or active clients that none of its clients had obtained, directly or
indirectly, a principal reduction through Addvent.

50. At all times relevant to this Complaint, Queen Creek Mortgage failed to
disclose to potential or active clients that Addvent had not obtained, directly or indirecily,
any principal reduction on behalf of any consumer.

51. On information and belief, Addvent’s actions in relation to Queen Creek

9.
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Mortgage constituted mortgage brokering and/or mortgage banking under Arizona law.

52. At all times relevant to this Complaint, Addvent was not licensed by the
Arizona Department of Financial Institutions as a mortgage broker or a mortgage banker.

53. At all times relevant to this Complaint, Queen Creek Mortgage was licensed by

the Arizona Department of Financial Institutions as a mortgage broker.

CLAIM FOR RELIEF

Count One - Consumer Fraud Act, A.R.S. § 44-1521, et seq.

Plaintiff re-alleges the prior allegations of this Complaint as if fully set forth herein.

54.  The Defendant engaged in the use of deception, deceptive acts or practices,
fraud, false pretense, false promise, misrepresentation, or concealment, suppression or
omission of any material fact with intent that others rely upon such concealment, suppression
or omission, in connection with its advertisement, sale or delivery of services. Such acts and
practices include:

a. While touting its “partnerships” with investors who would purchase its
clients’ mortgage notes from lenders at a discount and then offer those clients a
reduced mortgage payment based on the principal reduction on the note, failing to
disclose that Queen Creek Mortgage had no written or binding agreement with any
investor to provide funds for, or to purchase, its clients’ notes, with the intent that
potential clients rely on such omissions in deciding whether to pay Queen Creek
Mortgage for its program;

b. Representing that Queen Creek Mortgage’s principal reduction program
was somehow related to or enhanced by federal government programs or funds when
such representations were made without substantiation or basis in fact;

c. While representing projected, specific results to potential clients, {ailing

to disclose that it did not have a binding agreement with any investor to pass on any

-10-
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principal reduction to its clients in the form of lower mortgage payments and,
additionally, failing to disclose that none of Queen Creek Mortgage’s clients had
obtained a principal reduction through the company’s program, with the intent that
potential clients rely on such omissions in deciding whether to pay Queen Creek
Mortgage for its program, and;

d. Failing to disclose to potential and active clients that Queen Creek
Mortgage would send its clients’ files to an out-of-state third party that had no
contractual obligation towards the client and who had not obtained a principal
reduction for any of Queen Creek Mortgage’s clients, or any other consumer, with the
intent that potential clients rely on such omissions in deciding whether to pay Queen
Creek Mortgage for its program.

e. At all times relevant to this Complaint, the Defendant acted willfully, in
violation of A.R.S. § 44-1531.

Count Two — Violations of Morteage Broker Laws

Plaintiff re-alleges the prior allegations of this Complaint as if fully set forth herein.

55.  Queen Creek Mortgage’s actions in regard to its relationship with Addvent
violate A.R.S. § 6-909(B) that prohibits a mortgage broker from paying compensation to, or
contracting with, a person who is acting as a mortgage broker or a mortgage banker but who
is not licensed to perform such activities in the State of Arizona.

56.  Queen Creek Mortgage’s actions alleged herein violate A.R.S. §§ 6-909(L) that
prohibits a mortgage broker from making false promises or misrepresentations, or concealing
essential or material facts in the course of its business.

57. Queen Creek Mortgage’s actions alleged herein violate A.R.S. §§ 6-909(N)
that prohibits a mortgage broker from engaging in illegal or improper business practices.

58. At all times relevant to this Complaint, Queen Creek Mortgage acted

knowingly.

-11-
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PRAYER FOR RELIEF

Wherefore, Plaintiffs respectfully request that the Court:

I Enter a permanent injunction against the Defendant prohibiting it from
engaging in the unlawful acts and practices alleged in this Complaint and from doing any
acts in furtherance of such acts and practices, pursuant to A.R.S. §§ 44-1528;

2. Enter appropriate orders against the Defendant pursuant to A.R.S. §§ 6-131 and
6-137 to address the Defendant’s violations of mortgage broker statutes and regulations;

3. Order Defendant to restore to all persons any money and property acquired by
any unlawful means or practice alleged in the Complaint, as deemed appropriate by the Court
pursuant to A.R.S. §§ 44-1528 and 6-131(A)(3);

4. Order Defendant to pay to the State of Arizona a civil penalty of no more than
$10,000 for each willful violation of the Consumer Fraud Actl, pursuant to A.R.S. § 44-1531;

5. Order Defendant to pay the State of Arizona its costs of investigation and
prosecution of this matter, including reasonable attorneys’ fees, pursuant to A.R.S. §§ 44-
1534 and 6-131(C), and;

6. Such other and further relief as the Court deems just and proper.

RESPECTFULLY SUBMITTED this ég[_ day of December, 2010.

TERRY GODDARD
Attomey General

By: &/ (% // / fpanrr—
CHERIE L. HOWE
Assistant Attorney General

By: Wﬁf

NATALIA A. GARRETT
Assistant Attorney General
Attorneys for Plaintiff

-12-
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VERIFICATION

The undersigned hereby certifies that he is an investigator with the Arizona Attorney
General’s Office and in that capacity is authorized to make this affidavit on behalf of the
State; that he has read the foregoing Complaint and knows the contents thereof; that the facts
alleged therein are true to the best of his knowledge, information and belief, based upon
review of the documents and information available to him.

I declare under penalty of perjury that the foregoing is true and correct.

Frank Curatola
Special Agent
Office of the Attorney General

-13-
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Queen Creek NMortgage
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Abost Us « Queen Creek Mortgage 9/16/10 9:17 AM

About Us

Our Mission Statement: S
“Wa are commitied fo providing a high guality, long term relationship based customer !
service, to the citizens of the Southwest, thal are expetiencing negative equily, or are in
predatory adjustable rate mortgages, by delivering Impeccable mortgage services and
solutions, that are not currently being offered by refevant or competitive firms.

Originafing out of Queen Creek, Afizona, and now a succesful Mesa, Arizona based firm,
we provide programs designed 1o help consumers obtain refief with any debt, morigage, or
credit issues they are facing, With years of experience and a guarantee with al of our
services, our clients can count on the soliutions they need to get a fresh start, and the
security of knowing {hey will receive the solufions and services neaded to get them back on
frack.

Many Americans are in the market for a loan modification, but as you may know, i is nearly
impossible to receive a principat reduction through a standard Joan modification, Our team
has partnered with a multi-billton doliar private invesiment group and we are ready to assist
you with a Loan Reduction Program, If this sounds like the answer you have been waiting
for, then contact us so we can help you.

{
{
£
i
!
i
H
L.

Selling your home fo avoid foreciosure is not always the best solution. With our program, we can save your home and eliminate your negative equily by giving you &
Balance Reductioni Our company offers a proven resolution to help homeowness remove the economic impact of lost equity. We offer a free consultation with absolutely
no obligation whatsoever. Loan Reduction is an effective solutiont

The national mortgage delinquency rate is at an all-fime high. The current real estate crash and credit orisis have created a perfect storm affecting millions of hard-
working Americans. Families are struggling to pay their morigages, oftentimes for reasons bayond their contred.

