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Michael J. LaVelle - State Bar No. 002296
Matthew K. LaVelle - State Bar No. 018828
LAVELLE & LAVELLE, PLC
2525 East Camelback Road, Suite 888
Phoenix, AZ 85016
MJL@LaVelle-LaVelle.com
Matt@LaVelle-LaVel1e.com
Telephone: (602)279-2100
Facsimile: (602)279-2114

I n  t h e  m a t t e r  o f :

RADICAL BUNNY, L.L.c., an Arizona
limited liability company,

HORIZON PARTNERS, L.L.C., an
Arizona limited liability company,

TOM HIRSCH (aka TOMAS n.
HIRSCH)and DIANE ROSE HIRSCH,
husband and wife,

BERTA FRIEDMAN. WALDER (aka
BUNNY WALDER, a married person,

HOWARD EVAN WALDER, a
married person,

HARISH PANNALAL SHAH and
MADHAVI H. SHAH, husband and
wife,
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1. RESPONDENTS' WITNESSES

1.

2.

3.

4.

5.

6.

7.

8.

9.

Tom Hirsch

Berta Friedman Walder

Howard Evan Wander

Harish Pannalal Shah

Dr. Alfred W. Ferry

Scott C. Grainier

Pramod Patel

B.J. Raval

Gary Shul law in the event he is not  cal led by the Ar izona
Corporation Commission.

10. All witnesses identified by the Securities Division, including those
identified witnesses who are not called to testify by the Securities
Division, plus all additional witnesses.

11. Respondents reserve the right to call additional witnesses who may
be identified between the date of this list and the close of the hearing.
This list is subject to amendment and/or supplement at any time prior
to or during the hearing.

12. Custodian of Records of any document where foundation is required.

13. Rebuttal and impeachment witnesses.

14. Expert witnesses.

11.RESPONDENTS' EXHIBITS

1. Investor Emails (RAD00001-RAD00022).
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2. Lawyer Emails (RAD00023-RAD00086).
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1 3. Letter from Christian Hoffmann to Tom Hirsch dated February 28, 2007
(RAD00087-RAD00089).

4. Order Confirming Investors Committee's First Amended Plan
Reorganization Date March 12, 2009 (RAD00091-RAD00107).

o f
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5
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5. The Off icial  Committee Of Investors' First Amended Plan
Reorganization Dated March 12, 2009 (RAD00108-RAD00179).

o f

8
6.

7.

Email between Christian Hoffmann and Robert Mona (RAD00090).
All exhibits identified by the Securities Division, plus all additional
exhibits.

8. Bankruptcy documents.

9. Respondents reserve the right to use additional exhibits that may be
collected or identified between the date of this list and the close of the
hearing. This list is subject to amendment and/or supplement at any
time prior to or during the hearing.

10.Custodian of Records of any exhibit where foundation is required.
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1 1.Illustrative exhibits.

RESPECTFULLY SUBMITTED this'*' day of October, 2010.

LAVELLE & LAVELLE, PLC
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28 33 day of October, 2010 with:

By:
Michael J. La Elle
2525 East Camelbac Suite 888
Phoenix, Arizona 850 l 6
Attorneys for Respondents Tom Hirsch, Diane Rose Hirsch, Berta Walker,
Howard Welder, Harish P. Span, Madhavi H Span and Horizon Partners,
LLC
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ARIZONA CORPORATION COMMISSION
Securities Division
1300 West Washington, Third Floor
Phoenix, Arizona 85007

COPY of the foregoing HAND DELIVERD this
6th day of October, 2010 to:

Lyn Farmer
Chief Administrative Law Judge
ARIZONA CORPORATION CONIMISSION
1200 West Washington
Phoenix, Arizona 85007

1

2

3

4

5

6

7

8

9

10

11

12

13

14

Julie Coleman
ARIZONA CORPORATION COMMISSION
Securities Division
1300 West Washington, Third Floor
Phoenix, Arizona 85007

Jordan A. Kroop
Thomas J. Salerno
SQUIRE SANDERS & DEMPSEY, LLP
Two Renaissance Square
40 North Central Avenue, Suite 2700
Ph U A u a 85004-4oemx, on
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If is very important that you do NOT reply back to ALL on this email because you will
be revealing your email and name to other investors.

If you wish to speak to mc please just reply to sender ONLY.

I'm offering this information to you as resources. It is entirely your choice if you
wish to proceed.

The Arizona Corporation Commission is actively pursuing an investigation against
Radical Bunny for possible criminal conduct. Specifically, for soliciting funds with
the proper license. i have been asked to pass along the foilowing information to you.
Ron Clark is the ACC investigator in charge of this case. His direct line is 6.02.-..5.4.2.1
01.52, He is asking for Radical Bunny investors tO step forward and show him their
RB documents. He has promised this in/ormrztioI1 quill be co nfirleutirzl until the
in vesfigrztioii becomes public. Please request anonvmonitv from him ifvou wis/1.

Aiso, the Arizona Corportation Commission has the power to put Radicai Bunny
into receivership (an easier and less expensive form of bankruptcy) which would
means that those of us who have already been so iinnnciaiiy injured wouici not have
to pay any monies t0;aN attorney to make this happen.

lam absolutely convinced from everything I have seen from being so actively
involved in this process that is it imperative that the Radical Bunny management be
removed from power. They have personal motivations at this point which do not
align with our goal of receiving our principal back.

Also, the Wall Street Journal writer, Jonathan Karp, is asking to speak with people
who wish to tell him their story. He is willing to give you confidentiality also. Please
discuss this with him prior to giving information if you are concerned. His info is'

The Wall Street Journal
RAD00001

http :/lus.m22.maiLvahoo .com/dc/1aLLnch'?.Qx=1 &.rand= 1 ezmeOfvt8vVc 1/24/2009
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tel: Q3§)_6_§§;3.§.1_i*
fax' Q23)..§§§;§§2.§.
cell: Q2_3L2l2:.1582.7.
i0nathan.knrp@wsi

Thank you, Cathy Baker

Please feel free to email me privately if there is anything you care to discuss.
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glhxdicalbunnyinvestursgroupl USA Capilzl

'° caGcanL958 <catscan1968@yahoo.com>

AddSaturday, September 6, 2008 11:43:16 AM
To:Radicalbumyinvestors9roup@yahoogroups.com
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mrbroke and I have spent more time talking with Rodger Stubbs, the
investor who has saved the day at U§_A..Qap.ital.

RECENT ACTIVITY

New Members

New Ftles

ViSiI Your Group

1

2
The most important thing he has told us is they did NOT let a single
DIP go thru. They considered it financial suicide.

Instead of the DIP financers all competing on the terms of the DIP's
they have other bridge lenders competing on buying the notes of these
builder/borrowers.

Yahoo! News
Odd News
You won'l believe
it. but iTs trueRemember the builders are considered unsecured ci1ed§t0rs. So even the

ones who are Owed more money by ML come after us with their claims.

I would like no know if RB has even considered the option of forcing
ML into Chapter 7, The USA Capital case really does have more common
than not with our own situation.

Yahoos Finance
ll's Now Personal

Guldes, news,
advice 8 more.

Learn to live
a fol\ life with these
healthy living
groups on Yahool

Right now i'm wishing we had a Rodger Stubbs. The RB investors who
are professionals and could help us never believed Hirsch that this
was totally safe and so therefore diversified their portfolios. Many

of those professionals i've talked to don't consider it worth their
time to invest energy in this. They have aireadyjust written of'f the
money.
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Messages in this logic (1) Renlv (via web Dost) 1 StarLa new IQQL4.

Mpi9anf°s | Ej1:5 | Plwuzs l Lmyg5 | narnhav | Egg; 1 members | Cajgnggf

g-{QOI_cnou»s ,

Chloe igtrlnci via to; WEQ(Yahoos ID required)

vli lt Yqqr Grqun | Yahoo! Gm\1n4'Tprms hf Use | \»n9»»hs<-rlhq
Change settings via email- Swltgh dqhvqrv IQ Q;llv Diem | iwltgh fQrmQt to Try_QItiQnQl
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RE: [Radicalbunnylnvestorsgroup] showing up in court
riccopadre <edwardpark@rocketmail.com>

AddSaturday, July 19, 200B 7:16:50 PM
To:RadlcaIbunnyinvestofsgroup@yahoogroups.com
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[vote Brandon Lee as a C0~Chair to to-be committee.

We may meet at Phoenix downtown public park. (i.e Encanto Park°)
RECENT ACTIVITY

New Members

New Files

Visit Your Group

J

12
~---- Original Message

From; Brandon lee <brund<mlec<lds@ vahoo.com>
To: lbadiunlbunnvinvcsto l.s2r<)un@ynhQnuro \1Ds.co\'Tl

Sent: Saturday, July kg, booB 6:48210 PM
Subject: RE: [Radicnlbunnyinvest orsgroup] showing up in court Yahool News

Fashion News
What's the word on
fashion and style?

. I think we all need to meet in person to discuss a plan since we do
not know which of you are true RB investors. `

On Sat, 7/19/08, Molly Moon <mollymonnarts@.hr»trnuil.cc>m> wrote: Yah<>o! Finance
it's Now Personal
Guides, news.
advice 8 more.

From: Molly Moon <mo\1ymoonarts@ ¥\otmail.com>
Subject: RE: [Raclicalbunnyinvest orsgroup] showing up in court
To: radicalbunnyinvesto csgroup@yahoogr0 ups.c()m
Daze: Saturday, Ju\y x9, 2008, 6:02 PM

Would in serve any positive purpose if we show up in coiN at the
next proceeding, very peacefully,
carrying signs and getting the attention of the press?
Because the press would love lL...?

Health Groups
for people over 40
Join people who are
slaying in shape.

T0~ Radicalbunnyinvesto rsgroup@yahoogro ups.com

From: rajbabbi@yahoo. com
Date' Sun, 20 Jul 2ooB oo;54:3o +oooo
Subject' [Radicalbunnyinvest 01-sgroup] Re: What the heck is going on
with RB

My attorney's are not representing me in this case,'they are
representing me to give me information about all that is going on, so
that I can decide what to do.

I am not a party to this case as 1 investor who's mom has money in RB

and my attorneys say this case is much to big for them to handle
because
you need securities fraud.,bankruptcy, \ending workout professionals.

Ill Sled a lawsuit for frauds then I would become party to this .
case,
but we were just gathering information and my attorneys have said if I
want to tile lawsuit I should go to large firm or join other investors
and go to large firm.

They have said Frank Buke person from Steptoe was one of very best
attorney to use for \lawsuit in country.

I have been waiting to decide what to do and just getting all
information I can, but it looks like all the crap hit the fan today or
something bad is going down next week and Catsczm wanted to warn
everyone.

RAD00006
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Right now I am not sure what can be done other then what I suggested

with calling RE and putting them on notice :Md getting a new committee

in place and then having that committee contact Steptoe Burk or someone
else to do intercreditor agreement.

Ray.

,

--- In Radicalbunnyinvesto rs8roup@yahoogro ups.com, "pen747"
<perr/47@... > wrote:
>

> Raj-can you have your attorney in the court Monday?. if so it may
> beneficial to all of us. . .
> in Radicaibunnyinvesto rsgroup@yahoogro ups.com, "rajbabbi"

> rajbabbi@ wrote:
> >
> >

> > Since Catscan is limited under her coritidentiaiity agreement. we
> can't
> > get to the exact 'crisis' that is taking place so l guess we have

to
> > speculate a little about what may be happening here. .
> > /

> > it is sounding like RB4 and Tom are trying to decide what happens
> to the

> > entire 900 RB investors and the portfolio in a way that is not in
> the
> > best interest of the many but maybe to the best interest of the

few
> > (which may be Tom's friends on the Committee or Tom personally or
> RB4)
> > or that the post by someone on retimes who was on Committee or
> knows
> > what is going on said that Tom is trying to subordinate the
> portfolio or "
> > bring in financing or bothinla way that is not in best interests
> of the .
> > RB goo but himselt' more than investors..
> > .
> > At this point there are too many questions about ail that has
> happened
> > to let this comedy show continue Lo go on without supervision and
l l
> > seems that the investor committee in place is not partial tithe
> > investors but to Tom.
> >
> > This is same as why we all wanted Martini out of MLbecause of
> conflicts
> > and Tom has same conflicts here inside RB if not even more.
> >
> > These are steps l suggest (this is my opinion)
> >
> > L Catscan must be protected and if she is threatened or removed
off .
> > committee for any reason we should immediately move to put RB in
> > bankruptcy as its creditors and appoint a trustee and have a new
> > investor committee elected by Trustee or by vote. Catscan should

RAD00007
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> serve

> > as chair member of this committee

> >

> > 2. We must all call RB on Monday..rno.min.g and let them know the

> clown and
> > tool-aid show is over and unless steps are immediately taken to

put
> in a
> > transparent and impartial investor committee the investors will

"put
> RB
> > in Bando it by force.
> > .
> > 3. Once the new committee is in place then this committee should
> hire
> > outside council to draft a inter-creditor agreement that protects
> all
> > the investors. This lawyer needs to be different than Freeman,
> maybe we
> > can go back to Steptoe people and have them represent committee
> they are

> > not in this case and NO they are not my lawyers either but if not !.
> > Steptoe, then someone else as long as they are not involved in 1

this
> > case.
> >
> > Tom messed up here on many items the non accredited investor and
no
> > license, is just to start with as catscan has said but many things
> were
> > notdcne right.
> >

> > One important thing is that he took money from too people and put
> it in -'
> > a bunch of loans, but didn't' think of putting in a agreement that
> would ' .
> > show how decisions would be made if something went wrong and it
> sounds
> > like he just wants lo be in charge to decide everything. This is
> what a
> > inter creditor agreement does, ML calls it a management agreement
> and
> > has it for its funds. The management agreement in ML opportunity
> funds
> > gives ML the right to do pretty much anything it wants to in case

of
> > problems, but Tom and RB4 don't have such sole management rights
> here.
> >
> > The inter-creditor agreement should say that committee will choose
> > outside servicing company to distribute any payments or principal

> that
> > comes back from loans not RB, RB4, or Tom.
> >
> > The agreement should also indicate how decisions will be made and
> would

RAD00008
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> > probably be best to say something like if the podolio has to be

> > subordinated to DIP financing or some other major issue it would

> require
> > a super majority vote by the investor committee or even a 51%
> majority

> > approval vote by all the capital. So ififwe are $2oom in RB then
> you
> > would need $io1M to vote YES and majority of investor committee
> before
'> > it could happen.
> > '

> > Inter-creditor agreements are used to dictate what happens when
> issues ,  .

> > come up and are common place in lending and we should have had one
> > between the investors in each loan so that if something went wrong
> and
> > they didn't like what Tom said they could take vote and majority
of
> > investors not Tom would rule.
> >
> > Now that is Wo late for one on each loan, we need general one

> Ber~een
> > RB goo investors that rules how decisions are made.
> >

> > Don't forget just like RB is creditor of ML, RB 900 are creditors
> of RB
> > and have rights!
> >
> > Raj
> >

>

rr
r

I

Keep your kids safer online wi.th Wlndqws Live Family Safety. Help
protect your lads. "

Messages in thy; Moic (11) Rqplv (via web most\ | Stan a new Loralc

Mssngss l Ellis I Ehgras l k I Database l Esrlls 1 members I Calendar

MARKETPLACE

You rock! Blockbuster wants to give you a complimentary trial of
Blockbuster Total Access.

Y]\HOOI_GHOUP$

Chance sennas via the web (Xahool ID required)
Change settings via email: Switch deuverv lo Daliv Dlnest | Swltch format to Tradltlonai
visit Your Group 1yahoo! Grquns Terms of Use dUnsubscribe
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RE: [Radicalbunnyinvestorsgroup] a statement that shows we are UNMNG

Molly Moon <mo\lymconarts@hotmail.cc:m>
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ATT RAJ,

Qri.lyl.ond.ay.. I think it best that when WE call RB4 we all use the same
"verbiage" - that we make the same statement -the same words will be said by

everyone.,.L'1at we are calling because

RECENT ACTIVITY

New Members

New Files

Visit Your Group

a

12

In your opinion, what is the best statement/demand and choice of words that

we
make?