Mariy families face foreclosure because their income is down and their morlgage remaing high, Not only is their credit being destroyed, but they stand fo lose the equity
they have worked so hard to buiid. To make matters worse, families are being evicted from their homes and at times a family breakup or divorce may become a likely

scenario. Those who have never faced such a joss are unable 1o imagine the emofional devastation. Virtually every community in the United States is feeling the effect of
the economic downturn. A Balance Reduction could be the answerl

http://gcmtg.com/about-us/ Page 1 of ]
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Principal Reduction

Queen Creek Mortgage Announces
Long Anticipated Principal Reduction Program

Mesa, AZ, May 21, 2010: We have afi been waiting for a morigage relief program designed for homeowners who are
making their mertgage paymenis and have fallen prey to the economic dewn turn of the housing and rrorigage
industries. Many responsible homeowners have taken the hit for those in their communities who have decided fo walk
away from their homes and responsibilities. Finally, there is a program for the responsible home owners who have
experienced a dramatic loss of valus in their hames at no fauit of their own. .

MPG's Principat Reduction Program is essenially & large scale Note Puschase program on the secondary market,
Here's how it works. Notes from upside down homeowners are grouped together in porifolios of 100 milfion dollar
biocks from their current lender. These portfolios of upside down morigages are hegotiated and purchased on the
secondary market by private investment groupe at a steep discount (lhe properties current marked value).

The originat lenders, often iarge nationwide banks, are reimbursed for the balance reduction amount by Federal
Government Troubled Asset Recovery Program Funds (TARP} and permanently remove a large group of potentially
woic assets from their balance sheets. The original lender realizes a large cash infusion and removes the high risk of
these assels entering the costly foreclosure process in the future.

In addition to removing all of their negative equity, the once upside down homeowner does not have any negative
impact on their cradit rating after completing the Principal Reduction Program. The old loan is noted on the
homeowner's credd report as "$0 balance™ “paid in full”,

The interest rate charged on the new30 year fixed loan will be slightly above current markel rates. Even with this
slightly higher interest rate, the monthly payments are almost always slaghed due {o the significant reduction in
principle, often several tens of thousand doltars are permanently eliminated from the homeowners cutstanding
mortgage balance.

Call us for more info at 480-320-2898, ne matier whal questions you may have!

http:/ fqcmig.com/principai-reduction/ Page I of



Mortgage gefinance « Queen Creek Mortgage 9/16/10 9:23 AM

Mortgage Refinance

What is Mortgage Refinance?

A refinanced mortyage is one Ia which & borrower pays down an old loan with a new loan. People who
refinance a morkgage tend do so to get a lower interest rate, lowering thetr payments or to take cash out of
their home equity.

Have interest rates allen? Or do you expect them to go up? Has your credit score improved enough so that
you might be eligibie for a lower-rate mortgage? Would you like to switsh info a different type of morigage?

The answers fo ihese guestions will influence your decision to refinance your mortgage. But before deciding,
you need to understand ail that refinancing involves. Your home may be your most vaiuable financial asset, so
you want to be careful when chopsing a lender or broker and specific mortgage terms, Remember that, along
with the potential benefits to refinancing, there are also costs,

When you refinance, you pay off your existing mortgage and create a new one. You may even decide o
combine both a primary mortgage and a second mortgage into a new loan, Refinancing may remind you of what i
you went through in obtaining your original mortgage, since you may encounter many of the same procedures—
and the same lypes of costs-the second time around.

:
|
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call us for more info at 480-320-2990, no matier what questions you may have!

fttp:/ /gemtg.com/morigage~refinanc/ Page 1 of 1



Short Sale « Queen Creek Mortgage 9716710 9:26 AM

Short Sale

We work with both Buyers and Seiler.

Seliers, we'li try to make your transaction as smooth and fast as possible so that you can meve on to
your next home while still making sure your property is priced correcily.

Our experiénced brokers can guide you through shor sale process of selling your home, we will take
the time to make sure you understand every step of the short sale transaction,

Due 1o the recent downturn in the real estate market and the rise in rafes on adjustable morigages,
many hemeowners are stuck with houses they cannot afford and are faced with the possibiiity of a
foreciosure. You may be abie to aveid foreciosure by negotiating a short sale with our help, These
special types of sales are & way for some owners to get out of a tough situation and are subject fo
lender approval, Each case Is different and not alt cases are approved. We recomimend you research
your optians and consult a real estate attorney and a fax expet to assess any iegai or tax
ramifications.

For Buyers and invesiors

Buyer's we'll help you fing the right property and negotiate the best deal. Rejocating from out of
state? No problem.

The market is down and there are Iots of homes in the market. This creates a fremendous buying opportunity right now for buyers and investors. The time to buy may
never be better. Prices are down and interest rates are very low. This credit crunch has created unbelievable opportunities for bargain hunters fo find that perfect home.
For those that are qualified and able o plrchase right now. We have that perfect mortgage for you. Contact us immediately if you are interested in taking advantage of
this speciat moment where everything has shifted in your favor. Call one of our specialists now 480-320.-2880.

hitp://gcmig.com/short-sale/ Page 1 of 1



Contact Us « Queen Creek Mortgage G6/16/10 9:26 AM

Contact Us

Your Name (required)
‘ : i

Your Email (required)

b

Subject

! i

Your Message

['send '}

http:f facmtg.com/ contact-usf Page 1 of 1



Map Us « Queen Creek Mortgage Q16010 9:27 AM

Map Us

Map is interactive, click and drag, or click “Directions” to get directions to our office.

View Larger Map

hup:/ fqemtg.com/map-us/ Page L of L
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Not Found

Sorry, but you are fooking for something that isn't here.

http:/ fgomtg.com/blog/ Page Lof 1



EXHIBIT TWO



Queen Creek Mortgage, LLC

>NV

e

Dear Prospective Clients:

We have all been waiting for a program designed for homeowners who are making their mortgage
payrnents and have fallen prey to the economic down turn of the housing market. Finally, there is a

program for responsible home owners who have experienced a dramatic loss of value in their homes at no
fault of their own.

In 2009 the Treasury Department, Federal Reserve, and the FDIC announced detailed designs for the
Legacy Loan and Legacy Securities Programs (Public-Private Investment Program or PPIP). The PPIP is
designed as part of an overall strategy to resolve the financial crisis as quickly as possible with the least
cost to th_e' taxpayer. As asset prices have been pushed to extremely low levels, obfaining private financing
on reasonable terms to purchase these troubled toxic assets has become increasing difficult, further
reducing the ability of financial institutions to provide new credit. The resulting uncertainty about the
valuz of these assets has also constrained the ability of financial institutions to raise private capital fo
reduce their balance sheets of these toxic and devalued loans so they can be sold. Using $75 to $100
billion in capital from Economic Emergency Stabilization Act of 2008 (EESA) and capital from private
investors ~ as well as funding enabled by the Federal Reserve and FDIC — PPIP will generate $500 biilion
in purchasing power to buy legacy assets, with the potential to expand to $1 trillion over time. By
providing a market for these assets, PPIP will help improve asset values, increase lending capacity for
banks, and reduce uncertainty about the scale of losses on bank balance sheets - making it easier for
bariks to raise private capital and replace the capital investments made by Treasury.

The PPIP will have two major components - securities and loans. The Legacy Securities program will
target commercial mortgage backed securities and residential mortgage backed securities, and the Legacy
Loan Program is designed to attract private capital to purchase eligible legacy loans and other assets from
participating banks through the availability of FDIC debt guarantees and Treasury equity co-investments.
The terms of funding provided by both parts of the PPIP, including fees, will be set in a way that is
designed to limit the risks faced by U.S. taxpayers while still meeting the objective of generating new
demand for legacy assets. In addition, those participating in the program will be subject to a significant
degree of oversight to ensure their actions are consistent with the objectives of the program.

Under this program, Treasury will invest up to $30 billion of equity and debt in PPIFs established with
private sector fund managers and private investors for the purpese of purchasing legacy securities. Thus,
Legacy Securities PPIP allows the Treasury 1o partner with lending investment management firms in a

way that increases the flow of private capital into these markets while maintaining equity “upside” for
U.S. taxpayers.

Initially, the Legacy Securities PPIP will participate in the market for cormmercial mortgage-backed
securities and non-agency residential mortgage-backed securities. Each pre-qualified Legacy Securities
PPIP fund manager had 12 weeks to raise at least $500 million capital from private investors for the PPIP.
The equity capital raised from private investors will be matched by Treasury. Each fund manager must
have a minimum of $10 billion (market value) of eligible assets under management.
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Queen Creek Mortgage, LLC

Our Principle Reduction Program is essentizlly a large scale Note Purchase program. This program allows
homeowners who are significantly upside down on their mortgage to permanently eliminate the negative
equity that they are now experiencing and have their loan re-set at their homes current market value.

The homeowners will benefit by having a new 30 year fixed loan at their properties current market value.

Their current negative equity is permanently eliminated and the homeowner realizes an even or positive
equity position on their property.

Here's how it works. Notes (mortgages) from upside down homeowners are placed in mortgage pools
valued at one hundred million doilars for a large scale purchase from their current lender. The pools of
martgage loans are then purchased by a Private Investor Group approved by the US Treasury Department
at a steep discount. The Investor Group now the new owner of the Note (mortgage) immediately reduces
the outstanding loan balance to market value and reissues the previously distressed homeowner their new
note (mortgage) at their homes current market value,

The original lenders (investors), often large nationwide banks & Wall Street investors, are reimbursed by
the US Treasury for the deficiency balance and permanently remove 2 large group of potentially

nonperforming assets from their balance sheets, The original lender realizes a large cash infusion and
removes the high risk of these toxic assets.

In addition to removing all of their negative equity, the once upside down homeowners will not have any
negative impact on their credit rating after completing the program. The old loan is noted on the
homeowner’s credit report as “30 balance paid in full".

Homeowners monthly payments are almost always slashed due to the significant reduction in their loan
balance, often tens and even hundreds of thousand dollars are permanently eliminated from the
horneowners outsianding mortgage balance.

Homeowners do not need to be late or behind on payments and admission into the Principle Reduction
Program is not based on the homeowner’s credit rating, Homeowners are not required to qualify based on
any hardship as would be the case if they were applying for a loan modification.

How long this program will last is unknown, but for the time being there is finally a solution for
underwater mortgage holders in an environment that has up to this point offered absolutely no options.
Seize this opportunity and take advantage of this program immediately.

Sincerely,

Layne Dodd
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Joint Ststemoent by Secretary of the Treasury Timothy F. Geithner,
CHafrman of the Board of Governors of ihe Federal Resarve System
BEen 8, Bernanke, and Chairnign of the Pederal Deposit Inserance Corporation

Sheils Belr an the Legacy Assel Programs

To view the Laifer of irdent and Term Sheels, please visit ok,
To view the Conffiot of Inferss! Rides, pleass visll ik,
Tes wiews the Lepasdy Securifies FAQS, ploass visd fitl.
the Financkyd Sfability Plan, snacuaced in Febreary, ouliied a frasvrewars fo bring
capifal info the financial syslem.and addiess the probiem of legsey sl satalg-
relstadd agsels.

O Maroh 28, 2008, ihe Treasusy Department, the Fedarsl Regserva, and the FOIC
announned the detalled designs for the Legaty Loaw and Legasy Secwrlties
Programs. Skce that asnouncemesnt, we huve besh wasrking folrithy To pist iy place
it operefionst structure for these prograims, Including sefting guidetines fiz ensure
that the fexpayer is adgguately profected, addisssing corapansation mallers,
seffing program padticipation fidls, snd esteblfshing siringant soplint of inferest
ruiss and progedures. Recently refeasad rules ore defalisd separately ir the
Summary of Conflicts of inferes? Rules and Ethicel Goldelines,

Today, ihe Treasury Department, the Federsl Reserve, and Ihe FOIC arg pleasad
s dhosoribe the continued plogreas dn implementing thase progranis inchuthing
Traasury’s faunch of the Legacy Sectiifes Public-Privete tvestmend Brogran.

Finsneist market condiicas hava improved since e sorly part of s year, and
many financiel institutions have ralsed substendal amotnlts of caplisl s & Buiffar
susinst weaker than sxpecled coonomip condilions, Whils yftization of legany
neest programs will depend on how scfiisf economic and frpnciaf market
conddifions evolve, fhe programs are capabie of being quicily supanded I these
sondilons deferorate. Thus, witiie the programs wit initiafly be Inodest in size, we
are mrepared {0 expand the amount of lesourses comimiited (& these programs.

{ egacy Securftios Program

The Legacy Securities pragram is designed fo support mariel funniorsing and
faciitate price discovery in the assebbacked secunities miarkats, affowing banie and
oiter financial institations fo re-deploy cepital and exfend new credi o househclds
and businesses. improved marked Relion and increased prcy dissovery should
serva to reinforce the progress mads by (1.5 financial instizions in miving privale
capital in the wake of the Supervisory Capital Assessment Progra (SCAP)
completed in May 2008,

The Legacy Sscuifies Prograrm vonsists of two relafed parts, each of witich g
desigred o disw privafe capiial info thess marteds.

Legacy Securities Public-Privals iovestment Progran ("R

Undar ihis grogram, Treasury wifl invest up fo $3C fifffon of equity and st ity

https:/ivewew. ireas.gov/pressireleases/tg 200 him 873072010
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PRIE esinblished with povats secior fund menagers and privals investors for the
pramsoss of purthasing legacy socurifies. Thug, Legacy Seowiilipg PRIF alows tho
Treasiy fo pariner with leading inveslment management Tons o o way ihat
increases the flow of private capital info fhese mansts while meinteiing eguily
upside for US faxpayers.

intlatly, the Legacy Secudffes FPIP wilf pariiciete I five market for cornnercial
moripage-hacked securifies and nor-agency resideniial roorigage-backed
securities. To quelify for purchase by a Legacy Secwifies PPIF, these secinilies
st have heen issvod pricr o 2008 end bave orighvally been rated AAA -~ or an
sepdvatent rating by two or more nationally recognized slatisticsl rading
prisgrizations — vithout ratings enhencement grd must b secwsd diracily by the
aoival modgage foans, leases, or ofber assely ("Eligi Assels),

Foflowing a comprabensive we-montl applivaion evilietion and saigalion
srocess, during which over 100 unigue spplivations to paricipals in Legscy
Securites PPIP wers roceived, Treasury hae pro-gralifed the fllowdng s (n
alphabetical order) lo participate as furd managers in the inilal round of thes
pagran

v AlfanveBemsten, LP and ifs sub-advisors Greenfield Pariners, LLT and
Rialta Capital Manegemant, LLG;

v Angelo, Gordon & Go., L. and GE Ceplial Resf Dstale;

< fiaokRock, e

v nvases Lid,

r Marathon Assel Management, L.