Yahoos News
Kevin Sites

Get coverage of
world crises.uI!.... ...... ......... .................. ......... -........ |........ »».....~...l»v.»~..-....... -........ ..........

If we can unite on just this point it will send a message ;
Yahoo! Finance
\t's Now Personal
Guides. news,
advice 8. more,Thank you,

Sherry

Sherry
Need traffic?
Drive customers
with search ads
on Yahéol

To: Radicalbunnyinvesto rsgroup@yahoogro uus.corr\
From: rajbabbi@yahoo. com
Date: Sun, to Jul 2oo8 01:39:25 +oooo
Subject: [Radica\burmyinvest orsgroup] Re: trustee, dip,

Your corrections are below:

--- In Radicalbunnyinvesto rsgroup@yahoogro ups.com, "friedman56"

<fnledman56@...> wrote:
>
> What is going on today? I guess lm drinking too many Margaritas by
> the pool. .,

>
> So correct me please. -
> I .

> x. RB as no assets - all the money was put in ML what good will

> it do to put them in BK -
Putting RB in BK is to get control of RB and have a independent trustee or
elected investor committee to Mn the show if Tom @ RB4 are doing things for
self benefit vs. benefit of investors.
>

. I

> 2. Freeman - what has he done to not trust him. He is representing
> all 900 of us. Clarify what he has done to now not believe him. How
> many of us here are bankruptcy attorneys? litigators? that can see

> something he has done wrong and not for our benefit.
This has nothing to do with Freeman, as Catscan said, he is running legal side,
it's the business side that Tom and RB4 are doing something that was very

bad or questionable that Catscan sounded alarm bells. This has to do with
business side probably about subordination and other things, not aboutiegal
side.
>
> 3. A trustee gets paid from the proceeds of RB monies and they are

> not cheap. Are you ail aware of this.
Trustee is made of the word TRUST because if you can't trust what is going on
it will come back and bite us, having trust that decisions are being made for

RAD00011
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the benefit of all is worth the money, but no said put RB in BK and appoint

trustee immediately, it was suggested to tell R84 that if the DONT allow
election of a new investor committee and allow the committee to make

decisions and Tom tries to railroad the process then that is when the nuclear

option will be used.
>
> 4. Attorneys cost big time. Right now, we are being funded by the

> money Tom put plus the too per person we have sent. If we hire more
> attorneys are we ready to put up more money, I don't have muchieft.
If RB agrees to allow a new investor committee to beeiected and decisions to
be made my them then the attorney will only be needed to draft documents
such as intercreditor and protection documents for the new Committee the
cost would be minimal probably $1o,ooo to $2o,ooo at most = 900 investors
x Sio to $22. if they don't listen and force the RB9oo to but RB in BK and
then get trustee appointed then costs will be higher,

> 5. Some unfinished buildings will sell on pennies to the dollar if
> they are not finished, So some DIP must be put into them if we are
> Lo get a decent return.
Yes this is true, but it should be on terms that the new investor committee and
maybe even along with a majority of the investors approve, not justTom and

RB4. . .
> , I

> 6. We may need DIP so that ML does not belly up to a 7? Because if

> that happens, we will get copper pennies.
>
> 7. Everything going on is so transparent that do you think that
> there is anything that can he covered up? I don't think so.

They are trying hard it sounds like with conNdenNality agreements for

committee members and member who are Tom's personal friends, and if not
why did Catscan signal the alarm bells today.
>
> 8. Of, now clue me in as the Margaritas are potent what has changed
> in the past 24 hours. *I
Catscan is on investor committee and she has said something is going on and
we need to be alerted that is what has changed and it's significant.
> ,

> 9, Any accountants in this group that can clarify the DIP

l
I

I 1
r

I

>
> .-. in ,

> Radicalbunnyinvestc rsgroup@yahoogio ups.com, "catscan1968"
> catscan1968@ wrote:
> >

> > I can't post anymore today. Piease try to keep this going. At the
> > very least everyone on the forum needs to call RB on Monday and

> > demand to know who gets to decide our fate because n'ght now it's
> > just RB4 and all goo should have a voice in thisllllllll El! A.nd
> > Freeman is just foriegal representation. He is not a real estate

> > expert so if the RB4 say do the DIP he will do because he's an
> > attorney not pa business strategist.
> >
> > Raj, I don't know anything about the inter-creditor agreement you
> > referred to could you post more please.
> >

> > if Tom was licensed none of us would be in this mess. Because the
> > accreditation process is serious and you need to be worth 1 Mil

I
RAD00012
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> which
> > most opus wouldn't qualify for. If you were worth a million a

> > \icer\sed broker would analyze your poMo\io and tell you how much

> a
> > percentage you could afford to invest in a risky investment like

> this
> > was. They would be required by law to explain the risks.
> >
> > in the beginnings tried to calm you guys down so 900 people

s didn't
> > scatter like sticks in the wind without direction wasting time and
> > money. So l tried to be positive until I had the facts: Now I have
> > the facts and l'm telling you we need to do something. The seq/
> first . ,

> > step would be call and demand that you have a say in this process
> and
> > that the RB4 don't get to decide your fate for you.
> >
> > Raj's document might be another good thing. And there are other
> > things we can do as well.
> >
> > This really isn't a joke and the people who are saying they want I.
> to /'
> > drink the kooiaid should get off the forum and just move on with'
> > their lives. I want my money back and the way we are heading I
> cion't
> > think i'ii see very much of it if we don't do something.
> >

> > Again, think about-haven' t I been a calm, reassuring voice since
> the
> > beginning? Why would do a total 180 degree tum? Becausel know
> facts
> > you don't and because l'm now extremely worried. You don't have to
> be _I
> > passive sheep. You can standup and tight for your rights. it's

> your .  ' '
> > money. 11
> >
> > Catscan
> >
> >
> >
> > --- In Radicalburmyinvesto rsgroup@yahoogro ups.com, "pen747"
> > <perz747@> wrote: .
> > >
> > > Raj- I feel you are right on the mark here. We need some
> > > representation on on the furthererance of any ongoing

> manipulation
> > of
> > > our investments,
> > > in Radicalbunnyinvesto rsgroup@yahoogro ups.corn, "rajbabbi"
> > > <rajbabbi@> wrote:
> > > >
> > > >

> > > > My lawyers were looking into this and it is my opinion that
> all
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11r .

> > 900
> > > > investors needs to sign a inter~creditor a8reementbetween

> them
> > that
> > > > will rule how decisions are made and who can make them and

> what
> > > rights
> > > > everyone has. As we feared, it seems that RB4 and Tom are
> trying
5 > > to do .
> > > > something not proper here in decision maiming process and

> > > disenfranchise I .
> > > > many of RB investors.
> > > > ,
> > > > RB too should demand that lawyer draft inter~creditor
> agreement ro
> > > > protect rights in decision marking process and if not we
> should
> > put
> > > RB
> > > > in Bankruptcy and demand a trustee be put in place. Enough

> >-already /̀
> > > > I
> > > > RB is creditor of ML and RB 900 are creditors of RB ancijust̀
> > like
> > > RB
> > > > has rights to tight for with ML the RB 900 have rights to
> light

> > for
> > > with
> > > > RB.
> > > >
> > > > it only takes 3 creditor who are owed $io,500 or more to put

> RB in ,I
> > > > invcientary Bankruptcy .
> > > > I
> > > > intercreditor Agreements:
> > > >
> > > >
> > > > §.ari.passu financings
> > > >

> > > > Part pass Financings involve co-equal multiple lenders where
> a
> > > loan is
> > > > either originated as a split loan or later split into two or

> more
> > > parts.
> > > > Each component is represented by a separate p.ro.misso.r){..note
> > secured
> > > by
> > > > the same mortgage lien. For example, the loan originator may
> > split a

> > > > promissory note representing a $100 million loan into a $50
> > million
> > > A-1
> > > > note and a $50 million A-2 note. Both the A-1 note and the A-2

RAD00014
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> > note
> > > > generally contain identical interest rates and payment terms,

> and
> > > the
> > > > security instrument securing the icon secures both notes.

> > > >
> > > > The intercreditor agreement governing the A-1 and A-2

> noteholders'
> > > > Rights typically provides for an equal priority with respect
S to
> > > payment -
> > > > rights (regarding principal. interest and other amounts,
> > including.
> > > for .
> > > > example, default interest and prepayment yield maintenance
> fees),
> > > > enforcement of security interests and other remedies, and
> > > allocations of
> > > > losses and expenses.
> > > >
> > > > Although notehoiders in pad pass structures enjoy equal
> > treatment /
> > > > concerning their respective rights and obligations (i.e., each /.
> > > holder 1'
> > > > maintains a priority commensurate with its pro rata ownership
> > > percentage

> > > > of the loan as a whole), the intercreditor agreement delegates
> > one
> > > of

> > > > them the authority to administer and service the loan in its
> > > entirety.
> > > > The holder of the first component note to be secuNtized
> usually
> > has I
> > > > this authority, and the entire loan will be governed by the
> > related .  ' . '
> > > > pooling and servicing agreement for that deal.
> > > >
> > > > While the servicer in the securitization of the first note has
> > > authority
> > > > in the administration of the loan, many intercreditor
> agreements
> > > require
> > > > the majority or unanimous approval of the other notehoiciers
> before
> > > > certain actions can be taken by the servicer. Such actions may
> > > include:
> > > >
> > > >
> > > > modifications or waivers resulting in the extension of the
> > maturity
> > > > date, reduction in Lheinterest rate or monthly debt service
> > payment

> > > > amount and other monetary terms of the loan,
> > > > modifications or waivers resulting in a discounted pay-off of
>the
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> > > loan,
> > > > foreclosure and/or the institution of any equivalent

> proceedings,
> > > > any sale of the property or properties securing the loan;
> > > > any replacement or substitution of collateral;
> > > > any attempt to bring the collateral property into compliance

> with
> > > > environmental laws, miss or regulations,
> > > > any waiver of"due-on-sale" or"due-on-encumbrance u
S > > > clauses,
> > > > any release of the borrower or any guarantor of its
> obligations .̀ .
> > > under . .
> > > > tae subject loan documents, and .
> > > > any approval of additional indebtedness Tobe secured by the
> > > collateral
>>>>pr0perly.
>>>>
>>>
>>
> I

|  ¢

I
,p

;

Keep your ki<k safer online with Windows Live Family Safety. Halo nroteet

your kids.

|
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RE: [Radlcaibunnyinvestorsgroup] RB4

@| Molly Moon <mollymoonarts@hotmaiLcom>
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I think I am getting the message here

So, how do the 900 of us UNITE 1

1 would think the first thing we need to do is have a plan..

RECENT AcT1vxTy

New Members

New Files

Visit Your Group

3

12
I
s

First, Shall we all meet somewhere?

_ Second, and a "tort " attorney? do they grow on trees?
But even before that, we need someone of US to represent all opus initially to

that attorney
Yes?

Yahoos News
Kevin Sites
Gel coverage of
world crises.

Any ideas'
Second, we

Yahoos Finance
11's Now Personal
Guides. news,
advice & more.

To: Radicalbunnyinvesto rsgroup@yalxoo8r0 uos.<;um
From: perr747@yahoo. com
Date: Sat, 19 Jul 2008 23:55124 +0000
Subject; [Radicalbunnyinvest orsgroup] RB4

Ads on Yahool
Learn more now.
Reach customers
searching for you.

J

According to catscan we all need to call Tom Monday and (ind out Clio is
making the decisions for us. We need ro End out who is in control
here. The RB4 or us.

Time for vacation? WIN what you need. Enter Now!

Messages in this \cp_ ( 2 ) Bgp ly (via web posts | Star# a new tonic

/

M»ssaopi l ELl:s\ Ehnssas l Lln1ssl fww*w» lEszLLslm:mh:Ls \ cnxgnnar

MARKETPLACE

Blockbuster is giving away a FREE trial of Blockbuster Total Access
\

YHQO! GROUPS
Chanqg sgttlnai via Rh& Was (Y_a_}1_ool KD required)
Change settings via ImaI\: iwlrch delivery Lo Dai\v D\oe§l I 5w\tgh formal to Traqltlonal
Vi§lr Your GfQun_l Yahoo! Grquns Terms of Uiq I \ln4uhsrrlhe

9
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LRadlca\bunnylnvestcrsgroup] Re' I will not be posting too much anymore so this is my view
'Ly rajbabbi <ralbabbi@yahoo.com>
AddSalurday, July 19. 200B 4:10:07 PM
To:Radlcalbunnyirwestorsgr0up@yahoogr<:ups.com
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shave sat back and patiently waited tor some answers while my

financial situation is deteriorating. They have come up with nothing
at all that calms me down. The letter Radical Bunny sent out was the
final straw for me. I'm not vindictive but l'm sure they will see it
that way because anyone who stands up for their rights is vindictive
in their blind eyes! l have no idea what they are talking about in
that letter when they say "those people might not be investors." I'm

an investor goddarnrnit it' And i'm sick of being treated like dirt.

RECENT ACTIVITY

New Members

New Files

Visit Your Group

15

7

l'm one of the poor schmucks that put almost everything into this.
l'm 71 years old. I gave them my whole nestegg and Mortgaged my
house because Hirsch and Bunny told me it was safe and outlined why
we were bulletproofed from anything happening to our principal.
They've done a hell of a job of protecting it'

Yahoo! News
Kevin Sites
Gel coverage of
world crises.

Yahool Florance
\t's Now PersonaI
Guides, news,
advice & more.

l'rn going to lose my house anyway. There is no way I can pay my bills
and l'm too damn old to work! All I have left is my social security
and a small pension. But l'll never be broke enough to stand by while
they treat me like an annoying little bug they can swat.

YI Groups blog
The place lo go
to slay \nforme6
on Groups news!

Val End an attorney tomorrow and do whatever I need to so I know
Hirsch and Shah aren't going to run ot'f with my money! 4

.r

If you want in email me privately. I have had enough of this
nonsense. Even though I will lose my house I can pay for an attorney
to stand up for me. But I need some of you to join in with me to get
this done!

Mel  Hols tein

In Rnclicalbunnvinvcslo rsl:roun@vahor>urn \lDS.C0IT\, "rbinvestor81"
<rbinvestor81@ ...> wrote:
P

> After reading all of the posts on this forum and Another forum and
> than seeing Radical Bunny's open letter. I find this situation to

be
> totally outrageous.

> That letter was a thinly veiled threat as someone else said. How

dare
> Lhey do that when they took all of our money. I don't take kindly

> being tiirearening for expressing an opinion.

> I've been to all the meetings and talked with Radical Bunny
> management and l have not gotten any answers at all. I find Hirsch

> be abrasive at best.

> l`m going to say what appears to be the white elephant on the
f o r m .
> Why is no one taking legs\ action against these bastards?
J

> They are probably going to jail for what they did to us. Not having

> proper license when you colieci zoo million dollars is no small

,
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crime.
>
> I've read enough of this to be sick and tired of the round around
> they are giving us. I called over there today to volunteer for the
> committee and I was told no after they posted the far that

investors
> could volunteer.

>
> l'm not afraid to say l want to bring legal action against Radical
> Bunny LLC. if they have to report to a court then we can get
answers
> out of them.
>
> If you want get something useful done email me privately. I'm going
> to Find an attorney tomorrow morning. We iii take them to court

and
> make sure they aren't going to run off with our money and also make
> sure that when they are caned off to jail we have someone to take
> their place!
>

> Emmi\ me if you want more information about how we can go forward.
> Also, I'm not afraid to give my name. The wouldn't dare threaten me.
> to my (ace they just do it in bold face type!

> Mel Hornstein

Messages in this tonic (2) B3_p\v (via web most\ l Start a now tQplc

M§5§§§§$IEL\§§IEEQLQsILlnlsilQi.\iD§§§\E9l1i\M;§!.bsL$l§§1§Ns1slL

\HoOf,c»noups

Chance iqtnnai vlad thaw: (Yghgq! IO required)
Change settings via email: Switch qettvgrv to Qallv Qwest l Swum format LQ Trad\t\Qnal
vl i l r Yqqr Gram I yahqal Qreuna Tqrmg of Use l Klnsuhsrrlhr

RAD00021

http://us.mg2.maiLyahoo.coWdcllaunch'7.gx=l8L.rand=1egme0fvt8v7c
U2412009



l l ll ll l lllIHllll\ll\ll la

Phoenix Search - Phoenix New Times Page l of!