©  Oakirse Capial Marsgsmant, LP,

« Bl Wesiem Assel Mamagement, L

v The TOW Group, e, end

« wellington Maragemsnt Gomgsany, LLE

Freasury evaluated these applivefions according to asfalished criteda, holuding:
{it damonsirated capaclly & ralgs at least $960 miliort of privats capiag (i}
damonsirated experencs investing in Eigible Assels, invluding through
purformanse frack racords; (fify i mimmum of £90 hiign (st value) of Efigiiie
Assets urder managerent; (v} demonstrated oparational capaclly o ARENEQE the
Legacy Secoriies FPIP funds iy 8 manner sonsistant with Treasty's staled
investment Objective while also protecting fexpayers; and {iv) hesdouarered in e
United States. To ensure robust padicipaian fy both smalf and farge fms, hese
orileria wers evaluafer on & holislic bests and faliure fo mest any one citarion gt
a0t necessanly isqualily sn appicalion,

:

Each Legavy Securiilss PPIP furdd maoager Wil reteis an sgust aliocafion of
capital fram Tressury, These Legacy Securlfes PRIP lund managers have alse
established meaningful perinership roles for small-, veleran-, Frviority-, and wornen-
aumned businecses. These roles includs, among others, gssel management, capitat
refsing, broker-desfer, tnvesiment sourcing, reseamh, atfnory, cash management
and fund sdminisiration servicas, Collectively, the nine pra-guaiified PPIP urd
manaters have ostablished 10 unigue relefionshipg win fpading smaf-, veleran-,
minonity-, and women-pwned financief services husinzeses, loosted in fve differen!
siates, pursuani fo the Legaoy Secwiffes PRIF. Morsover. 85 Treasury pravicushy
anrouncad, smalk, valemn-, minoriy-, and women-awned bugitesses will continue
io have the opporfunily fo parfner with selected fund reanagers Folfowing pog-
gueification. Set forth befow I & list (i alphabatical order} of ihe esiablished
srmglle, veteran-, minoty-, and women-owned Beisinpssns parnershios

¢« Advent Dapitel Menagernent, LLG

» Alfura Capfial Group LLG

© Amciic Slope Reglongl Comporatior

v Adtania Life Firancial Sroup, Ihrough s subsidiary Jeckson Swourities LLG;
v Blavigok Robert Yan, LL.G.

«  CasteOak Securifies, L&

© fturiel Siebart & Co., In

«  Pari ddadizon Ferfners LEC

©  The Williams Caplial Group, LP.; ant

ity Aweww dreas. govipress/relensesfig 200 him 83072010
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e

* Uenidaiy Capifal Managamant.

inn addfion (o the evaluatfon of applicetions, Treastery has conducted logs),
goriance and busingss dus diigaice on gach pre-qualifed Legecy Saquifies
PR furrd manager. The due diifpence process encompassed, amonyg other
hivgys, In-person nmanagement preseniations aml Inffed perfner reference calls.
Treasury bas pagotiated eouify and debf fern shepis (ses allached ik for the
teems of Treasury's equily and debd investments In Hie Legacy Seouriies PPIP
fundis} for vach pre-gualified Legaoy Securifies PPIR fund managsn Treasury will
continge 1o aegofiale fnsl docurmaniation with each pre-qualiffed fund manager vith
ihe expectadion of announcing & Fret closing of & FPIF i1 sanly August,

Eactr pre-guatified Legacy Sscurftieys PRIF furd maoager wilt higve oy fo 12 weaks
fo raise af Joast $500 milflorr of capital from pitvals fnvesfors for the PRIF. The
sty capital rafsed from privels Invesions wiltf be matehed by Tresgury, Each pre-
qualisd Legacy Saculies PRIF fupd menager wilt stso invest a minfum of $20
seilion of firm capital info the PRIF, Upon ralsing this privele capital, pre-geialiffed
Legacy Securities PPIF fund menagers cant hagl purchasing Higible Assels,
Troasury will also provide debt Rnenclng up fo 100% of the tofed equilly of the PPHE
frr wdditicn, PRIFs will be able o obfain dett francing raised from wivals sources,
and teverdge fhrough the Federal Feserve's end Treagury's Term Asset-Backed
Securities Loan Facility {TALF), for those assels efigihile for thal program. subjest le
fotal foverage Bmifs and covenants.

Legacy Securifies and the Term AssebBacked Seowifies Loen Faailily

On May 19, 2003, the Federsf Reserve Board armonend thal, slarfing fo July
2008, certain high-gualily commersiel mungnge-backed secuntiss fasuad beftre
Janusry 1, 2009 Megaey CMERY wotdd become oligibie coliglery! undsr the TALF.
The Faderal Reserve and the Treasyny also continug (o assess whalhar lo expend
TALE fo include legacy rosidestisf rmongaga-hatked seouifes a3 an eligtile assal
clsss.

The CHMBS marad, which has naneed appreximelely 20 pareent of aoiglandiog
cormmersial motgagss, inchuding morigages o offfoes sud mulihfally residential,
refadl and industrial properifes, came &0 & standsiit in min- 2008, The axtension of
sligiie TALF colleiana! o ielude legzoy GHMBS fs intended fo promole price
diveang s uoidity for legacy CRIBE. The snnouncements aboul the advepiante
of GBS 88 TALF noffateral ere alrsady having & notabfe impect on matheds &
shinibie sacurting

Legasy Loan Prograny

I order fo helo cleanse hank belanoe shesls of fioubled legacy loans and reduce
the overiang of uncerainly agsociafed with these gsasls, the FDIC and Treasury
designed the Legacy Loan Program slongsids the Legacy Secuniies FRIP.

The Lagaoy Loan Program fs intented o boost pifvate demand for disiressed
assols and faciliate market-priced salss of bouliad assals. The FINC wauld
provide oversight for the Formahon, funding, arid operaficn of 8 number of vehiclss
that will purchase tirese assels Fom banks or divectly frum the FDIC. Privete
wivestors would invest equify capifs! and fhe FINC will provide a guarehise for debl
financing issusd by hese vehioles to fund asset purshases. The FDIC's guaraniee
wogkd e colleteralized by the purchased asssts. The FDIC would reoelve 2 fee in
refiam for Be guaranfes.

G Barch 26, 2008, the FDIC sanaunced # comment pariod for the Legasy Loan
Brogram, and has now incorparsted s fepdbacl inf the design of the progrem.
The FIMC hag anpouriced Haf i will test (he funding mechealam contemplaied by
the LLF in & sale of receivershin assefs fivs summer. This fupding mechanism
traws tpon coroepts successilly emplayed by the Resolufior: Tmst Corporalion i
the 18868s, wivch rovtinely sssisiad in fhe Francing of ansel seles frough
rasponsible use of feverage. The FDIC expacts fo solic bids for this safe of
recaiversiip assais in July. The PDIC remaing committed to buifding & suocossis

bt wwsy reas. govipressfrelenses/tg200. him B/30/2010
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Liogacy Loan Program foropen benks and will be prepered fo offer it in the fulure a3
nesded fo cleanse hank bafance sheets and bolster thair shifity o stpport e credit
rgats of the sconomy. in addition, the FOIC will confinue i wook on ways (o
incraags the wiifization of this program by open henks and invesiors.

hitp:// wyrw tress.gov/press/releases/tg200 htm 3072010
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Public-Private Investment Program

Sponsor: Treasury

Summa:y Purchase of toxic mertgage-related securities

- Originally two programs: Legacy Lozns Program and Legacy Securities Program

« FDIC is developing & Legacy Loans program for receivership assets and will
taunch a program for open insiihstions if needed

+ Focus now on Legacy Securities Program

+ Treasury to invest up to $30 billion

+ Indicative Terms and Conditions have been published and fina} agreements with
managers are being negotiated :

» Purchases will be made through Public-Private Investment Funds, or PPTFs

« Treasury defails ati waw, finangialstabiliiv.gov.himl

« TALF details at: WWWew vo;kl'ec] orgmmrk falf

£htmi

« Haveupfo 12 weeks to rmse $500 milliph

s Treasury wiil match snity ivestments

. Managar niust invest $20 million mitinmira of
capital (max 9.9%) '

+ Current managers:

' . Ehgsbie Seilers “Fmancial Ingtirufions” defi
o Instititions subj regulatton

silould q&ah o
o Institutions o o Alliance Berhstein (Wlth Greenfield Partn
limited exceptivn: if for and Rialto Capital Mgemt)
fi]]a_ﬁc]ng anda SﬂbSEun‘n o Az}gelo Gordon with GE Cap1ta1 Real
prudenh“.ﬂ action- Estate
o BlatkRock
P o Imvesco
ko . 1”311g1b1e Asse o Miarathon Asset Mgmt
: Jarmeary 1, 2009, ongma Hyrated:AA o Ogktree Capital Mgt
: secured by asset predommantly 0%) in US o RLJ Western Assét Mgt
: derjvatives) o The TCW Group
L ' o Wellington Managerment Co.

& Must retam (1) valuation ageni for market valil

" or reg&stered m'oney market
-,ebhga’aons ]

admnustrater for reperti_ng

Fund Maaagement Debt Financing
»  Drawdowns: Capital commitinejits called pro rata( .
with misimum dragwdown of 10% of capital
corninitient with roinimum of 10 days notice-
»  Heinvestment pefmiited; however, proceeds
distributed o Treasury caniiot b retalled
L.  Tivestment period {r évolving period) permits
reinvestment of proseeds; thereafter, proceeds £0°
repay debt and mizke allocations fo investors
«  Distributicns (prlonty of payments):
o Expenses
o Payments on pénnitted interest rate hedges (if.  *

.any)

£rom Treasury

szl fp 2.5%
falf Turn Blection (no change to warrant %)

_\a: y débt permitted (e.g., TALF loans)

o Current interést e ] 'g- throuigh financing SPVs wing récourse to PFIP
o Interest Reservé Account & lle]
o Repay principal to satisfy Asset Coverage Tést. 13 st
o Barly termination payments finder permitted I gbt): Pridie+ 1.00% or LIBOR + 2. 00%
interest rate hedges (if any) ’ arty debt): Prife or LIBOR + greater 6 2.005 and 100.
o Purchases of asets during [ivestment Period- I“Ed average 313131103513 margin of third party debt
o Capped distsibutions to parthers begummg :

Tanuary 2010
Repayment of principal
o Distributions to pariners

r il a‘nd j
225%1f Half Thifii Election, 150% if Full Thimi Election

Bome Affyrdable Modil Regquirements
«  Asset Managers agreed to conséiit; on behalf of ik «  Executive compensafion restrictions w1
modifications not apply to PPIP manggers or invest
«  Where PPIP zcquires. 100% of RMBS posl, wzlL »  Fund manager must comiply with kiio
according to HAMP your-customer aiid AML and federal”

securities laws screenifig requirem

FOERSTER

Updated: July 21, 2009
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Legacy Securities Public-Private Investment Program (Legacy Securities PPIP)
Additional Frequently Asked Questions
(July 8, 2009)

Set forth below is an update to the FAQs released on May 13, April 21, April 6 and March 23,
2009 (included as Exhibits A, B, C and D, respeciively). Treasury anticipates providing updated
FAQs throughout the Legacy Securities PPIP process. Any subsequent updates shall supersede
previously released FAQs as applicable.

How did Treasury select the nine pre-qualified Legacy Securities PPIP fund managers?

Treasury received over 100 unigue applications to participate in the Legacy Securities PPIP.
These applications were evaluated according to established criteria, including: (i) demonstrated
capacity to raise at least $500 million of private sector capital; (i) demonstrated experience
investing in Eligible Assets, including through performance track records; (iif) a minimum of
$10 billion (market value) of Eligible Assets under management; (iv) demonstrated operational
capacity to manage the Funds in 2 manner consistent with Treasary’s stated Investment
Objective while also protecting taxpayers; and (v) headquartered in the United States. To ensure
robust participation by both small and large firms, these criteria were viewed on a holistic basis
and failure to meet any one criterion did not necessarily disqualify an application.

Tn addition to the evaluation of fund manager applications, Treasury has conducted legal,
compliance and business due diligence on each pre-gualified Legacy Securities PPIP fund
manager. The due diligence process encompassed, among other things, in-person management
presentations and limited partner reference calls. Treasury has negotiated equity and debt term
sheets (please see FAQ below tifled “What are the terms of Treasury’s equity and debt
investments in a PPIF?”) for each pre-qualified Legacy Securities PPIP fund manager. Treasury
will continue its due diligence during final documentation and expects the first closing to take
place in early August.

How will small-, veteran-, minority-, and women-owned businesses participate in the
Legacy Securities PPIP?

Pre-qualified Legacy Securities PPIP fund managers have established meaningful partnership
roles for small-, veteran-, minority-, and women-owned businesses. These roles include, among
others, asset management, capital raising, broker-dealer, investment sourcing, research, advisory,
cash management and fund administration services. Collectively, the nine pre-qualified Legacy
Securities PPIP fund managers have established 10 unique relationships with leading small-,
veteran-, minority-, and women-owned financial services businesses, located in five different
states. Moreover, as Treasury previously announced, small-, veteran-, minority-, and women-
owned businesses will continue have the opportunity to partner with selected Legacy Securities
PPIP fund managers following pre-qualification.

How did Treasury develop conflict of inferest rules for the Legacy Securities PPIP?



Treasury’s conflict of interest rules are the product of a rigorous and thorough development
process that included extensive interaction with the staff of the Special Inspector General for the
Troubled Asset Relief Program (“SIGTARP”), as well as with prospective Legacy Securities

PPIP fund managers and the compliance professionals at the Federal Reserve Bank of New York
(“FRBNY").

et forth below is a summary of the process Treasury followed fo investigate and mitigate actual
and potential conflicts of interests that could affect a Legacy Securities Public-Private
Investment Fund (“PPIF”). This process was conducted in connection with the evaluation of
Legacy Securities PPIP fund manager applicants. Treasury worked closely with the SIGTARP
in this process, which included the following steps:

« Treasury required applicants to identify all conflicts of interest and how they would
adopt to avoid or mitigate those conflicts in its publicly-released application for
prospective Legacy Securities PPIP fund managers;

s Treasury assessed each potential Legacy Securities PPIP fund manager’s response for
thoroughness (noting any deficiencies) and identified best practices with respect to
governance and conflicts mitigation controls;

» For those applicants selected as finalists, Treasury developed extensive legal and
compliance diligence questionnaires that addressed detailed questions regarding
governance and conflicts of interest issues, including:

o Internal audit methodology, accounting policies/procedures and internal
controls; '

o Mechanisms in place to identify, track, eliminate, mitigate, and monitor
organizational and personal conflicts of interest;

o Policies and procedures regarding affiliates, “roundtripping,” valuation, trade

allocations and proper handling of material non-public / sensitive information;

o Responsibilities, authorities and independence of the Chief Compliance
Officer; and

o Other governance and management policies and procedures.
e Treasury evaluated the responses of cach finalist for thoughtfulness, feasibility and

completeness and benchmarked these responses across several key compliance and
conflicts related metrics;

o Treasury then compiled subsequent Jegal, governance and conflicts of interest
questions for each finalist, as necessary; and



o Treasury discussed several key questions with finalists during in-person presentations
made to Treasury. A representative from SIGTARFP was invited to attend and
observe and was present at most of these meetings.

After completion of the evaluation process, Treasury held nurnerous discussions focused
specifically on conflict of interest issues with representatives from potential Legacy Securities
PPIP fund managers; the SIGTARP team; and FRBNY staff, including FRBNY s Chief
Compliance Officer, several professionals in its compliance and risk departments, and several
individuals responsible for administering various governance-related portions of FRBNY’s
recovery programs.