MU WE
" nlwznlz ,,-*

1

Search
ll all: "Pl: 4

NEWS ewes n£srAunAnrs CALENDAR HUSIC Hov1£s

~;
MUS a£sTor Q.ASSIFIEOS

?-11':1n1~
4 %- s
' ;-\L hub-urudbdsiewTlmes ;'3;*.4['f">'iagF ?4»T¥1'l*H~VAtwmm
S e a r c h  R e s u l t s
Results 1 20f 2 Results for calscan
Sort by: All | Articles I Blogs l Events l Venues 1 Slideshows | Ad Index
Dld you mean cal scan
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Bunny. your Wnunq in padacl. We hum Baan going back and lorlh wolf Mr Knell Io gal | rnnnnq ncnndulaa born Lima nail wane. twill ha in lagan vet
I

S»ncnraly_ Bob

Hanan S Bumnoll
Quuln I Brady LLP
Two Hoch Canlrnl Annum *
Phoenix Anzonn 850042391
Phone. ac2.2aa.s5ts
Daracl Fu. 602.420 SU?
E-mall ruomnon@quann.wm

Thu load Ana alncrvnnnn an milndad lot in only by the miondud rncipinnl and anouw not Ba rand by, or clafwaronl no, any amen pagan. This maB

Fromm h ndlul (maUro;dr_brnal4:al@yahoa.cnm]
Sum Thursday, lily 19. 1007 \1:l4 PM

Tux Bnml\0R. Ruben s*
Sublactz Re: llaalcal Bunny . m HaMs meexang

Du: BoN,
I a m wonnannq ll Chara a i l data: Noaluw around tar the "Au Hands M M M * bsWaan our firm and Zhu ml Mmqngea Ltd W e u p ml u 1llnnla lo m o l r

Th you
a ? waidu

@.at.e§;:§.~.aQ

'8ornhort, Robert S.' <R$B@qulrla.1.com> wrote:

Bah

\ We :re uyrngl to put loqolhar an 'I£1 hands mustang' with all pamaa.

I R ig h t  n o w  w e  l a n la lw e ly h a ve  s a t  a  d a le  a n d  L ima  a l  Tu e s d a y . J u l y 3  l l  1 :3 0  p .m.  a l  l h n  R l r l i c l l B u n n y u l f i c a s  a n  2 2 n d  S l u m. A l s o ,  u n y u ma T h u r s d

1 Thanh you lot your allonlion la this Malta!

l hinny I nnmwd npuualmi In Rnhl\r\ R Rnrnhntl Fan
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From: u 'Wit l"\lll°=2!.!!:!9.!5.!!9.¥.!&§!°.=.$££".l
Sent: Thursday, Jay 19. 1007 l8:4 PM
Tal SMIHMR.. Rah!! s.
Serbian: Ile: llldtll aw a an Hanan Hecunq

MDI

Dall Bob,
I lm wondunnq d mere an dam Nolhnq around lot Ina *Au Honda Moetlnq' bliwun our Fem and mal al monqlgn Lid. We m all 1vullbln la man nm
Thoth. you
Bunny Wnldu

l§Q3).§§.Z:§'5°

'!am faN,Hobart S.' ¢RS8@qunr!u.:od> wrollz

Bob

We url lrynng lo put logolnsr an "Iii hands mn!Lrlq" vuiih nu pMlaa.

Rlqnl now wt tnnlatwaty hay: rt | Dan Md he: d Tulldly, July 3 al 1:30 p.rn. ll who Raoul Bunny alflcn an 22nd SlnIL Alan, anytime Thuudly

Thanh you IG! your l\\lnll9r\ lo mm Malllr.

Dura Lnorwd nmunl lo Ruben S. Homnoll, Esq.

Dunn Llolnru

Quullu /lug/\'I
Oman: Leonard

Qunrlu 8 Bra¢:~/ LLP
One Rananuancl Squarer
Two Nunn Canlrll Au

Pholnl:,.A.Z B5004

Dlld DMI L M L E E M M
Una FII 1§ggj_j1I9,é,!,!_j,
E-mai dl lunlulhqulrlmcom

This eleccronlc maxi LranaminXon and any al.r.achmanr.a ail csn ILdanLLa1 and may Ba p:1vL1nqnd.

Go\ lM Has Yanool lnclbaf ma rasa nuurad MMlhn mom nmrnyal npywnrs pfotnalnn.

This elacnronkc mail Lransmksslon and any attachments are contLdenr.ial and may be prlvileqsd, TI
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Ber'ta Welder

From:
To:
Sent:
Attach:
Subject:

"Mike Denning" <mdennif1g@mlgltd.com>
<dr_bradical@yahoo.com>
Monday, August 20. 2007 3:32 PM
Mortgages Lld.POM (MP13)__v1,pdf
FW; Document for Tom

Per your request.

Michael Denning, =/ span>ph.D.
Preskien!
Registered Principal
Mortgages Ltd.
602.287.1065 602.690.0664 cal\

mdenninq®;;;;g1;g._;gm=font color=b\ue>
ww\v.mrg\nd.com
Ula :mad and any alurhmcuu an cvnpduuial and may mal be coped,/orwardud.or dlnrlbuudbzyondlhr -amid nclplznl ghoul prior pumUilon a/flu under.

Uyou hay: rscrived -gnu/nad in mar. plum ccnrarr hz zmdsr. T7la:vk ~ou.
\ 4 •

.r

I I
t

aFrom: Mike =enr\ing
Sent: Monday, August 20, =007 12:55 PM
To: =mireya_parra@yahoo.com'
Subject: Document for =om

I
r
I

Mireya, =\ease give this to Tom.

Thanks,

Michael =enning, Ph.D .
President
Registered =rincipal
Mortgages *rd.
602.287.3065 602 .690.0664 cell
mdcnr\ine@mtszlLd.com=0.p? ..

x~4wy41n;sMsLQ0m , .
77111:Mari and any aluudumnu are 'arqidznnal and may not Br copied. forwarded. or disribuud beyond ll nomad nclpcnl -llholuprior pumUsian a/Ill xmdu.
I/you hay: ncalvad Zhu:mall in -war, pluuu conlac1_lhl unman Thank -au

_a

RAD00033

1/21/2009.



1,
111\ H

4

wt 4
truecredit I -4~!".l

l .u» 1 »l

.1 ,1Chun nun 14

FRDTECT YGUR IDENTiTY >
re

YOURS is HERE
run INSPIIUI* 1511 Lutai

5

Wit \9~!}'¢2.$
'; ' ;K'  _I
fr F34 .

-

."i" 1 |• r ' * g

'!§:':. : m m

Fwd; FW; Document for TOM Sent Ya.hoo' Mail Page 1 of l

lit. Hun ml $891184 A l I n  l a i 1419

rYAHOO,MAIL
1-

Sands
|

I via zuni r

1nl£l1AiZIJilL1nlZ eanuumlnunum| mi:l.__l_ Ccnlicll __LCIIIndar__._L Ho8apld _I

.4*'h'.=H'»*.!'lI5l Qui ' - ' f l
.=§-ifL§li'*1»":\ *!51.Iw.* I

9 nun Ind :um
man IMI

t¢I4lmlumlla¢uu:Aaua1u BIIJUELUI I We

91uu» P59111 1 lIfe:mI I40n\q • l
Fwd: FW' Document lot Tom

Mina 'U UdlUl' 1i_0H¢l¢lll¥lha!.¢\ll\>

' l a  ' h u m s .  I n n e r *  ¢ n l ¢ n u » f \ n . c l n \ »

pvt' Dacuaun ha Tonus llllnn

Tuulbi. *wall ll. IN? 1:11 UM

ll

Pd Documanl forTom 4
r

| .

Mann flu o¢~uq' -mlunn\nl0ml4l\1.wn»

noun, Manu N, fun lull an
|
\

!

To W_hlmwOrmm.¢m

Huns a m47 wit

In boa 1118!

Dralh mol

.51n1 - - ---in 1

5plml115] Ilrngcyj

Trash llmlfv |

"' """' 1""'l I Hun mmardad mauaqi ¢na¢m.
Born Job Bur... 14]
g r o a n  mu d Y d u o l  Q n I S a u m  F M M 1 mu m - n . 1 1 r h  mm ma n  1 mw n q n M  w o b i mi n

won Lndm Fumsrud Manage Fw Dasumenl f Ar Tom

Laval DIConc1n... [JI

Loud Quuuu

Mann on Ha

Mlrllm UI

mg Ha

www pllll
Rnd Bun la

rndlcal hinny

nanga u.1.rQn \n»|.l1_v 1.pu 1451141

Per your raqucu.
lnrell Ilurltuu

My Phelan

My Attachmanll

i

3
I3_

=

munnuunmr

Michal Denning, Ph.D.
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YAHOOs,MAlL

Radical Bunny I Morigagel Ltd.

From: 'BornrmI\, Robin S.' <R5B6quar1lt.com>

TGI kar\lrQqllavu.com

Cc: 'sulla-, s. Gary' <S5HuLLAw¢ouanu.cum>, °Mo~!l. p. 1mb¢n° ¢»nn¢quams.con\>. 'Hellmann Chf\1'
¢CHullman¢0qulN\s.com>, 'b rlalcll' <dr._bn¢IcaiQvahno.cama»

Tuu4ay, Augur! IB, 1007 Z'll PH

Bob, we racatved the POM (cm tram Mtkn Denning. Aside tram this document and a term al note that was provided al auf August 13 rneet\ng- we
'have not reserved any documentation from your tent. Although the POM may be hetptut tor creating the Investment vehtcte tor Bunny investors, tr
does not provide any asststancu at art with respect to the other aspects el the transacuon structure that we dtscussad at our meeting.

My understandlnq loom our meeting was that Bunny would create its own investment LLC and that the Bunny LLC would then loan lands to Mtg. Lld.
Assuming this structure is still correct. there will need lo be documanlallon to ovldence the loan loom Bunny LLC to Mtg. Lld. and the grant of

collateral by mtg. Ltd. lo secure that loan We have a note lord. bat no security agreement or other collateral documentation, We thought Mtg. Ltd.
v4B$ going to prevtde this documentation. If so, please send ll lo us ASAP. II not, we will need to create the necessary documentation. At a

minimum, lwoutd expect that the collateral documents would Include a Loan and Securlty Agreement and a UCC llllnq similar to what you would see
in a warehouse tone secured by an underlying pool at mortgages. tn the context el the collateral documents. we also need to understand what
protections endlor assurances at loan quality our client will receive. The POM essentially gives absolute discretion to Mtg, Ltd. te make

secured loans on any terms that tt elects. Thls may make sense lot Mtg. Lld's' dealings wllh its Mn investors. but ll the Bunny LLC ts Qolng to loan
upwards al st00.000.000-. it should receive some assurances and protections. such as, e.q.. a minimum loan to value retro. reps and warranties re
loan quality and adherence to underwrlllrtg standards, etc.

Also, Scott rnalcated that Mtg. Ltd. would provlda servictrlg at no cost. Tels cannot be done through the LLC as contemplated In the POM because

Mtg Ltd. will not be a manager of. a have any interest in, the Bunny LLC. We need some documentation that evidences the management structure

lot Me loan collateral that the Bunny LLC acquires as securely lot Ng loan la Mtg. Ltd, ll the collateral tnteresl 10. Me Bunny LLC will be an undivided
Interest In I pool al loans. l suspect that the management will need to be addressed in ipanlctpatlon agreement ll the collateral interest lo the

Bunny LLC will be a direct interest in spectllc leans, then there will need to oh a snoerate sarvlclng agreement, In any event, we need to see the
servicing comment The POM essenttalty gives absolute dtscretlon to Mtg. Ltd. on how to manage any loan assets and gives no meanlnglut right to
an Investor to make any management change. (The lnveslor's only real remedy Is to request a redempllcn al its interest. and that remedy cannot

work in the context al the roan retattonshlp between the Bunny LLC and Mtg. Ltd.) ll Bunny ts going Te loan upwards al $l00.000,000+, It
should have some reasonable aOtllly to control the management at its collateral. '

These loan and collalural issues need lo be resolved in aha context al pulling looelher an overall slruclura lot movlnq forward. Please provide us
with forms from your cllerll ASAP of let us know ASAP If such forms do not axis! and need lo ha creeled.

S\nceraly, Bob Bamnofl

_r

Ruben S. BomhoN
Ouarias A Erady LLP
Two Nunn Canlrai Avenue

Phoenix, Ar\1.ona 85004-2391
Phone; 602.230.5576
Dlrec\ Fax: 802.420.5\72

E~mal\: Mn:nnnN@auar1n1.cnm

. |

Tels email and attachments are lnlanded lot use only by aha blended raclplanl and should not be read Hy, or dellverad lo, any olhsr parson. Thin
email may conlon attorney-dlanl prlvlleqed or conlldenllal lnlormallon. Review or use of ahas small by other lean the addressea(s) is mal aulhoNzad.

If you rncalvad ahas email in ear or wllhoul aulhorizallon, please lnlcrm the aulhov al ahs above address and della lulls small [ram your copular.
Anacnmanls may be aublecl lo Tlllo 17 USC copyrlqhl Ieslrlcllcna.

¢

This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended 'recipient. It you have received this
transmission in error, please notify the sender immediately and delete the transmission Erom
your system. In addition, in order to comply with Treasury Circular 230, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning Eederal tax issues or submissions is not
intended or written to be used, and cannot be used, to avoid federal tax penalties.

I
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YAI-IOOLMMLClauuc

Re: Radical Bunny I Mortgages Ltd.

From: "kamr@gt\aw.com" <kamr@gLlav4.com>
To: RSB@quaries,com

Cc' SSHULlJ\W@quarles.com, PRm@quarles,corn, CHoffman@quar\es.com,
¢r_bradical@yahoo.com

Tuesday, August 28, 2007 3:03 PM

Bob, l have absolutely no idea why you think ahas is the structure. What is contemplated is that the new Bunny
LLC would acquire loans originated by Mortgages~Ltd. This structure works perfectly. The LLC his managed by
your client and enters into a sub-agreement with Mortgages Ltd. This is very similar to the structure ML has
used for many years with great success.

Sam from my BlackBerry Wireless Handheld (www,B\ackBerry.net)

----- Original Message -~---

From; Bomhort, RobeN S. <R$B@guar\¢5,ggm> If

Toy Kant, Robert S. (Sh\d-phx~cp) ,~
Cc: Shullaw, S, Gary <SSHULLAW@guar\e§.com>; Mona, p. Robert <EBM@Q4a£Lei.s:Qm>; H0f1mann_ Chris
<QHoffman@g4a;le;_§gm>, b radical <dr bradica\@yahqQ.qQm>
Seitz Tue Aug 28 1512122 2007
Subject: Radical Bunny l Mortgages Ltd.

1 »
I

Bob, we received the POM form from Mike Denning. Aside from this document and a form of note that was

provided at our August 13 meeting, we have not received any documentation from your client. Although the
POM may be helpful for creating the investment vehicle for Bunny investors, it does not provide any assistance
at all with respect lo the other aspects of the transaction structure that we discussed at our meeting.

My understanding from our meeting was that BUnny would create its own investment LLC and that the Bunny
LLC would then loan funds toMtg. Ltd, Assuming this structure is still correct, there will need to be
documentation to evidence the loan from. Bunny LLC to Mtg. Ltd. and the grant of collateral by Mtg. Ltd. to
secure that loan. We have a note form, but no security agreement or other collateral documentation. We
thought Mtg. Ltd. was going to provide this documentation. if so, please send it to us ASAP, If not, we will
need to create the necessaryctocumentation. At a minimum, l would expect that the collateral documents
would include a Loan and Security Agreement and a UCC hung similar to what you would see in a warehouse
line secured by an underlying pool of mortgages. in the context of the collateral documents, we also need to
understand what protections andlor assurances of loan quality our client will receive, The POM essentially
gives absolute discretion to Mtg. Ltd. to make secured loans on any terms that it elects. This may make sense
for Mtg. Ltd's. dealings with its own investors, Out If the Bunny LLC is going to loan upwards of $100,000,000+,
it should receive some assurances and protections, such as, e.g., a minimum loan to value ratio, reps and
warranties re loan quality and adherence to underwriting standards, etc.

Also, Scott indicated that Mtg. Ltd. would provide servicing at no cost. This cannot be done through the LLC as
contemplated in the POM because Mtg. Ltd. will not be a manager of, or have any interest in, the Bunny LLC.
We need some documentation that evidences the management structure for the loan collateral that the Bunny
LLC acquires as security for its loan to Mtg. Ltd. If the collateral interest to the Bunny LLC will be an undivided
interest in a pool of loans, l suspect that the management will need to be addressed in a participation

agreement. If the collateral interest to the Bunny LLC will be a direct interest in specific loans, then there will
need to be a separate servicing agreement. in any event, we need to see the servicing document, The POM
essentially gives absolute discretion to Mtg. Ltd. on how to manage any loan assets and gives no meaningful
right to an investor to make any management change. (The investor's only real remedy is to request a
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Re: Radical Bunny / Mortgages Ltd. - Yahoo' Mail
Page 2 0f2

redemption of its interest, and that remedy cannot work in the context of the loan relationship between the
Bunny LLC and Mtg Ltd,) if Bunny is going to loan upwards of $100_000_0G0+, it should have some
reasonable ability to control the management of its collateral.

These \oar and collateral issues need to be resolved in the context of pulling together an overall structure lot
moving forward. Please provide us with forms from your cllenl ASAP or let us know ASAP if such forms do mol

-exlsl and need lo be created.

Sincerely, Bob Bomhoh

Robert S. Bomhoft
Ouar\es a Brady LLP
Two North Cen\ra1 Avenue
Phoenix, Arizona 85004-2391
Phone: 602.230.5576
Direct Fax: 602.420.5172

E~mail; rbQmhQft@<1uarlesc0m
I

This email and attachments are intended for use only by the intended recipient and should not be read by, or
delivered lo, any Other person. This email may contain attorney-client privileged or confidential information.
Review or use of this email by other than the addressee's) is not'authorized Lr you received this email in error
or without authorization, please inform the author at the above address and delete this email from your
computer. Attachments may be subject to Title 17 USC copyright restrictions,

This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended recipient. if you have received this

transmission in error, please notify the sender immediately and delete the transmission from
your system. tn addition, in order to comply with Treasury Circular 230, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used,.and cannot be used. to avoid federal tax penalties.

1

Tax Advice Disclosure; To ensure compliance with requirements imposed by the IRS under Circular 230, we
inform you that any U.S. federal tax advice contained in this communication (including any attachments),
unless otherwise specifically stated, was not intended or written to be used, and cannot be used, for the
purpose of (1) avoiding penalties under the internal Revenue Code or (2) promoting. marketing or
recommending to another party any matters addressed herein.

The information contained in this transmission may contain privileged and confidential information. it is
intended only for the use of the person(s) named above. if you are not the intended recipient, you are hereby
notified that any review, dissemination, distribution or duplication of this communication is strictly prohibited. If
you are not the intended recipient, please contact the sender by reply email and destroy all copies of the
original message. To reply to our email administrator directly, please send an email to pq§trg-aste;@gtla;n-,cQm.
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YAHOOIMALClannc

RE: Radical Bunny I Mortgages Ltd.

From: 'Bornhoft. Robert S." <RSB@quarles.com>
To: kan:r@gt\aw.ccm
Cc: 'Shul\aw, S. Gary" <SSHULLAw@quaries.com>, "Maya, 9. P~obert"

<PRr4@quar\es.com>, "Hoffmann, Chris" <CHoffrnan@quar\es.com>, "b radical"
<dr_bradical@yahoo.com>

Tuesday, August pa, 2007 3:11 PM

When you say "acquire loans" what do you mean? - purchase loans or
obtain a collateral interest in the leans? In either event, how are the
loans "acquired"? There has to be documentation to evidence the
acquisition.

Mal is the sub-agreement? Can we see a copy.

Robert S. Bomhoft
Quarles & Brady LLP
Two North Central Avenue
Phoenix, Arizona 85004-2391
Phone; 602.230.5576
Direct Fax: 602.420.5172
E-mail: rbornhQft@glg_a[Le§_,§QI33

I

1

This email and attachments are intended for use only by the intended
recipient and should not be read by, or delivered to, any other person.
This email may contain attorney-client privileged or confidential
information. Review or use of this email by other than the addressee(s)
is not authorized. If you received this email in error or without
authorization, please inform the author at the above address and delete
this email from your computer; Attachments may be subject to Title t7
use copyright restrictions. ..

----Original Message-----
From:kantr@qtlaw.com[mailto;kantr@g§Law.com]
Sent; Tuesday, August 28, 2007 3:04 PM
To: Bomhoft, Robert S.
Cc: Shullaw_ S. Gary; Maya, p. Robert, Hoffmann, Chris,
Dr bradical@yahoocom
Subject: Re; Radical Bunny l Mortgages Ltd.

Bob, I have absolutely no idea why you think this is the structure. What
is contemplated is that the new Bunny LLC would acquire loans originated
by Mortgages Ltd. This structure works perfectly. The LLC u's managed by
your client and enters into a sub-agreement with Mortgages Ltd. This is
very similar to the structure ML has used for many years with great
success.

Sam from my BlackBerry V\Are1ess Handheld (www.B\ackBefry.net)
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--- Original Message ---
From: Bornhcfl, Robert S. <RsB@s1uarle.s.sQm>
To: Kant, Robert S. (Slild-Phx-CP)
Cc: Shullaw, s. Gary <§§lrlULLAW@9uarles.Q9m>. Maya. p. Robert

<PRM@quarb.s.cQrn>. Hoffmann, Chris <CHoHman@qg3fles.cQm>. b radical

' <r1L_bradica.l@val1.Q9.sn.m>
Sent: Tue Aug pa 15:21:22 20o1
Subject: Radical Bunny I Mortgages Lld,

I

Bob, we received the POM form from Mike Denning, Aside from this
document and a form of note that was provided at our August to meeting,
we have not received any documentation from your client. Although the
POM may be hetpiul for creating the investment vehicle for Bunny
investors. it does not provide any assistance at all with respect to the
ether aspects at the transaction structure that we discussed at our
meeting.

I
I .

My understanding from our meeting was that Bunny would createjts own
investment LLC and that the Bunny LLC would then loan funds td.IMtg. Ltd.
Assuming this structure is still correct, there wilt need to be 1
documentation to evidence the loan from Bunny LLC to Mtg. Ltd. and the
grant of collateral by Mtg. Ltd. to secure that loan, We have a note
form, but no security agreement or other collateral documentation. We
thought Mtg. Lid. was going to provide this documentation. if so,
please send it 10 us ASAP. ll not, we will need to create the necessary
documentation. At a minimum, l would expect that the collateral

documents would include a Loan and Security Agreement and a UCC Filing
similar to what you would see in a warehouse line secured by an
underlying pool of mortgages. in the context of the collateral
documents, we also need to understand what protections andlor assurances
of loan quality our client will. receive. The POM essentially gives
absolute discretion to Mtg. Lid. to make secured loans on any terms that
it elects. This may make sense lot Mtg. Ltd's. dealings with its own
investors, but if the Bunny LLC is going to loan upwards of
$100,000,000+, it should receive some assurances and protections, such
as, e.g., a minimum loan to value ratio, reps and warranties re loan
quality and adherence to underwriting standards, etc.

Also, Scott indicated that Mtg. Ltd, would provide servicing anno cost.
This cannot be done through the LLC as contemplated in the POM because
Mtg. Ltd. will not be a manager of, or have any interest in, the Bunny
LLC. We need some documentation that evidences the management structure
for the loan collateral that the Bunny LLC acquires as security for its
loan to Mtg. Ltd. Lr the collateral interest to the Bunny LLC will be
an undivided interest in a pool cf loans, l suspect that the management
will need to be addressed in a participation agreement. Lr the
collateral interest to the Bunny LLC will be a direct interest in
specific loans, then there will need to be a separate servicing
agreement. in any event, we need to see the servicing document. The POM
essentially gives absolute discretion to Mtg. Ltd. on how lo manage any
loan assets and gives no meaningful right to an investor to make any
management change. (The investor's only real remedy is to request a

RAD00039
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RE; Radical Bunny / Mortgages Ltd. - Yahoo! Mail
Page 3 0f4

redemption of its interest, and that remedy cannot work in the context
of the loan relationship between the Bunny LLC and Mtg. Ltd.) if Bunny

is going to loan upwards of 3100,000,000+, it should have some
reasonable ability to control the management of its collateral.

These loan and collateral issues need lo be resolved in the context of

. pulling together an overall structure for moving forward. Please
provide us with forms from your client ASAP or let us know ASAP If such

forms do not exist and need to be created. '

Sincerely, Bob Bomhoft

Robert S Bornhoft
Quakes 8- Brady LLP
Two North Central Avenue

Phoenix, Arizona 85004-2391
Phone: 502.230.5576
Direct Fax: 602.420.5172

E-mail: nbQr.oh0!i@s1u.a1\es,<;.0.rn

I
I

I a
1

This email and attachments are intended for use only by the intended
recipient and should not be read by. or delivered lo, any other person.
This email may contain attorney-client privileged or confidential
information. Review or use al this email by other than the addressee(s)
is not authorized. If you received this email in error or without
authorization, please inform the author at the above address and delete
this email from your computer Attachments may be subject to Title 17
USC copyright restrictions.

This electronic mail transmission and any attachments are confidential
and may be privileged . .
They should be read or retained only by the intended recipient. If you
have received this "
transmission in error, please notify the sender immediately and delete
the transmission from
your system. in addition, in order to comply with Treasury Circular
230. we are required to
inform you that unless we have specifically stated to the contrary in
writing. any advice we .
provide in this email or any attachment concerning federal tax issues or
submissions is not
intended or written to be used, and cannot be used, to avoid federal tax
penalties.

Tax Advice Disclosure: To ensure compliance with requirements
imposed by the IRS under Circular 230, we inform you that any U.S.
federal lax advice contained in this communication (including any
attachments), unless otherwise specifically slated, was not intended or
written to be used, and cannot be used, for the purpose of (1) avoiding
penalties under the internal Revenue Code or (2) promoting, marketing or
recommending to another party any matters addressed herein,

\
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RE: Radical Bunny l Mortgages Ltd. - Yahoo! Mail Page 4 of 4

The information contained in this transmission may contain
privileged and confidential information. It is intended only for the
use of the person(s) named above. if you are not the intended recipient,

you are hereby notified that any review, dissemination, distribution or
_.duplication of this communication is strictly prohibited. if you are not
the intended recipient, please contact the sender_by reply email and
destroy all copies of the original message. To reply lo our email
administrator directly, please send an email to 0osimaster@otlaw.q0m,

This electronic Mai! transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended recipient. If you have received this
transmission in error, please notify the sender immediately and delete the transmission from
your system In addition. in order to comply with Treasury Circular 230, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we .
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used, and cannot be used, to avoid federal Tex penalties. ,

, .

I

unwan-

\

r

. I

I .
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Mortgages Limited Correspondence - Yahoo' Mail
Page 2 of 5

recummendMg lo another party any mailafs addressed herein.

The inlormallon contained in this lransmlssion may conlon pnvilagaU and oonNUenllal lnlormallon. It Is blended only lot the use al the person

(s) named above. ll you are mol the intended recipient you are he/sby nollfled mal any review, alssamlnallon, dlslrlbullon or duplloallon of ahas
communication is slnclly pronlOiled, Lr you are not the Inlayed reclplenl. please contact aha sander by reply small and dsslroy all copies of the

original message. To reply lo our email admlnislralof directly, please send an email lo poslmasler@glIaw.com,

From; Bomhok, Robin S.
Sent: Tuesday. September 18. 2007 1:43 PM

To: Mona. p. Robert

Subject RE. Bunny

1

I .
I

I ]use spoke wllh Howard. Tom is out today Ha Told ms Ital Its group

still wants Io see The proposed document looms lot the unOsrlylng loan
purchase Iransacllons before moving ahead wllh the POM. I spoke wolf
Varhln last weolm and he was going Io check rollo golllng documents. Out I
haven'l racerveO anything yet. Wtlall OlscusseO wolf Verbln (and, In
general. requusleo Ital ha provide) was the lollowrngz

1. Slandavd forms for the unOaflyrng loan Oocumanls (Ll,
clo. deed of trust. etc.) lot aha ML loans Ital will Oh purchased by

Bunny LLC.
2. Conveyance Oocumenla showing how aha lranslor al The

loans loom ML Io Bunny LLC will be complelod .
3. ll the loans that Bunny auqulres will be partIal

Interests, a copy of the Form parllclpallorl agvaemenl that ML will

propose Io use.
4, Copy al the ssrylclng agreement lot ML Io service The

loans owned (In whole or in pan) by Bunny LLC. (Tels aqroomerrl may be
cornomeo Into ha parliclpallon agrenmenl ll Bunny LLC only acqulros

panlcipauon lnloresu).
5. To aha extent nor covered by the above Oocumenls. any

other documents necessary Io evloence The agfeemenls al aha paNes

regardlnq Its payment and allocallon al payments recelveO on the

undenylno loans Ital are purchased by Bunny LLC.

8. Any other documonls ML would view as necessary lo
lmplamenl The slruclula.

r
J

I

Ruben S. Bornholl
Quarles a Brady LLP
Two North Central Avenue
Phoenix, Arlzona B5004-2391
Phone: 502.230.5578
Dlrecl Fax: 602.420.5172 ._ -' ,
E-mall: rbnmhoA@quarlesarzm
This aleclronlc mall lransmlsslnn and any allachmsnls' ere conlldenllal and May Bo pdvlleqed.
They should be read or relalned only by the blended raclplenl ll you rsava received mis

lransmlsslon in ency, please holily Me sender lmmedlalaly and della the llansmisslon from
your syslam. in addlllon. in order in comply with Treasury Clrcular 230. we are required lo
lnlorrn you that unless we have speclncally slated lo aha cranlrary in wrlllnq_ any advrca we
provide in ahas small or any attachment concernlnq federal lax lssuas or suhmlsslons is mol

blended or wrlllen lo be used, and cannot Ba used, lo avoid lateral lax genallles.

J

PorwaMad Massage; FW: Bunny

Tuesday, September ll, 2007 6'5\ AN

FW: Bunny

From: 'Moll. p Robert" <PRM®quarles.cnrn>

To: "Burnho!t, Ruben 5.' <RSB@quar\as.corn >

Fyl.
--Grlginal Message- -
From: kan\r@gUaw.com [mallln.kanlr®uilaw r:om\
Semi; Monday, September 10, 20076:19 PM
To; Maya, p Ruben
Subiecl: Bunny
Bob, Hirsch called me today lo fund out status. Obviously, I did not mourn the call. Strange.

Sen! from my B\ackBerry Wireless Handheld (www,B\ackBeny.ne\)

Tax Advice Disclosure: To ensure compl\anua with requirements \imposed by the IRS under Clrcular 230, we lnlorm you that any U.S. fecieral lax

RAD00042
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Forwarded Malaga: RE: Bunny

Mnnrhy, Swtsmbcr W. 1c01 7:55 AH
RE: Bunny

From: 'Howl. iv, Kona' ¢vI\m0auu\ssr.nm>

You `BarnnoI!. thrum S' ¢I\5G¢nv»r\u.:om

Bobs I agree wl\h your analysis. Please proceed. I need lo run lo a meerlr\g_ bu! will be available later in res m0m\ng.

ram: Eornhoh, Ruben S,
ant: Monday, September 10, 2907 7:54 AM

oz soya, P Robert
ublect:  RE: Bunny

Nor do l l now agree with Kant. however, If that language is In all al the notes. then l/lhlnk ll supports the rlghl lo trade out the notes with

assignment of mortgages (although the language is still a Bil problemallc because ll doest provide any quldance on what the terms olthe new
mortgages need lo be). The structure, I think. would have lo be a payout 01 each exlstlnq note wllh the new note evldenclnq a brand new
transacllon I think we have lo review the securllles and lax ramihcatlons Iron that basis. I also lhlnk there is no poll in the cllenl vigorously

arguing for another structure. l lhrnlr they probably should agree lo the trade out approach lot exlsllng collateral the same way as lot new

collateral. I am not sure how ahas all lives wllh what the client may have told existing Investors with respect to Shel/ Investments. I suspect no one
thought they were ouytng flo a note that could be Palo off in kind. Let me know your thoughts and Iwlll get back to the Bunny looks this morning.