This process resulted in the development of conflicts of interest standards and procedures that
Treasury believes will ensure that the Legacy Qecurities PPIP can attract private capital and
investment expertise to markets that have been substantially frozen for many months and protect
taxpayers’ interests at the same time.

How much time will pre-qualified Legacy Securities PPIP fund managers have fo raise
capitai?

Each pre-qualified Legacy Securities PPIP fund manager will have up to 12 weeks to raise at
least $500 million of capital from private sector mvestors for the PPIF. The equity capital raised
from private sector investors will be matched by Treasury (up to certain limits). Bach pre-
qualified Legacy Securities PPIP fund manager will also invest a minimum of 520 million of
firm. capital in the PPIE. Upon raising this private sector capital, pre-qualified Legacy Securities
PPIP fund managers can begin purchasing Eligible Assets.

‘Will retail investors be able to invest in PPIFs?

Treasury believes that appropriate retail participation (both indirectly through public pension
fund investors and directly through individual investors) would enhance the Legacy Securities
PPIP primarily through increased capital availability to purchase legacy assets which will help to
increase liquidity and functioning of markets for these securities. Treasury has encouraged fund
managers to propose structures that enable retail investors to participate in the Legacy Securities
PPIP. Auny such participation must be structured to comply with applicable securities laws and
requires approval by the Securities and Exchange Commission.

Are foreign institutions eligible to participate in the Legacy Securities PPIP?

The goal of the Legacy Securities PPIP is to improve the health of financial institutions through
removal of legacy assets from their balance sheets and by lelping to increase the liguidity and
functioning of markets for these securities. In order to achieve this goal, Treasury seeks broad
participation in the Legacy Securities PPIP from both U.S. and foreign institutions. Set forth
below are eligibility requirements for sellers of Eligible Assets to a PPIF, Legacy Securities PPIP
fund managers and passive private PPIF investors:



o Sellers of Eligible Assets to a PPIF: Eligible Assets may be purchased solely from financial
institutions from which the Secretary of the Treasury may purchase troubled assets pursuant
to Section 101(a)(1) of the EESA. Generally, sellers of Eligible Assets must be established
and regulated in the U.S. (including territories or possessions of the U.S.) and have
significant operations in the U.S. Any central bank of, or institution owned by a foreign
government generally cannot be a seller of Eligible Assets. However if foreign governmment
ownership of otherwise Bligible Assets results from extending financing to financial
institations that then failed or defaulted on such financing or from other prudential action that
results in government ownership of a financial institution, such assets remain eligible for sale
to a PPIF.

e Leeacy Securities PPIP Fund Managers: Legacy Securities PPIP fund managers must be
headquartered in the U.S., but its ultimate parent company need not be headquartered in the
U.S. For purposes of this criteria, “headquartered” means the Legacy Securities PPIP fund
manager is established, licensed, and maintains a commercial presence in the U.S.

s Passive Private PPIF Investors: Treasury seeks broad investor participation from both U.S.
and foreign investors in the Legacy Securities PPIP to maximize the program’s impact on the
liquidity and functioning of markets for legacy securities. As such, there is no limitation on
foreign investor participation. However, any private investor in a PPIF will be subject to a
maximum invesiment of 9.9% of the PPIF.

What are the terms of Treasury’s equity and debt investments in a PPIF?

Treasury has negotiated equity and debt term sheets with each pre-qualified Legacy Securities
PPIP fund manager. Term sheets for Treasury’s equity and debt investments in the PPIFs can be
found at http://www.financialstability. gov.

How will Legacy Securities PPIP interact with the Making Home Affordable Program?

Subject to its analysis and judgment and the overall objective of maximizing the value of the
PPIF's investments and the Legacy Securities PPIP fund manager's fiduciary duties, Legacy
Securities PPIP fund managers that acquire interests in securities backed by residential morigage
Joans in the PPIF have agreed (i) to consent, on behalf of the PPIF, to reasonable requests from
servicers or trustees for approval to participate in Treasury’s Making Home Affordable Program
(“Making Home Affordable”), or for approval to implement other reasonable loss mitigation
measures (including, but not limited to, term extensions, rate reductions, principal write downs,
or removal of caps on the percentage of loans that may be modified within the securitization
structure) and (i) where the PPIF acquires 100% of the residential mortgage backed securities
that are backed by a particular pool of residential mortgage loans, to instruct the servicer or
irustee of such securities, if such servicer or trustee is participating in Making Home Affordable,
to include such pool of residential mortgage loans in Making Home Affordable. The General
Partoer shall only be required to so consent, or instruct (as applicable) if it receives reasonably
requested information from the servicer or the trustee (as applicable) and access to appropriate
individuals at the servicer or the trustee (as applicable) which allow the (General Partner to make
an independent analysis that the consent or instruction (as applicable) is consistent with the
General Partner’s duties to the partnership. For the avoidance of doubt, PPIFs are eligible to



receive their share of any standard investor subsidies payable to them under Making Home
Affordable and Treasury’s Home Affordable Modification Program.



EXHIBIT A

Legacy Securities Public-Private Investment Funds (PPIFs)
Additional Frequently Asked Questions
(Update to FAQ released on April 21, 2009)

When will Treasury Announce Pre-Qualified Fund Managers?

Treasury has begun the process of due diligence with the initial round of fund managers it is
seeking to pre-qualify as Legacy Securities PPIP Fund Managers. The due diligence process
includes the following steps:

o Legal, compliance —including conflicts of interest mitigation — and operations diligence
Fund manager presentations on investment process

]

Reference calls

Negotiation of equity and debt term sheets

Prior to pre-qualification, Treasury expects to have signed term sheets. Once the term sheets are
executed, Treasury will announce the names of the pre~-qualified Fund Managers and we expect
that announcement to take place in early June. Once a Fund Manager is pre~qualified, it can
begin raising the expected minimum of $500 miliion in private capital that will serve as the
investment that, pending further approval, will be matched with taxpayer funds. As we have
stated previously, Treasury anticipates potentially opening the program in the future to additional
Fund Managers, which may result in a lower minimum private capital raising requirement and /
or additional asset classes.



EXHIBIT B

Yegacy Securities Public-Private Investment Funds (PPIF%)
Additional Frequently Asked Questions
(Update to FAQ released on April 6, 2009)

Will the Legacy Securities PPIFs be subject to executive compensation restrictions?

Treasury developed the PPIP to leverage private sector resources and expertise for purchasing
legacy assets and the TALF with the Federal Reserve for funding legacy assets. Executive
compensation restrictions will not apply to asset managers oz private investors provided the
PPIFs are structured such that the asset managers themselves and their employees are not
employees of or conirolling investors in the PPIFs, and other investors are purely passive.



EXHIBIT C

Legacy Securities Public-Private Investment Funds (PPIEs)
Additional Frequently Asked Questions
(Update to FAQ released on March 23, 2009)

Update on timing and method for submission of application.

Based on feedback from, and to better accommodate potential applicants, the deadline for email
submission of applications has been extended to 5:00 p.m. ET on April 24, 2009. In addition,
Treasury now expects to inform an applicant of its preliminary qualification on or prior to May
15,2009. To be considered for pre-qualification as a Fund Manager, the interested private asset
manager must email its application in PDF format fo Treasury. Applications can be found at
ht%‘p:i:’www.ﬁnancialsiabi?itv.q,gy and should be emailed to SecuritiesPPIR@do.treas.pov. The
Summary of Terms and Application have been updated to reflect the changes in this paragraph
and can be found at hitp://www.financialstability.gov. To the extent that the Summary of Terms

and Application are inconsistent with FAQs herein, the information in these updated FAQs shall
control.