Bob

I

Robert S. Bornhoh
Quarles a Brady LLP
Two North Central Avenue
Phoenix Arlzona 85004.2391

Phone; 602.230.5578

Olrect Fax: 502,420,5172
E-mall: rbornholt@quarles.com

Thls email and attachments are lnlenoed lot use only by the intended reclplenl and should not be read by or delivered to, any other person. Thls

email may contain attorney-cllent privileged or conlldenllal lnlormatlon. Revlew or use 01 ahas email by other than the aodressee(s) is not authorized
Lr you reoetved this email in error or wlthoul authorlzallon. please lnlorm the author at the above address and delete ahas email loom your computer.

Attachments may be subject to Tllle 11 USC copyright restrlcllone.

F r o m: Maya, p. Robert
Sent: Monday, September 10, 2007 7.]2 AM

To: Bornhoft, Robert S.
Subject: FW : Bunny

Nil sure l understand MIke's comment.

Mortgages Limited Correspondence - Yahoo! Mail Page 3 of 5

advice contained in lens communication (including any attachments), unless otherwise specifically slated_ was not intended of written to be used,

and cannot be used. lot the purpose dl (1) avoiding penalties under ire lnlemal Revenue Coda or (2) promoting, mafkeling or recommending lo

anolhef party any mailers addressed herein,

The inlormatlcn contained in this uansmisslon may contain pdvtlngeo and conNdentlal inlormatlon, ll is Intended only for the use al the person

(s) named above. ll you are not the Intended recipient. you are hereby rtolifleO mal any review, dissemination, dlsldbullon or duplication al this
comrnunlcallon is strictly prohlOlteo. I( you are not the intanoad rsclplenl. please contact the sender by reply mall and destroy all copies al the

orlgmat message. To reply to our small admunlstrator directly, please reno an email to postmaster@gt1aw.com.

From: mike Denning [mai lto:mdenning@rmgltd.cuml
Sent: Monday, September 10, 2007 7:31 AM

To: kanlr@gt1aw.com; Maya, p. Robert
Subject: RE: Bunny

Too many pNva\e agendas.

--Original Message--
From: kanlf@gllaw.com
T01 "PRM@quarlas.cnm' <PRM@quar1es.com>

Sent 9/812007 6;5S AM
Suhieciz Re; Bunny
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The funny lhmg is \Hal my c1\anl believes your client agrees wolf my clianl's approach.

Sam from my 8lack8arry Wireless Handheld (www8lackBerry.nel)

_ Original Message ---
From: Maya, p. Robert <PRM@quar\ea.com>

To: Kan\, Ruben S. (Shld-phx~cp)

Sam: Sal Sep 08 07227:08 2007

Sublacl; RE; Bunny

Great minds lhlnk alike, Iras also lhinlclnq ahs principals need lo*
lack. Lel me connacl wolf Bomhoh Nrsl, then we can arrange a .

mealing

Tax Advice Dtsclosura; To ensure compliance with requtremonts Imposed by the IRS under Cttcular 230. we \glom you that any U.S. ledsral lax
advice contmnad tn this communication (including any attachments), unless otherwise spucltcatly stated. was mol Intended or wdllan In be used,
and cannot be used. for the purpose cl (1) avoldtng penalties under the Internal Revenue Coda or (2) promoting, marketing or recommunalng to

another party any matters addrassnd hete\n.

The inlormallon conlainod in this lransmlsauon may conlon privileged and conlldenllal lnlormalion. ll is blended only lot the use al the person

(s) named above. H you are not the lnleraded reclplenl. you are hereby nolllled that ugly ravlew, dlssamlnallon, dlslrlbullorl or dupllcallon cl ahas
communicallon is strictly prohlblled. H you are mol the intended raclplenl, please contact ahs sender by reply email and destroy all copies al ahs

original message. To reply lo our small adminlslralor cilraclly, please sand an small lo poslmasler@qllaw.com.

From: kanll@gllaw.com lmn111o:!san\r@Qua:a.soml

Sent: Sa\urday, September DB. 2007 6:25 AM
To: Maya, p. Robert

Sublet: Ra: Bunny

This is a problem. ML will mol put up addlllonal collateral. Lelllng ahs
loans pay all will mal change the fact that ML Nous mol have l0.pay in
cash and you: cllenl will sllll be operallng in a quesllonable manner.

in addillon, Hlrsh will have lo explain lolls cllenls that lay will be
gslllng loans ralhsf lean cash. ML's'suggesllon really lsllha only
allemalave. Perhaps Hlrsh nanas yet anolhsr conversallon wllh ML.

Sent loom my BlackBerry W\re\ess Handheld (www.B\ackBerry.nal)

-- Oflglnal Message --~
From: Maya, P, Rotor\ <PRM@quarlea.cofn>
To: Kant, Ruben S. (Shad~Phx-CP)

Sent: Sal Sep 08 07117125 2007
Subleclz RE; Bunny

HI Bob; I have mol hoard any more about the lawyer mlgralluns.

v\Alh respect \c Bunny, Tom H. does not like your propusai regarding
existing loans and much prefers either of \he allemallves we suggested.

l need Ra lack down Bornhoft lo learn more about his conversation wllh
Tom.

From: kanlr@g!\aw.com lmamn:haum@Qum;wl
Sent: Salurday, September as, 2007 5151 AM

Ta: Maya, p. RubeN

Sublecl: Bunny

Where are we. What are you hearing abu\ the Snell-Squlre losses.

Th£5 electronic mail lransmlsslon and any attachments are ccnHdenlla\ and may be pdvlleged.

They should be read or retained only by the intended redpienl. ll you have faceted this
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orwafdnd Mussa9l: FW: Bunny Rnparl

Thursday, Slnumblr 6, 2007 18:55 AH
W: Bunny Report

form 'Movl. F legs' <Pl\mlBquanss.com

To: 'BomrlolL #loom s.' lSBQauaIlu.cum>

s I gredicled.
--Or\glnal Message-~»
ram: kanlr@gllaw.com [mnrlln8=nlr@gu_ay;_Q5;f_1;1
enl: Thursday. Saplember 08, 2007 l0:52 AM
o; Maya. p. Robert
ublecl: Re; Bunny Report
ob, I am polly sure that ML is lhinlung afoul a roll over strategy under which the currsnl lrweslmanls will in rolled \no the new lnveslmerll, Tels
Ill occur as last as possible. I am csnain that ML will mol give any guaranlsa lot ahs new lnvsslmanl. I am also cerlaln that ML will not Dal up any
one collateral lot the existing Rolex. I also do mol Oellevo ll makes any sense lot anyone lo wall until the exilsllng notes ala repaid lwlll gal you

he exact mechanics lot the rollover.

enl loom my BlackBerry V/Areless Hanehnlo ( BlackBerry.nel)

I
.. Original Message --

ram: Maya. p. Ruben <PRM@quartes.oom>

or Kant, Ruben S. (Shed~Phx~CP)

Sent: Thu Sep 06 11:41:19 2007
Sul>ler.1: Bunny Report
Bomhok spoke with the Bunny prlndpats yesterday. Nth respect to the Investment of new Iunde, the prlnclpels generally were in agreement with
the approach l outllnerl lot them based on your input. They stressed, however, that nothing can be llnallzed until document clralts are circulated

and the mechanics al the structure are negotiated.

With respect w funds provtdeo previously to ML, the principals al Bunny believe that a different structure will be necessary, The existing

investment is evidenced by notes creating direct obligations al ML to Bunny lot the payment el principal and Interest at speclhc rates, Thls

structure tar the money presently outstanding has been disclosed to and relied upon by bunny's investors, Bunny does not want to replace exlettnq
otallgallone al ML with direct loan interests from ML's borrowers tn the same manner as tor new money, because this would eliminate ML's exletlng

oOligatlons to gay prtnclpal and Interest under the currently outstanelnq notes.

Bornholt and the Bunny pnnclpals discussed a couple al options to address this issue. although cenalnly other options may exist. and we welcome

your Input. One option would be to use the same structure as lot new money, but to overlay the structure with some type el guaranty loom ML with
respect to its prlndpat and interest eOllgations under the,outstandlng notes loom ML to Bunny. Another option would be simply to leave the exlstlnq
notes tn place and collateralize them until they are paid ell. The Bunny principals believe that moat al the outstanding notes from ML have

malunlies al less Man one year from today, so the \ransl\ion period should be relallvely brlel.

Tels eleclronlc mall lransmlsslon and any attachments are confidential and may be privileged.
They should be read Ar relalned only Hy the blended recipient. ll you have received ahas

lransmlssion in error. please noliiy the sender immedlalely and dnlele the transmission ham
your system. in adalllon, In order lo comply with Treasury Circular 230, we are required lo
inform you that unless we have specifically slated lo the contrary in wrlllnq, any advice we

provide in ahas email or any attachment concerning federal lax issues or submissions is mol
blended or wrlllen lo be used, and cannot Bo used, lo avoid federal lax penalties..

Tax Advlce Olsclosure: To ensure compliance wllh requirements imposed by the IRS under Circular 230, we lnlorm you that any U.S. federal la
advice conlalned in this communication (Including any atlachmanls), unless otherwise speclhcally slated, was mol blended or wrlllen lo be used,

and carol be used. (or the purpose al (11 avoiding penalties under the lnlernal Revenue Code or (2) promoting, marketing or recommending lo

another party any mailers addressed herein,

The lnlormalion conialned in this transmission may conlon privileged and conhdenllal lnlorrnallon, ll is blended only for the use al the person

(s) named above. ll you are not the intended reclplenl. you are hereby nalllled that any review. dlsseminallon, dislrlbullon or dupllcalion al ahas
cornmuniralion is sldclly prohiblled, ll you are not the blended recipient, please contact the sender by reply email and destroy all copies al the

original message. To reply 10 our email administrator directly, please send an email lo poslmasler@gflaw.com.

Mortgages Limited Correspondence - Yahoo' Mail Page 5 of S

transmission in error, please notify the sender lmmedtatety and delete the transmission loom

your system. In addition. tn Omar to comply with Treasury Circular 230, we are required to

inform you that unless we have specifically stated m the contrary in writing, any advice we

provide In this email or any attachment concerning toderat tax issues QI submissions is not

iritenOed or written to be used, and cannot be used. to avoid tederat tax penalties.
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Berta Wander

From:
To:
Sent:
Subject:

"Maya, P. Robert" <PRM@quarles.com>
"8omhoft, Robert S." <RSB@quar1es.com>
Wednesday, September 19, 2007 9:07 AM
Fw: Bunny

Bob: FYI.

Sent from my BlackBerry. Please excuse breviary and typos,

Original Message

From: kanrr@gtlaw.com <kanlr@gdaw.com>

To: Maya, P. Robert

Cc; mdenning@mngl1d.com. <mdenning@mlgltd.c0rn>, tbrown@mtg\ld.com <tbrown@,mtgltd,com>

Sent: Wed Sep 19 \0:37:27 2007 ..

Subject: Re: Bunny . .

f
I

Bob, if that is Hirsh's view, please have him call Mike Denning. I think eilis clients need lo determine what is lo be provided
and what is not Lo be provided.

Scnl from my Boa(:kBcrry WLreless Handheld (www.B1ackBerry.net)

----- Original Message

From: Maya, P, Robcn <PPeM@qunr\es.com>

To: Kam, Robert S. (Shad-Phx-CP)

SCM: Wed Sep 19 09108106 2007 .

Subject; FW; Bunny ,

l

i

Bob: FYL

Tax Advice Disclosure: To ensure compliance with requirements imposed by the [RS under Circular 230, we inform you
that any U,S. federal lax advice contained in this communication (including any attachments), unless othenvisc specifically
stated, was not intended or written to be used, and cannot be used, for the purpose of(l) avoiding penalties under the lmemal
Revenue Code or (2) promoting, marketing or recommending to another party any matters addressed herein.

The information contained in this transmission may contain privileged and confidential information. it is intended only
for the use of the pcrson(s) named above. If you are not the intended recipient, you are hereby notified that any review,
dissemUaation, distribution or duplication of this communication is strictly prohibited. If you are not the intended recipient,
please contact the sender by reply email and destroy all copies of the original message. To reply to our email administrator
directly, please send an email to postmaster@gtlaw.com.
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From: Bomhofi, Robin S.

Sent: Tuesday, September IS, 2007 1:43 PM

To: Maya, P. Robert

Subject: RE; Bunny

just spoke with Howard. Tom is out today. He told me that the group

still wants lo see the proposed document forms for the Underlying loan

purchase transactions before moving ahead with the POM. I spoke with

Vermin last week and he was going to check into getting documents, but I

haven'l received anything yet. What i discussed with Vcrb"u1 (and, in

general, requested that he provide) was the following:

l . Standard forms for the underlying loan documents (Le,

note, deed of trust, etc.) for the ML loans that will be purchased by

Bunny LLC.

2. Conveyance documents showing how the transfer of the

\tans from ML to Bunny LLC will be campleled.

I o
I

I I
I

I

3. lflhc loans than Bunny acquires will be partial

interests, a copy of the form participallon agreement that ML will

propose to use. I

4. Copy of the servicing agreement for ML to service the

\oars owned (in whole or in pan) by Bunny LLC. (This agreement may be

combined inc the participation agreement if Bunny LLC 0n\y acquires

participation interests).

S. To the extent not covered by the above documents, any

other documents necessary to evidence the agreements of the parties

regarding the payment and allocation ofpaymenls received on the

underlying loans that are purchased by Bunny LLC.

6. Any oMer documents ML would view as necessary to

implement the structure.

Ruben S. Bomhoft

Quarles & Brady LLP

Two North Central Avenue

Phoenix. Arizona 85004-239i

Phone: 602.230.5576

Direct Fax: 602.4205 i72

E~maii: rbornhoft@quarles.c0m
This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended recipient. If you have received this
transmission in error, please notifythe sender immediately and delete the transmission from
your system. in addition, in order to comply with Treasury Circular 230, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
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intended or written m be used, and cannot be used, to avoid federal tax pena\lies.

I

I .
I

J

¢
. I

I .
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Berta Welder

From:
To:
Sent:
Subject:

"Maya, P Robert" <PRM@quar1es.com>
"Bomhoft_ RobeN S." <RSB@quar|es com>
Tuesday, September 11, 2007 6:51 AM
FW: Bunny

FYI

-----Origins\ Me;sage--~~-
From: kanlr@gl\aw.c0m [mailt.o:kantr@gt\aw.com]

Sent: Monday, September IO, 2007 6:19 PM

To: Mona, P. Robert

Subject; Bunny

Bob, Hirsch called me today no find out status. 'obviously, I did not return the call. Strange.

Sent From my BlackBerry WLrc\css Handhe\d =www.BlackBcny.net)

4

I I
|

n v
r

I
.

Tux Advice Disclosure: To 'sure compliance with requirements imposed by the IRS under Circular '30, we inform you
that any U.S. federal tax advice contained in this =omrnunication (including any attachments), unless otherwise specifically
=tated, was not intended or written Io be used, and cannot be used, for ==he purpose of(l) avoiding penalties under the
internal Revenue Code or =2) promoting, marketing or recommending to another parry any matters =ddressed herein.