Will the Legacy Securities PPIP be exclusive to the initial Fund Managers pre-qualified by
Treasury?

No. The goal of the Legacy Securities PPIP is to restart the market for legacy securities,
allowing banks and other financial institutions to free up capital and stimulate the extension of
new credit. In achieving this goal, Treasury seeks to maximize the inflow of private capital into
the market in an expeditious manner while at the same time balancing the participation of both
large and small Fund Managers while protecting the interests of US taxpayers. To effectively
accomplish this goal, after the initial pre-qualification of Fund Managers, Treasury is considering
opening the program to smaller Fund Managers (e.g. less than $10 billion (market value) of
Eligible Assets under management).

How are Legacy TALF and the Legacy Securities PPIP related?

Legacy TALF and the Legacy Securities PPIP are separate programs. Legacy TALF willbea
Federal Reserve lending program with its own set of terms, conditions and eligibility
requirements. Legacy TALF will be made widely available to investors (who meet Federal
Reserve eligibility standards) regardless of whether or not they participate in the Legacy
Securities PPIP. Pre-qualified Fund Managers in the Legacy Securities PPIP may choose to
utilize leverage pursuant to the Legacy TALF program, when it becomes operational and subject
to its terms and conditions. For the avoidance of doubt, a qualified investor utilizing Legacy

TALF will do so on the same terms and conditions as a Legacy Securities PPIP investor utilizing
Legacy TALFE.

Will the Legacy Securities PPIP be expanded to include other asset classes?



The Legacy Securities PPIP is litnited to Eligible Assets. However, Treasury would like to
solicit comment from Fund Managers regarding potentially expanding the Legacy Securities
PPIP at a later date to include other asset classes in addition fo Eligible Assets.

Will Treasury please provide additional clarification regarding the pre-qualification
eligibility criteria for Fund Managers?

As previously set forth in the Summary of Terms released on March 23, 2009, Fund Managers
will be pre-qualified based on criteria that are anticipated to include the items set forth below. In
addition, these criteria will be viewed on a holistic basis and it is anticipated that failure to meet
any one criteria will not necessarily disqualify a proposal.

s Demonstrated capacity to raise at least $500 million of private capital.

o Demonstrated experience investing in Eligible Assets, including through performance
track records.

o A mipimum of $10 billion (market value) of Eligible Assets under management.

e Demonstrated operational capacity to manage the Funds in a manner consistent with
Treasury’s stated Investment Objective while also protecting taxpayers.

o Headquartered in the United States (for the avoidance of doubt, applicant must be
headquartered in the United Sates, while applicants’ ultimate parent company may or
may not be headquartered in the United States).

‘Will there only be 5 pre-qualified Fund Managers?

Treasury will review the applications received based on the criteria outlined above., More than
five pre-qualified Fund Managers may be selected depending on the number of applications
deemed to be qualified. Additionally, as previously stated, Treasury is considering opening the
program to include additional Fund Managers.

What are ways small, veteran-, minority-, and women-owned businesses can participate in
the Program in the event they are not pre-qualified?

As previously set forth in the Summary of Terms released on March 23, 2009, to ensure a
diversity of participation, the Treasury will encourage small, veteran, minority- and women-
owned private asset managers to partner with other private asset managers, if necessary, in order
to meet the criteria identified above for assets under management and ability to raise private
capital. Specifically, set forth below are potential ways these firms can partner.

o  Small, veteran, minority- and women-owned businesses can team up with any pre-
qualified Fund Manager, either as an asset manager, an equity partoer, a fund raising
partner or other capacity inclading providing such services as trade execution, valuation,
and other important financial services.

s Small, veteran, minority- and women-owned businesses may partner prior to or after the
application deadline and / or the selection of the pre-qualified Fund Managers.



Treasury looks forward to receiving innovative proposals from Fund Managers which
incorporate the options listed above and / or other potential options.

What restrictions will Treasury place on total debt financing within a Legacy Securities
PPIE?

As previously set forth in the Summary of Terms released on March 23, 2009, each Fund
Manager will have the option to obtain for each Fund Treasury Debt Financing in an aggregate
amount of up to 50% of a Fund’s total equity capital; provided that Treasury Debt Financing will
not be available to any Fund Manager in respect of a Fund in which the private investors have
voluntary withdrawal rights. Treasury will consider requests for Treasury Debt Financing of up
to 100% of a Fund’s total equity capital subject to Testrictions on asset level leverage, withdrawal
rights, cash flow priority, disposition priorities and other factors Treasury deems relevant. In
addition, Funds may also finance the purchase of Eligible Assets through Legacy TALF, any
other Treasury program or debt financing raised from private sources; provided that Treasury’s

equity capital and Investor’s private capital must be leveraged proportionately from such private
debt financing sources.

Treasury is currently considering the following three options to aid Fund Managers in the
analysis of capital structure alternaftives:

s No Treasury Debt Financing; leverage limited to Legacy TALF, any other Treasury
program or debt financing raised from private sources.

o Leverage limited to Senior Secured Treasury Debt Financing (up to 100% of Fund’s total
equity capital). No additional leverage permitied.

e Unsecured Treasury Debt Financing (up to 50% of Fund’s total equity capital) and
additional leverage through TALF, any other Treasury program or debt financing raised
from private sources, subject to total leverage requirements and covenants to be agreed
upon.

Temms of the Senior Secured and Unsecured Treasury Debt Financing (interest rate in particular)
should appropriately reflect total Fund leverage and current market conditions.

Will Treasury require pre-qualified Fund Managers to raise a minimum level of privafte
capital?

Yes. In the initial group, pre-qualified Fund Managers will be expected to raise at least $500
million of private capital. However, as discussed above, Treasury currently anticipates opening
the program to smaller Fund Managers in the future which may resultin a lower minimum
private capital raising requirement.

What happens if the pre-qualified Fund Manager fails to raise the minimum level of
private capital?
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If the Fund Manager fails to raise $500 million of private capital, such Fund Manager would not
be eligible for the equity match or debt financing provided by the Treasury. However, as
discussed above, Treasury currently anticipates opening the program to smaller Fund Managers
in the future which may result in a lower minimum private capital raising requirement.

How long will Treasury provide pre-qualified Fund Managers to raise the minimum level
of private capital?

It is anticipated that Fund Managers will have twelve (12) weeks (after being selected as a pre-
qualified Fund Manager) to complete the fund raising process and close the Fund.

How much equity will Treasury invest?

Treasury anticipates providing equity capital up to one undred percent (100%) of the private
capital raised by the Fund Manager of the Legacy Securities PPIF. However, the ultimate
percentage will be detérmined on a case-by-case basis. Treasury currently anticipates that the
total Treasury debt and equity investment per Legacy Securities PPIF will be limited to a level to
be determined after Treasury’s review of all Fund Manager proposals.

What are the terms of the Treasury warranis in a Legacy Securities PPIF?
The terms and amounts of warrants will be determined in part based on the amount of Treasury
Debt Financing taken and will be evaluated on a case-by-case basis.

Can Treasury please provide more clarification regarding what is an Eligible Asset?

In addition to the definition set forth in the Summary of Terms released on March 23, 2009,
Eligible Assets will only include non-agency mortgage backed securities.

Are there any restrictions on which institutions can sell assets to a Legacy Securities PPIF?