The information contained in =his transmission may contain privileged and confidential =nformation. It is intended only
for the use of the person(s) =amcd above. If you are not the intended recipient, you are hereby ='otitlied that any review,
dissemination, distribution or duplication of==his communication is strictly prohibited. If you are not the intended =eeipient,
please contact the sender by reply email and destroy all =opies of the original message. To reply to our email administrator
=irectly, please send an email to postmasler@gtlaw.co'm.

I
1

r

»

</HTML

r I
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Berta Welder

From:
To:
Sent:
Subject:

"Maya, P. Robert" <PRM@quar\es.com>
"Bomhoft Robert S." <RSB@quar\es,com>

2007 7:55 AMMonday, §eplember 10,
RE: Bunny

Bob: I agree with your analysis. Please =r0ceed. I need to run to a meeting, but will be available later
in the morning.

From: Bornhoft, Robert S. =BR>Sent: Monday, September 10, 2007 7:54 AM

To' Mona, p, Robert
Subject: RE: Bunny

Nor do l. l now agree with Kant, however. If that =anguage is in all of the notes, then l think it supports the right to trade
out the 'ates with assignment of mortgages (although the language is still a bit -roblcmatic because it doesn't provide any
guidance on what the terms of the new =ongages need to be). The structure, i think, would have to be.a ='ayolll'ofeach
existing note with the new note evidencing a brand new =ransaction. i think wehave to review the securities and tax
ramifications from that basis. iaiso think there is no point in the client vigorously -arguing for another structure. i think they
probably should agree to the trade =ut approach for existing collateral thefSame way as for new. ='ollaterai, l am not sure how
this all jives with what the client may have told existing investors with respect to their investments. lsuspcct no one =h0ught
they were buying into a note that could be paid oft' in kind. Let me "now your thoughts and i will get back to the Bunny
folks this moving.

Bob

Robert =. Bomhoft
Quarles 8\ Brady =LP
Two North Central =venue
Phoenix, Arizona 85004-2391
Phone: =022230.5576
Direct Fax: 602.420.5172

E-maiiz r0ornh.gft@q;.1ar\es.com.

J

This email =nd attachments are intended for use only by the intended recipient and should not be =ead by, or
delivered to, any other person. This email may contain =ttorney-client privileged or confidential information.
Review or use of this email by =ther than the addressee's) is not authorized. if you received this email in =rror or
without authorization, please inform the author at the above address and=elete this email from your computer.
Attachments may be subject to Title 17 =sc copyright restrictions.

From: Mona, p. Robert =BR>Sent: Monday, September 10, 2007 7:32 AM
To' BomhoN, Robert =.
Subject: FW: Bunny

Not sure I understand Mike's =ornment.

From: Mike Denning =mailto:mdenning@mtgltd.com]

Sent: Monday, September 10, 2007 7:31 AM
To: kantr@gtlaw.com, Mona, p. Robert
Subject: RE: Bunny
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Too many privalc agendas.

-----Original Message--~~
From: kanrr@gtlaw.com
To: "PRM@quar\es.com" <PRM@quarles.com>
Sent: 9/8/2007 6:56 AM
Subject: Re: Bunny

The funny thing is (Hal my c\ien: believes your client =grees with my elienl's approach.

Sent from my BlackBerry Wireless Handheld (www.B1hckBcrry.net)

'rigina\ Message ~----

From: Maya, P. Robert <PRM@quar\cs.com>

T01 =anl, Robert S. (Sl\\d~Phx-CP)

Sam: Sal Sep 08 07:27:08 2007

Subjccl: 'Et Bunny

Greal minds think alike. I was also thinking loc =rincipals need to
talk, Let me connect with Bomhoft first, then we can "rrangc a
meeting

I

I .
1

. . . . . . . - -. . . . . . .. .. . . . . . . .. . . . . . . . . . ......=1....-..

Tax Advice Disclosure; To ensure compliance with requirements imposed by 'he IRS under Circular 230, we inform you
that any U.S. federal tax advice =oruained in this communication (inciud'u\g any attachments), unless otherwise =pecifica1ly
stated, was not intended or written to be used, and cannot be used, for -he purpose otl(l) avoiding penalties under the
Internal Revenue Code or (2) =promoting, marketing or recommending to another party any matters =ddressed herein.

The information contained in =his transmission may contain privileged and confidential information. =t is intended only
for the use of the person(s) named above. if you are not =iic intended recipient, you are hereby notified that any review,
dissemination, distribution or duplication of this communication is =trictly prohibited. If you are not the intended recipient,
please contact the =ender by reply email and destroy all copies of the original message. To reply to =ur email administrator
directly, please send an email to postmaster@gtlaw.t:om.

.....-...-..-.--......-. ......-........=.
A

From: kanrr@gLlaw.com [n1¢ilw.kanrr@gL\ax¢.90m]

Sent: =alurday, September 08, 2007 6:25 AM

To: Maya, P. Robert

Subject: Re; Bunny

This is a problem. ML will not put up additional =ollateral. Letting the
loans pay offwili not change the fact that ML does not =ave no pay in
cash and your client will still be operating in a questionable =manner.
Ln addition, l-iirsh will have tn explain to his clients that =hey will be
geeing loans rather than cash. ML's suggestion really is the only
alterative. Perhaps Hirsh needs yet another conversation with ML.

Sent from my BlackBerry =ire\css Handheld (www.BlackBerry.net)

----- Original Message =---
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From; Maya, P. Robin <PRM@quar\cs.com>
To: Kant, Roger\ S. (Shad-phx-cp)
Sent: Sat Sep 08 07: 17:25 2007
Subject: RE; =unny

Hi Bob; l have not heard any more about the lawyer migrations.

With =espect to Bunny, Tom H. does not like your proposal regarding
existing loans 'nd much prefers either of Lhe alternatives we suggested.
kneed lo track =0wn Bomhoft to team more about his conversation with
Tom. ,

From: kamr@gtlaw,com [maillQ:kanlr@1zl\aw.cQm]
Sent; =aturday_ Seplcmber OB, 2007 5:5 l AM
To: Mona, P. Robin
Subjccti =unny

Where arc we. What are you hearing about the Snell-Squire losses.
This =lectronic. mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the =ntended recipient. If you have received this
transmission in error, -lease notify the sender immediately and delete the transmission N'om
your system. in addition, in order to comply with Treasury Circular '30, ac are»required to
inform you that unless we have specifically stated to the 'contrary in writing, any advice we I
provide in this email or any =ttachment concerning federal tax issues or submissions is not '
intended or =ritten to be used, and cannot be used, to avoid federal tax penalties.

I
I .

|

. 1
11
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Berta Welder

From:
To:
Sent
Subject:

"Mcaya, p. Robert" <PRM@quar\es.r:om>
"Bomhoft, Robert S." <RS6@quarles.com>
Thursday, Septembef 06, 2007 10:55 AM
FW; Bunny Report

As I predicted,

~-~~-Ori8inal Message---~
From: kanrr@gllaw.com [mai\io:kanrr@gt\aw.com]

Sent: Thursday, September 06, 2007 \0;52 AM

To; Maya, P. Robert

Subject: Re: Bunny Report

Bob, l am pretty sure that ML is thinking about a roll ='ver strategy under which the current investments will be rolled into
'he new investment. This will occur as fast as possible. I am certain 'Hal ML will not give any guarantee for the new
investment. l am also =er1:iin that ML will not put up any moire collateral for the existing =0tes. l als0 do not believe it
makes any sense for anyone to wail until "he exiistihg notes are repaid. l will get you the exact rneohanics for =l\e rollover.

»  »

I

Sent from my BlackBerry Wireless Handhe\d =www.B\ackBerry.nct)

----- Or igins\ Message ---<-

From: Maya, P, Robert <PRM@quar\cs.com>

To: Kant, Robert S. (Sold-Phx-CP)

Sent: Thu Sep 06 1\14l:192007

Subject; Bunny Report

Bornhoft spoke with the Bunny principals ='esterday,'With respect to the investment of new funds, the -principals generally
were in agreement with the approach I outlined for =hem based on your input. They stressed, however, that nothing can =e
finalized until document drafts are'circulated and the mechanics of=he structure are negotiated.

With respect to funds provided previously to ML; the erincipais of Bunny believe that a different structure will be =ccessary.
The existing investment is evidenced by notes creating *'erect obligations oiIML to Bunny for the payment of principal and
'interest at specific rates. This structure for the money presently =utstanding has been disclosed to and relied upon by
Bunny's =nvestors. Bunny does not want to replace existing obligations of=L with direct loan interests from ML's borrowers
in the same manner as =or new money, because this would eliminate ML's existing obligations to =ay principal and interest
under the currently outstanding =otes.

Bomhoft and the Bunny principals discussed a couple =t'0ptions m address this issue, although certainly other options may
=xist, and we welcome your input. One option would be to use the =ame structure as for new money, but to overlay the
stmcmre with some =ype of guaranty from ML with respect to its principal and interest =bligations under the outstanding
notes from ML to Bunny. Another =ption would be simply to leave the existing notes in place and =oilateraiize them until
wey are paid off. The Bunny principals =elieve that most of the outstanding notes from ML have maturities oil=ess than one

year from today, so the transition period should be =elativeiy brief.
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This electronic mail transmission and any attachments =re confidential and may be privileged.
They should be read or retained only by the intended =ecipient. if you have received this
tra.nsmissi0n in error, please notify the sender *immediately and delete the transmission from
your system. Ln addition, in order Io comply =ith Treasury Circular 230, we are required Io
inform you that unless we have specifically slated lo =he contrary in writing, any advice we
provide in this email or any attachment concerning =ederai tax issues or submissions is not

intended or written to be used, and cannot be used, =o avoid federal tax penalties,

Tax Advice Disclosure: To =nsure compliance with ijequiremcnts imposed by the IRS under Circular "30, we inform you
that any U.S. federal lax advice contained in this =ommunication (including any attachments), unless otherwise specifically
=tated, was not intended or writer to be used, and cannot be used, for =he purpose of(l) avoiding penalties under the
lntemal Revenue Code or =2) promoting, marketing or recommending to another party any matters =ddresscd herein.

The information contained in 'his transmission may contain privileged and confidential 'nllormation. it is intended only
for the use of the person(s) ='amed above. If you are not the intended recipient, you are hereby =0tiflied that any review,
dissemination, distribution or duplication of 'his communication is strictly prohibited. If you are not the intended -recipient,
please contact the sender by reply email and destroy all =opies of the original message. To reply to Dur email administrator
=irectly, please send an email to p0stmaster@gtlaw.com, ' , '  i sc
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Mortgages Limited Correspondence - Yahoo! Mail Page I of 5

YAHQOIMA\L

Mortgages Llmilad Correspondancn

From: 'Bornhol\, Flobift S." <llsBoqulrlu.cum>

To: 'b ra:s1c11' ¢dr_nrlalcai¢Uvlnoo.com>

Fw; aunmmml txsx6l. FW: Bu-v.»m1 lskhl. RE; Bunfvvamlixsxam. par: Bunrqv nnnotuml Inna;

wevnuday. Swumou 19, 1007 Zuni PH

Bunny. attached are some al the recent emails. You need lo read through the entire chain on each email to gel a sense lot the discussions. A

"prevailing theme has been our constant requests for documentation. which so far have gone unanswered. in addition la the attachments, we have
made several other email and verbal requests tor documents.

Bot:

Ruben S. Bornhofi
Ouanes a Brady LLP
Two North Censual Avenue

Phuanlx, Arizona 55004-2391
Phone: 602.230.5578
D\recl Fax: e02.420,sl72

E~mall; Mrnrnhnr\®n»larln< mm

This mall and allashmenls are inlendad for use only by aha lnlendad recipient Ami should mol be read by, of dellverad lo. any olhar person. This
email may coram allomey-cllenl pNvlleged or conlldsnllal lnlormallcn. Review or use al lulls small by ulnar lean the agpre§sae(s) is mol aulhollzed.

ll you racaivsd this small in efrcv or wllhoul aulhorlzallon, please Inform the author al Zhu above address and delalq ahas email lrcm your compulal.
Allachmenls may be sublevel lo Tllla 17 USC copyrlghl f asldcllons. ' I

r
I

* .

This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by :he intended recipient. It you have received this
transmission in error. please motif y the sender immediately and delete the transmission from
your system. in addition, in order to comply with Treasury Circular 238, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used. and cannot be used, to avoid federal tax penalties.

Forwarded Massage: Fw: Bunny

Fw: Bunny
¢ Wednesday, Suutsmbu \9. 1007 9:07 AM

aroma Maya, P. Room' <9Rm¢quarll\5qom:»

Ta: °Bornncft. Robert S." ¢RSBoquar1u.cnm>
» .

Bob: FYI.

Sent loom my BlackBerry. Pease excuse brevl\y and \pos.

--- Original Massage ---
From; i<anir@gliaw.corn <kanir@gliaw.com>

To: Maya. P, Ruben
Cc: mdannlng@miglid.com <mdenning@rnlgl\d.cdm>. lbrown@mlglid.<:om <lhrcwn@miglid.com>
Sent: Wed Sep 19 10:37:27 2007 .

Sublecil Re: Bunny
Bob. If that is Hirsh's view, please have him call Mike Denning. l think our clients need lo delermlne what is lo be provided and what is not lo he

provided.

Sent from my BlackBerry Wireless Handheld l .BlackBerry,nel)

...- Orlglnal Message --
From: Maya, P. Robert <PRM@quarles.com>

To: Kant, Robert S. (Shad-phx-cp]
Sam: Wed Sep 19 09:08:06 2007

Subbed: FW: Bunny

Bob: FYI.

Tax Advice Disclosure: To ensure compliance with requirements Imposed by the IRS under Clrcular 230, we inform you that any U,S. federal

lax advice contained in this cornmunlcatlon (including any attachments), unless otherwise spedllcally slated, was not intended or written in be

used, and cannot be used, for the purpose of (1) avoiding penalties under the lniemal Revenue Code or (2) promoting, marketing or

RAD00055
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Radical Bunny l Mortgages Ltd. Yahoo' Mail Page 1 of l

YAI-IOO!,MA1L

Radical Bunny I Mortgages Ltd.

From: °B4Jmhopl. Ruburt S.' ¢R5§0quar1\$.Cum>

To: 1lanlr'5qtlavr COm

Cc: 'Hoya, l. Rohm' ¢.PRr4Ioquanu.com>_ 'h radical' ¢dr_brad1ul¢yahoo.cam>

Hwmay, OtWbor u. 1o07 4:14 nm

Bob. Tom Hirsch has lndlculed lo us that he would like lo mses individually with you and Scowl Coles in Olscuss cenaln aspects al Its lransacllon. I

have olscusseo ahas wllh Bob Maya and wllh aha cllenl Our Ilium has no oblecllon lo your moellng dlrecily with Mr. Hirsch and Mr Coles lo Olscuss

m̀alle¢s relating lo Me lransacllon,

SlnceIeiy, Boo Bomhofl

Robin S Bomhok

(Juan's L Brady LLP
Two north Central Avenue
Phoenix, Arizona 55004-2391
Phone: s0zza0.ss1s
Dlrecl Fax; 502.420.5172

E~mal\: Mnrnhnf\®n\larl»1 #nm

Tata small and attachments ale trnerMed lot use only by the tntandnd fsctptenl and should not be read by, or Oallvsred lo. any other person. This
aral may contain at1nmay~cHent prtvttegad or conttdantlat tnlormallon. Ravlew or use of this malt by other than who addrasseets) Is not aulhortud.
ll you recctved thus email In Errol or without authorization. please Inform the author at the above address and deters this email ham your computer.

Attachments may be subject lo Tttls 11 USC copyright rsstrtcttons. I ,

;

*.