As previously set forth in the Summary of Terms released on March 23, 2009, Eligible Assets
may be purchased solely from financial institutions from which the Secretary of the Treasury
may purchase assets pursuant to Section 101(a)(1) of the EESA. Pursuant to EESA 101(a)(1),
the term ¢‘financial institution’” means any institution, including, but not limited to, any bank,
savings association, credit union, security broker or dealer, or insurance company, established
and regulated under the laws of the United States or any State, territory, or possession of the
United States, the District of Columbia, Commonwealth of Puerto Rico, Commonwealth of
Northern Mariana Islands, Guam, American Samoa, or the United States Virgin Islands, and
having significant operations in the United States, but excluding any central bank of, or
institution owned by, a foreign government.
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_Are there any restrictions on the acquisition and sale of Eligible Assets by Fund Managers?
Yes. A Fund Manager may not, directly or ihdircctiy, acquire Eligible Assets from or sell
Eligible Assets to its affiliates, any other Fund Manager or any private investor that has
commitied at least 10% of the aggregate private capifal raised by such Fund Manager.

Will Fund Managers be allowed to hedge their investment positions?

Treasury expects the Fund Managers to seek to achieve the Investment Objective by following
predominantly a long-term buy and hold strategy. As such, the Legacy Securities PPIFs will be
long-only investment funds. Treasury will consider PPIF-level hedging proposals as appropriate
such as interest rate hedging programs.

Can TARP recipients participate in the Program?
Treasury seeks proposals from a range of participating institutions to be pre-qualified as Fund

Managers. Treasury will consider the overall financial health and stability of the applicant as a
potential factor in its evaluation.

ww reww

Treasury looks forward to receiving innovative proposals from Fund Managers to raise equity
capital from retail investors.

Will Treasury provide a public list of all pre-qualified Fund Managers?

Yes. Treasury expects to provide a public list including only the pre-qualified Fund Managers.
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EXHIBIT D

Legacy Securities Public-Private Investment Funds (PPIKs)
Frequently Asked Questions
(Released on March 23, 2009)

What are Legacy Securities?

Legacy securities include commercial mortgage backed securities and residential mortgage
backed securities originally issued prior to 2009.

What are Legacy Securities PPIFs?

Legacy Securities PPIFs are investment funds that will invest in legacy securities on behalf of
Treasury and private investors. They will be managed by qualifying private sector asset
managers (“Fund Managers™), which will raise equity capital from private investors and receive
matching equity funds and leverage from Treasury. The goal of the Legacy Securities PPIFs is to
maximize returns for taxpayers and private investors.

What are the benefits of Legacy Securities PPIFs?

Treasury is establishing the Legacy Securities PPIFs under the Financial Stability Plan in order
to address the issues raised by troubled assets. These Legacy Securities PPIFs are specifically
focused on legacy securities and are part of a plan that directs both equity capital and debt
financing into the market for legacy assets. This program is designed to draw in private capital to
these markets by providing matching equity capital from Treasury and debt financing from the
Federal Reserve via the TALF and Treasury. The benefits of the program include restarting the
market for these legacy securities, freeing up balance sheets of financial institutions and enabling
the extension of new credit. The resulting process of price discovery is expected to reduce the
uncertainty about the condition of financial institutions holding these securities, potentially
enabling them to raise new private capital.

What will be the structure of the Legacy Securities PPTFs?

The Legacy Securities PPIFs will be investment funds that will be managed by pre-qualified
private sector Fund Managers. The Treasury will initially select approximately 5 potential
partners to participate in the program and may increase this pumber depending on applications
received. Approved managers will have a period of time to raise private capital to target the
designated asset class, and approved managers that raise private capital will receive matching
equity funds from Treasury based on the amount of private capital raised. Treasury equity capital
will be invested on a pro 1ata basis with equity capital from private investors. Treasury will also
receive warrants in the Legacy Securities PPIFs as required pursuant to Section 113(d) of the
Emergency Economic Stabilization Act of 2008 (“EESA”). Furthermore, asset managers will
have the ability, to the extent their fund structures meet certain guidelines, to obtain debt
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financing for a fund from Treasury in the amount of up to 50% of total equity capital in such
fund. Treasury will consider requests for loans from Treasury in amounts of up to 100% of the
total equity capital of 2 Legacy Securities PPIF subject to restrictions on asset level leverage,
withdrawal rights, disposition priorities and other factors Treasury deems relevant. Fund
Managers will have the opportunity to request this additional Treasury Leverage and propose
additional terms in their applications. ‘

How will TARP’s equity investment be structured?

Treasury will invest alongside private capital in the Legacy Securities PPIFs. The Fund
Managers wiil make control decisions, including buying and selling assets.

How will Treasury’s equity investment be counted against the limit on Treasury’s purchase
of troubled assets in EESA?

The purchase price of Treasury’s equity investment in the Legacy Securities PPIFs, and the cost

of any Treasury loan to the Legacy Securities PPIFs for leverage, will count against the $700
billion cap.

What are “Eligible Assets” that may be purchased by Legacy Securities PPIKs?

Eligible Assets include commercial mortgage backed securities and residential mortgage backed
securities originally issued prior to 2009. These securities must have been originally rated AAA
or an equivalent rating by two or more nationally recognized statistical rating organizations
without ratings enhancement. The eligible assets must be secured directly by the actual mortgage
loans, leases or other assets, and not by other securities (other than certain swap positions, as
determined by the Treasury). The loans and other assets underlying any Eligible Asset must be
situated predominantly in the United States. This limitation is subject to further clarification by
Treasury. Eligible Assets may be purchased solely from financial institutions from which the
Secretary of the Treasury may purchase assets pursuant to Section 101(a)(1) of the EESA.

How will Treasury qualify Fund Managers for the Legacy Securities PPIFs?

Treasury has published an application for interested private sector fund managers to apply to

become qualifying Fund Managers. Treasury will qualify Fund Managers based upon criteria
that include the following:

« Demonstrated capacity to raise at least $500 million of private capital.

s Demonstrated experience investing in Eligible Assets, including through performance
track records.

» A minimum of $10 billion (market value) of Eligible Assets under management.

e Demonstrated operational capacity to manage Legacy Securities PPIFs in a manner
consistent with Treasury’s stated Investment Objective while also protecting taxpayers.

» Headquarters in the United States.
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Other criteria are identified in the application. Treasury will consider suggestions from Fund
Managers to raise equity capital from retail investors.

How can interested parties apply to qualify as Fund Managers?

To be considered for pre-qualification as a Fund Manager, the interested private sector asset
manager must submit an application to Treasury by 5:00 p.m. ET on April 10, 2009.
Applications can be found on hittp://fwww.financialstability.gov/ and should submitted to:

U.S. DEPARTMENT OF THE TREASURY
Office Of Financial Stability: Legacy Securities Public-Private Investment Funds
1500 PENNSYLVANIA AVENUE NW
WASHINGTON, DC 20220
Phone Number: 202-622-9911
E-mail Address: SecuritiesPPIF@do.treas.gov

When will applicants be notified if they have been pre-qualified to be Fund Managers?
How long will they then have fo raise private capital?

Treasury expects to inform an applicant of its preliminary gualification on or prior to May 1,
2009. Applicants will have a limited period of time from preliminary approval to raise at least
$500 million of private equity capital and demonstrate committed capital before receiving final

approval from Treasury. Applicants will be asked to describe the amount of time they anticipate

needing to raise the private capital in their applications. Treasury reserves the right to qualify

additional managers in the future.

Will the Legacy Securities PPIFs be subject to executive compensation restrictions?

The executive compensation restrictions will not apply to passive private investors in Legacy

Securifies PPIFs.
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