This electronic mall transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended recipient, I! you have received this
transmission in error, please notify the sender immediately and delete the transmission from
your system. in addition. in order to comply with Treasury Circular 210, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning Eederal tax issues or submissions is not
intended or written to be used, and cannot be used, to avold federal tax penalties,

z

. I o
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FWD Baby Bunny POM - Yahoo! Mai\ Page l of I

YAHOO!MAUL

FW: Baby Bunny POM

From: 'Todd Brown' <tbrc>wn@m:qttd.com>

To: dr_bra<2lcal@yahoc.com

Monday, October 29, 2007 9:57 AM

#]2793\057v]_PHX__ . MoRTgAGEs_Bauy Bunny__pOm.DOC (Jamal,
OV_Comparlson_D3279]10S7v2_PHX_ - MORTGAGE$_RB1_POM-l3279]lOS7V3_PHX_ MORTGAGE5_Baby Burv\y_._pOm.ucc (u9sxe)

Todd Brown
Senior Vice President cf Operations
Mortgages Ltd.
pp: (502) 287-3069
Fax: (602) 264-9374
tbrown@mtgltd.com
i l l lp;/lwww.mor1q§_gesild.com

f

I

This e-mail and any attachments are confidential and may not be forwarded, copied or distributed
beyond the named recipient without prior permission of the sender, if you have received this e-
mail in error, please contact the sender. Thank you.

From: kantr@gt\aw.com [mallt0:kantr@gtlaw.com]
Sent: Friday, October 26, 2007 4:00 PM
To: Scott M Coles; Mike Denning; Todd Brown
Cc: GarciaB@gt1aw.com
Subject: FW: Baby Bunny POM

I am attaching clean and marked copies of the POM reflecting the discussions at cur meeting yesterday withTom. \n
this time frame. I doubt it is perfect butt think it is important to finish this as soon as possible for reasons we have
discussed. i do not have Tom's email address. Would one of you forward it lo him,

Tax Advice Disclosure: To ensure corripiiance with requirements imposed by the IRS under Circular 230, we
inform you that any U.S. federal tax advice contained in this communication (including any attachments), unless
otherwise specifically stated, was not intended or written to be used, and cannot be used. tor the purpose of (1)
avoiding penalties under the Internal Revenue Code or (2) promoting, marketing or recommending to another party
any matters addressed herein.

The information contained in this transmission may contain privileged and confidential information. It is
intended only for the use of the person(s) named above. If you are not the intended recipient, you are hereby
notified that any review, dissemination, distribution or duplication of this communication is strictly prohibited. It
you are not the intended recipient, please contact the sender by reply email and destroy all copies of the original
message. To reply to our email administrator directly, please send an email to postmaster@gtlaw.com.

a

RAD00058
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FW; Baby Bunny POM (for diem) - Yahoo! Mail Page 1 off

YA_HOO!,M Al L
Claanc

FW: Baby Bunny POM (for client)

From: 'kanlr®guaw.com" <Xantr@gtlav4.ccm>

To: sco\¢s®m¢qlm..:om, mdenn\nq@mLq1\d.com, £brown®mtqlm,ccm, dr_braa\cal@yahoo.com

Cc: Garcla8®qUav4.com

Friday, November 2, 20o1 mu AM

nJ279J\057v4_PHX_ - r4ORTGAGES_Baby BunnY_POM.DOC (JQZKB),
DV_Comuar\son_IJ27931057v3_PHX__ . MORTGAGES__Baby BunrW_POM-#32793\057v4_PHX_ MORTGAGES__BaDY 8unny_pOm.doc (JBGKBI

Here are clean and marked versions of the POM reflecin§ our discussions yesterday.

Tax Advice Disclosure: To ensure compliance with requirements imposed by the IRS under Circular 230, we inform you
that any U.S. federal tax advice contained in this communication (including any attachments), unless otherwise specifically
stared, was not intended or written lo be used, and care-wt be used, for the purpose of (11 avoiding penalties under the
internal Revenue C_ode or (2) promoting, marketing or recommending to another pay-ry any matters addressed herein.

The information contained in this transmission may contain privileged and confidential information. it is intended only
for the use of the personlsi named above. If you are not the intended recipient, you are hereby notified that any review,
dissemination. distribution or duplication of this communication is strictly prohibited. if you are not the intended recipient,
please contact the sender by reply email and destroy all copies of the original message. To reply{to our email administrator
directly, please send an email to postmaster®gtiaw.com. ,~ . .'

|

r.

I

|

!

I .

\
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Offering Price Nil Prncecds lo Company (2)Sailing Commissions (1)
s 50,000

$500,000,000
Minimum per Person (3)
Tata\ Oft"er` 2

s 50,000
$500,000,000

s

s

-0-

-0-

10/Z6/07
3z7931057v3

PRIVATE OFFERING MEMORANDUM
,2007

BABY BUNNY L.L.C.,
an Arizona Limited Liability Company

S500,000,000 of Membership Interests

Baby Bunny L.L.C. (the "Company")was formed by Radical Bunny L.L.C., an Arizona l imited

liabi l i ty company (the "lvlanager"), to acquire al l  or portions of loans ("Loar\s") to various persons,

corporations, limited liability companies, pannersliips, and other entities ("Borrowers") secured by deeds

of trust or mortgages on residential, commercial, and industrial real estate. Substantially all the Loans

will be secured by real estate located in Arizona. The Manager has the exclusive right to manage the

business and affairs of the Company. Al l  of the Loans wi l l  be acquired from Mortgages Ltd. ( the

"Originator"), an unaffiliated mortgage banker, pursuant to a loan origination and servicing agreement.

Mi n i m um  In i t i a l  Inves tm ent S50,000 l  |
I

The Company is offer ing, to "accredi ted investors". as defined in Regulation D under the

Securities Act of 1933, as amended (the "Securities Act") url no $500,000,000 in Membership interests

("Interests") in the Company (the "Offering"). The Offering i i i  continue unti l  terminated by the

Company.

The currently anticipated range of yields on the interests is from 9% to ll% per annum. There is

no assurance that this or any other return wit\ be achieved.

AN WVESTMENT IN THESE SECURITIES IS HIGHLY SPECULATIVE AND INVOLVES SUBSTANTIAL RISKS.
SEE"R.lSK FACTORS." BEGINNING ON PACE J

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED OR RECOMMENDED by THE
SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER REGULATORY AUTHORITY NOR H.AS THE
SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER REGULATORY AUTHORITY PASSED UPON OR
ENDORSED THE MERITS O.F TIlls OFFERING OR THE ADEQUACY OR ACCURACY OF THIS PRIVATE
OFFERING MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY IS A CRIMLNAL OFFENSE.

THESE SECURITIES ARE BEING OFFERED WITHOUT REGISTRATION UNDER THE sscunmas ACT OF 1933,
AS AMENDED, AND THE RULES AND REGULATIONS FROMULGATED TIIEREUNDER, OR THE SECURITIES
LAWS OF ANY STATE AND ARE BEING OFFERED AND SOLD IN RELIANCE UPON AN EXEMPTION FROM
REGISTRATION UNDER TIIE SECURITIES ACT IN ACCORDANCE WITH THEPROVISIO.NS OF SECTION 4(2)
AND RULE S06 OF REGULATION D PROMULCATED THEREUNDER BY THE SECURITIES AND EXCHANGE
COMMISSION, AND STATE SECURITIES LAWS. TI-IESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON
TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED
UNDER TIIE SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS, PURSUANT TO REGISTRATION,
OR EXEMPTION TIIEREFROM.

(l) The interests will be offered through Mortgages Ltd. Securities, L.L.C. ("MLS")_ an affiliate of the Originator, on a best
efforts basis. Neither the Members nor the Company will be required ro pay MLS a securities commission.

(2) The Manager will pay all offering expenses, including legal (yes, panting costs, and tiling (yes, currently estimated al $50,000.
(3) The Company and MLS, in their sole discretion, may change or adjust the minimum investment per person, at any time,

prL'<37.793 \057v3
RAD00061



WHO MAY INVEST

Investor Suitability Requirements

An investment in Interests involves a high degree of risk and is suitable only for persons of

substantial financial means that have no need for liquidity in their investments. interests will be sold only

to investors that (1) buy at least $50,000 of lnterests, subject to certain exceptions, in the discretion al' the

Company and MLS, and (2) represent in writing that tiiey meet the investor suitability requirements

established by the Company and required under federal or state law,

The written representations you male will be reviewed to determine your suitability. The

Company and MLS may, in their sole and absolute discretion, refuse an offer to purchase interests in

whole or in part if either believes that an investor does not meet the applicable investor suitability

requirements, or interests are otherwise an unsuitable investment For the investor, or for any other reason.

You must represent in writing that you meet, among others, all of the following requirements:

you have read and fully understand this Memorandum and are basing youndecision to invest

on the information contained in this Memorandum, .f

you have relied only on the information contained in this Memorandum and have not reiicd

on any representations made by any other person,

except u not required by the Company or MLS, you are an "accredited investor" as defined in

Rule 50l(a) of Regulation D under the Securities Act. An accredited investor is an investor

tint meets any of the following tests

> any natural person who has (i) an individual net worth, or joint net worth with his or her

spouse, or more than $l,000,000, or (ii) individual income in excess of $200,000, or joint

income with his or her spouse in excess of $300,000, in each of the two most recent years

and has a reasonable expectation of reaching the same income level in the current year,

> any corporétion,Massachusetts or similar business trust, partnership, or organization

described in Section 50i(c)(3) of the Internal Revenue Code, not formed for the specific

purpose of acquiring Interests, with total assets over $5,000,000,

> any trust, with total assets over $5,000,000, not formed For the specific purpose of

. acquiring Interests and whose purchase is directed by a person who has such knowledge

and experience in financial and business matters that he or she is capable al evaluating

the merits and risks of an investment in interests as described in Rule S06(b)(2)(ii) under

the Securities Act,

> any broker-dealer registered under Section 15 of the Securities Exchange Act of 1934, as

amended,

> any investment company registered under the Investment Company Act of \940 or a

business development company as defined in Section 2(a)(48) of the Investment

Company Act of 1940,

> any small business investment company licensed by the Smali Business Administration

under Section 30i(c) or (d) or the Small Business investment Act of 1958,

I
RAD00062
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SUMMARY

The following summary is qualified in its entirety by the more detailed information appearing

elsewhere in this Memorandum. Prospective purchasers and their attorneys, accountants, or business

advisors should thoroughly review this entire Memorandum prior to the purchase of interests.

The Company and the Manager.

The Company is an Arizona limited liability company formed in November 2007.

The manager of the Company (the "Manager") is Radical Bunny LLC, an Arizona limited liability

company. The Manager has the exclusive right to manage the business and affairs of the Company in

accordance with the operating agreement of the Company (the "Operating Agreement"), a copy of which is

attached hereto as Exhibit A.

The principal offices of the Company and the Manager are located at 2222 East Camelback Road,

Phoenix, Arizona 85016, telephone (602)682-5150, and facsimile (602)682-5156.

The Originator

I

Mortgages Lid. (the "Originator"), an Arizona licensed mortgage banker, will originate, select,

and service all Loans in which the Company acquires an interest pursuant to an Origination and Servicing

Agreement. Scott M. Coles is the Chairman and Chief Executive Officer bf Originator.

Objectives of the Company.

The Companyls primary objectives are (i) to preserve the Company's capital, (2) to provide its

Members with monthly cash distributions from interest payments on the loans in which the Company owns

an interest; and (3) to return die Members' investments upon the winding up of the Company. The Company

cannot assure that these objectives will be met.

I
Investments of the Company.

The Company will acquire all_or a portion of loans ("Loans") to various persons, corporations,

limited liability companies, partnerships, and other entities ("Borrowers") secured by deeds of trust or
mortgages on residential, commercial, and industrial real estate. It is anticipated that all of the Loans will be

secured by real estate located in Arizona.

Securities Offered.

The Company is offering up to $500,000,000 in'lnterests (the "Offering"). The Offering will
continue until terminated by the Company,

The currently anticipated range of yields on the interests is from 9% to it% per annum. There is

no assurance that this or any other return will be achieved.

The interests will be offered through Mortgages Ltd. Securities, L.L.C. ("MLS"), which is an

affiliate of the Originator, on a best efforts basis. MLS is a member of the National Association of

Securities Dealers ("NASD"). Neither the Members nor the Company will be required to pay MLS a

securities commission. Once an investment has beenaccepted, it may not be revoked. Upon the acceptance

of a subscription, the investor will be admitted as a Member. The Company and MLS, in their discretion,
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ntcrcst Rates on the Loans.

The Interest rule payable lo the Company on each Loan in which the Company acquires an

interest will be at a rate determined at the time of the Company's acquisition. Interest payments generally

will be due monthly. The Loans will bear fixed interest rates throughout their term.

Principal Payments on the Loans.

Some of the Loans will be "interest only" loans while other Loans will be "amortizing" Loans.

An interest only Loan has no principal repayment requirements during its term with a balloon of the full

principal obligation due upon the Loan s maturity. Art amortizing Loan may either have periodic

principal payments, such that the principal is repaid in full by such periodic reductions by the Loan's

maturity date, or periodic principal reductions that result in a partially reduced principal amount by

maturity, requiring a "balloon" payment of less than the original principal amount, such as in the case of a

loan with principal payments based on a 20-year amortization but only a three~year term.

Security for the: Loans.

Each Loan will be secured by a deed of trust or mortgage on residential, commercial or industrial

real estate. The deed of trust or mortgage may be subordinate or subject to one Or more existing liens or

encumbrances on the real estate. The Company generally will not receive an appraisal of the real estate

eertiiied by an independent appraiser.

in certain cases, the only collateral securing the Loan will be the real estate or other property

underlying the Loan. in other cases, the Loan will be secured by personal or corporate guarantees or may

be secured by one or more items of real or personal property in addition to the property constituting the

primary security for the Loan. Nevertheless, the primary security for a Loan in most cases will be the

property underlying the Loan. The ability of the Borrower ro pay the outstanding balance of a Loan

(particularly a non-amortizing Loan) upon maturity will depend primarily upon the Borrower's ability to

obtain sufficient funds by the refinancing, sale, or other disposition of the underlying property.

Terms of the Loans.

The length of m'atUrity at the Loans generally will range between one and three years although

certain Loans may have shorter or longer maturities.

Principal Amount of Loans; Loan Advances.

Other than the funding in connection with certain specialized loan programs, each Loan will be in

a principal amount equal to the funds advanced at the time the Loan is originated, including any interest

reserve, any amounts advanced for costs incurred in connection with the acquisition financing, or

refinancing of the underlying property, and title insurance fees, escrow fees, casualty insurance

premiums, and other such items. Except for specialized loan programs, such as delayed funding

construction loans and certain revolving loan plans, in which funds may be drawn upon in periodic

amounts the entire principal amount will be funded at the closing of the Loan and will earn interest at the

agreed upon rate from such date. Although construction loans may be acquired, the Company will fund a

draw to a Borrower under such a Loan for payment to a contractor or subcontractor only after the

Originator, on behalf of the Company, has a lien waiver executed by the Borrower, general contractor, o

subcontractor, as appropriate, and the Originator, on behalf of the Company, has authorized the release o

the funds.
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fulti\l redemption requests at any time, however, may be affected by the \eve's of redemption requests

received an liar lime, the amount of cash then held by the Company, the Lien principal payments on Loans

as a result of Loan maturities and prepayments, and the ability of the Manager at that time to sell Loans

without a loss to provide funds for redemptions. in fulfilling redemption requests, the Manager, in its

sole discretion, may effect such redemption requests with a combination of cash and fractional undivided

interests in Loans valued at their unpaid principal balances, The fractional undivided interests may

include non-performing Loans held by the Company. Any distribution of non-performing Loans to a

redeeming Member must be in the same percentage of the total non-performing Loans that the redeeming

Member's interest in the Company bears to the total of all Members' interests in the Company, The

Company will have the right, in its sole discretion, to redeem all interests held by a member to the extent

a redemption request would leave the Member with a total balance in the Member's Account of less than

ss0,000.

Any requests for redemption prior to the end of the Minimum investment Period will be satisfied

only in the sole discretion of the Company and the payment by the Member of an early withdrawal fee in

an amount equal to the greater of 2°/aof the redemption proceeds or 35,000 (the "Early Withdrawal Fee").

The Company will subtract the Early Withdrawal Fee from the redeemed proceeds prior to distributing

the redeemed proceeds to the electing Member. in exercising its discretion whether0r not to honor a

redemption request prior to the end of the Minimum investment Period, the CoMpany may consider,

among other factors, the amount of cash held by the Company; the'Company's.Loan portfolio, and other

redemption requests by Members. I.

A return of a portion of a Member's balance in the Member Account will result in a recalculation

of such Member's Participation Percentage in the Company. The Member would then receive

distributions attributable to such recalculated Participation Percentage.

Voting Rights al' the Members,

The Manager will control the operations of the Company. The Members will have the right to vote

only on certain matters affecting the Company, including (with the approval of the Manager) the amendment

of the Operating Agreement, the removal of the Manager for cause, and the election of a successor Manager.

Voting rights are based upon the Participation Percentage held by each Member at the time of the vote. See

"Summary of the Operating Agreement.'

Limited Liability of llrlcmbcrs.

Members will not be liable for any debts of the Company beyond the amount of their investment and,

in certain circumstances, distributions. See "Summary of Operating Agreement."

Term of the Company.

The Company will commence dissolution, winding up, and termination on the earliest of

December 3l 2032, the determination of the Manager, or the sale of substantially all iLe assets. The

Company currently anticipates that it will terminate no later than December 31, 2032. See "Summary of the

Operating Agreement."

Risk Factors.

IAn investment in interests is speculative and involves a high degree of risk. See "Risk Factors.

Fiscal Year of the Company.

The fiscal year of the Company will be January i to December 3 i.

I
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Investment by Tux-Exempt Entities.

A to<-exempt holder of Interests, including IRAs, Keogh Plans, and other qualified retirement plans

("Tax-Exempt Entities"), should understand that its allocable share of the Company's taxable income may

result in such Tax-Exempt Entity having unrelated business to:<able income ("UBTi") if such income and

any other unrelated business income or debt-financed income of the exempt entity exceeds Sl,000 in any

year.

Characterization al' Certain Fees and Expenses.

No opinion has been or will be received with respect to the deductibility of fees paid by the

Company. Although the Company believes the amount of fees that will be charged will be reasonable based

on the services to be provided, no assurance can be given that the [RS will not seek to treat the fees as

constituting art allocation of income or a distribution of capital of the Company, rather than as a capitalizable

or deductible expense of the Company. Expenses of organizing the Company and of promoting the sale of

Interests must be capitalized by the Company. Although the Company may elect to treat certain

organizational expenses (but not offering expenses) as deferred expenses and amortize them over a period of

180 or more months, some of the expenses that will be incurred by the Company will be difficult to classify

under the treasury regulations. Accordingly, no opinion has been or will be received regarding the

capitalization, deduction, or amortization of the various organizationaiand offering fées.

Potential Dcaicr Status.

I

r

If the Company sells Loans, it could be characteri7.ed as a "dealer" with respect to such Loans. in

that event. income from the sale of the Loan would be ordinary income, The characterization of the
Company as a dealer for federal income lax purposes would have an adverse e8"ect on Tax-Exempt Entities

that are Members because any gain resulting from the disposition of Loans would constitute unrelated

business income to such Tax-Exempt Entities. Such a characterization also could affect the application of

the passive activity rules to table investors. Although the Manager does not intend to sell Loans to the

extent that such sales could cause the Company to be characterized as a dealer, no opinion will be received

regarding the status of the Company as a dealer and no assurance can be given that the Company will not be

deemed to be a dealer in Loans. I

Investment la the Company by qualified plans may result in the Company's assaiLs being treated as

plan assets under ERISA. ..

The Coinpany's assets may be "plan assets" as such term is used in die U.S. Department of Labor

regulations under the Employee Retirement income Security Act al' 1974. ("ER.lSA") for purposes of the

prohibited transaction' rules set forth in Section 406 of EP»lSA and lmemal Revenue Code Section 4975.
|

If nn investor is investing through n pension or profit-sharing trust, the investor needs to consider the
ERISA Regulations. .

in considering an investment in interests with a portion of the assets of a qualified pension, profit-

sharing, or other retirement trust, a fiduciary, taking into account the facts and circumstances of such trust,

should consider, among other things, (l) the definition of "plan assets" under ERISA and the labor

regulations regarding the definition of "plan assets", (2) whether the investment satisfies the diversification

requirements of Section 404(a) of ERISA, and (3) whether the investment is prudent, considering the nature

of an investment in interests. The fiduciary should also consider the fact that there is not expected to be a

market created in which to sell or otherwise dispose of interests. See "ERlSA Aspects of the Offering."
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bankers, and other lenders. The Company's competitors may also include Affiliates of the Manager and

the Originator. Some of' those competitors have greater marketing, Financial, and other resources than the

Company and the Originator and may have longer and stronger relationships than the Company and the

Originator with potential borrowers. Such competition may impede the Company's ability to acquire

interests in favorable Loans. Moreover, an increase in the availability of funds for lending may increase

competition for Loans and reduce the yields available therefrom.

The risk of the Company's Loans will increase with any increases in their noun-to-value ratios.

The risk of a Loan will increase with any increase in the ratio of the amount of the Loan to the value

al' the property securing such Loan because the property will possess less Protective equity in the event of a

default by the Borrower. The Originator will make as assessment cf the loan-to-value ratio prior to making

or acquiring a Loan. in making its assessment of the value al' the property to secure a Loan, the Originator

may review any available appraisals of the property by qualified appraisers, the purchase price of the

property, recent sales of comparable properties, and a wide variety of other factors. The Originator generally

will 1101 retain art independent third party tO conduct a formal appraisal, but will rely on its own assessment of

the value of a property. it should be noted that appraisals are estimates of value and not a measure of true
worth or realizable value. The Originator is riot a real estate appraiser, however, and the absence of an

independent appraisal removes all independent estimate of value. ~Thcre can be nO assurance that the

Originator's estimated values will be comparable or bear any relation to the actual market value of a property

or the amount that could be realized upon the refinancing, sale, or other disposition of a property, As a result,

the amount realized in connection with the refinancing, sale;lor other disposition of the property iii the

ordinary course of business or at or following a foreclosure sale may not equal the then outstanding balance

of the related Loan.

The Company may not have adequate security for certain Loans.

Certain Loans may be made on a nonrecourse basis. In such a case, the Company will be required to

rely for its security solely on the value of the underlying property and will not have any right to make any

claims for repayment personally against the Borrower. Other Loans may be full recourse loans, may be

secured by personal or corporate guarantees, or may be secured by one or more items of real or personal

property in addition to the property constituting the primary security for the Loan. Nevertheless, the property

underlying the Loan in most.cases will be the primary source for repayment of the Loan upon maturity or in

the event of a default. The ability of the Borrower to pay the outstanding balance of a Loan (particularly a

non-amonizing Loan) at maturity will depend primarily upon the Borrower's ability to obtain sufficient funds

by refinancing, sale, or other disposition of the underlying property.

If the Company acquires the property underlying a Loan, there can be no assurance that the amount
realized in connection with the sale of the property in the ordinary course of business or al a foreclosure sale

will equal the Company's assessment of the value of the property or the then outstanding principal amount of

the related Loan.

Balloon payment Loans entail greater risks than amortizing Loans.

The ability of a Borrower to repay the outstanding principal amount of a Loan that does not provide

for the payment of all or any part of its principal prior Lo maturity will depend primarily upon the Borrower's

ability to obtain, by refinancing, sale, or other disposition of the underlying property or otherwise, sufficient

funds to pay the outstanding principal balance of the Loan at a time when such funds may be difficult to

obtain, wide the result that the Borrower may default on its obligation to repay the amount of the Loan in

accordance with its terms. in addition, a substantial reduction in the value of the property securing a Loan

could precipitate or otherwise result in the Borrower's default. Any such default could result in a loss to the

Company of all or pa.rt of the principal or interest on such Loan.
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Joint venture Loans entail special risks.

Although not typical, the Company may enter into joint ventures, partnerships, and loan

participations with third parties other than the Originator or its Affiliates for the purpose of acquiring interests

in Loans, which entail special risks. Joint ventures, partnerships, and loan participations involve the potential

risk of impasse on decision making in situations in which no single party fully controls the Loan with the

result Lhat neither the Company nor any other party will be able to exercise full authority with respect to the

protection al' the investment iii the Loan. in addition, although the Company or another party to the

transaction often will have the right to purchase. the interest of any other party in the Loan, the party seeking

to acquire the interest of another party may noLhave sufficient funds to do so. There also is a risk that the

Company will become a tenant in common with its joint venture partners following a foreclosure and that

disagreements may arise regarding the disposition of the property.

There will he n lack of geographic diversity of the properties underlying the Loans.

It is anticipated that all of the Loans will be secured by properties located in the slate of Arizona,

resulting in a geographically concentrated Loan portfolio. Any downturn in the economy or the real estate

market in Arizona may reduce the value of the properties securing the Loans and increase the default rate

of the Loans. Such circumstances would reduce the return on the Loans. I

There will be a concentration 0`Louns among Borrowers. .r

r

The Company's portfolio at' Loans can be expected 10 be to a relatively small number of

Borrowers as a result of the amount of funds available to the Company. Therefore, the Company may be

subject Lo an increased degree of risk to the extent that a single Borrower or a small number of Borrowers

default with respect: xo Loans.

Loans may permit prepayments, which could affect the Company's return.

In the event that a Borrower prepays all or a portion of the principal amount of a Loan before its

maturity, the amount of interest that the Company will receive in the future may decrease if an appropriate

reinvestment is not made, drereby reducing the amount of the return to the Members.

The nbscncc of sinking funds may adversely nfTcct Loans.

No sinking fund .generally will.i;e provided by a Borrower for repayment of a Loan. Therefore, the

sources for repayment of a specific Loan will depend primarily upon the economic viability of a Borrower or

the successful refinancing, sale, or other disposition of the underlying property. No assurance can be given

that a Borrower will remain economically viable or that a refinancing, sale, or odier disposition can be

accomplished at a time when the principal amount of a Loan is required to be paid on terms that will permit

its repayment or that a Borrower will have sufficient funds to satisw its obligation under a Loan from other

sources.

The presence or nbsencc of a due on sale clause may affect the ability to sell a property underlying n

Loan.

A due on sale clause in a Loan may make the underlying property less marketable, thereby

making it more difficult for a Borrower to repay the Loan. The absence of a due on sale provision will

enable a Borrower to sell the underlying property subject to the lien of the Company's deed of trust or

mortgage, which may subject the Company to the risk that the knowledge, experience, and financial

resources of the new purchaser are not equal ro that of the original Borrower, thereby affecting the

potential successful refinancing, sale, or other disposition of the underlying property or otherwise

impairing the chances of repayment of the Loan.
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national, regional, or local economic

slowdowns, and unemployment rates,

customer M518S and preferences,

retroactive changes in building codes,

liscai policies and governmental rules and regulations, including rent, wage, and price controls,

zoning and other land use regulations, and environmental controls,

any costs necessary to bring a property in compliance with the Americans with Disabilities Act

al' i990 and the possibility of lines by the federal government or an award of damages in private

litigation resulting from noncompliance,

the treatment For federal and state income tax purposes of incoMe derived from real estate,

natural disasters and civil disturbances, such as earthquakes, hurricanes, floods, eruptions, or

riots, including those that may result in uninsured losses, and

other factors beyond the control of the Company.

conditions, including plant closings, industry

In recent years, the presence of hazardous substances or toxic waste has adversely affected real estate

values in certain circumstances and resulted in the imposition of costs and damages to real estate owners and

lenders. in addition, certain expenses related to properties, such as property taxes and insurance, tend to

increase over time. These and other factors could increase the cost of holding properties or adversely affect

the terns and conditions upon which properties underlying Loans may be refinanized, sold, or otherwise

disposed of. lit addition, all mortgage loans, including the L,6ans, are subject to loss resulting from the

priority of real estate tax liens, mechanic's liens, and material men's liens. Therefore, the success of the

Company will depend in part upon events beyond its control.

The types and concentrations of properties underlying the Loans in which the Company acquires
an interest may subject an investment in Interests lo special risks.

The types and concentration of properties underlying the Loans in which the Company acquires

interests may subject the Company to special risks in addition to the general real estate risks described

above.

Unimproved Properties. J

Factors afTecling,thé value of unimproved properties include the following:

the Company will be subject to a greater risk of loss in the event of delinquency .or default by a

Borrower on a Loan secured by a deed of trust, mortgage, or similar instrument on unimproved

real property than if such Loan were secured by a deed of trust, mortgage, or similar instrument

on improved real property,

a Loan secured by unimproved real property involves a particularly high degree of risk since the

property generally does not have access to utilities, such as water, sewer, electricity, or cable,

and may not be zoned or subdivided for its highest and best use, and

an unimproved property does not generate income other than as the result of a refinancing, sale,

or other disposition and the Borrower's Loan payments generally will be the Company's source

of cash flow on the Loan until a sale, refinancing, or other disposal of the property,

Multifamily Rental Properties.

Factors affecting the value and operation of a multifamily rental property include the following;

the physical attributes of the property, such as its age, appearance, and construction quality,

the types oil amenities and services offered at the property,
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Retail Properties.

The success of a retail property depends on a number of factors, including the Following:

the ability to attract and retain tenants, particularly significant tenants that are able to meet

their lease obligations;

the number and type of customers that tenants will be able to attract,

competition from other retail properties,

perceptions regarding the safety,_=convenience, and attractiveness of the property and the

surrounding area, .- .

demographics of the surrounding area,

the strength and stability of the local, regional, and national economies,

traffic patterns and access to major thoroughfares,

the visibility of the property,

the availability of parking,

the particular mix of the goods and services offered at the property,

customer tastes, preferences, and spending patterns, and .

the drawing power of other tenants. 1.I
|»

Office Proparries. I
r
*.

Factors affecting the value and operation of an office property include the following'

the number and quality of the tenants, particularly significant tenants, at the property,

the physical attributes of the building in relation to competing buildings, including age,

condition, and design,

the location of the property with respect to the central business district or population centers,

demographic trends within the metropolitan area to move away from or towards the central

business district;

social trends combined with space management trends, which may change towards options,

such as telecommuting or "hoteling," to satisfy space needs,

tax incentiveS offered to businesses or property owners by municipalities adjacent to or near

where the property is located,

local competitive conditions, such as the supply of office space or the existence or

construction of new competitive office buildings,

vacancy levels,

the quality of property management;

access to mass transportation,

changes in zoning laws,

competitive factors affecting office properties, including rental rates, and

amenities offered to tenants, including sophisticated building systems, such as fiber optic

cables, satellite communications, or other technological features.

Hosp ila/ity Properties.

Factors affecting the economic performance of a hospitality property include the following:

the location of the property and its proximity to major population centers or attractions,

the seasonal nature of business at the property,

the level of occupancy and room rates relative to those charged by competitors,
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lnduslrfal Properties.

The success of an industrial property depends on the following:

the demand for industrial space occasioned by conditions in a particular industry segment or

by the strength of the economy, i

the location and desirability of the property, which may depend on a variety of' factors,

including the availability of labor services,

proximity to supply sources and customers,

accessibility to various modes'of transportation and shipping, including railways, roadways,

airline terminals, and pons, . *

the quality and creditworthiness of individual tenants, and .

environmental risks depending upon the nature of the business conducted at the property.

Warehouse. Mini- Warehouse, and SemS1oragc Facilities.

The succcssfu\ operation of a warehouse, mini-warehouse, or self~storage property depends on a

variety of` factors, including the following:
I

building design,

compeuuon,

location and visibility,

efficient access to the property,

proximity to potential users, including apartment complexes or commercial users,

services provided, such as security,

the property's age, appearance, and improvements, and

the quality of management.

r

J

4

Restaurants and Taverns.

Factors affecting the economic viability of an individual restaurant, tavern, or other establishment

that is part of the food and beverage service industry include the following:
r

the cost, quality, and availability of Food and beverage products;

perceptions by prospective customers of safety, convenience, service, and attractiveness,

competition with the operators of comparable establishments in the area in which the property

is located,

negative publicity resulting from instances of food contamination, food-borne illness, crime,

and similar events,

changes in neighborhood demographics, constmer habits, and traffic patterns,

the ability to provide or contract for capable management,

retroactive changes to building codes, similar ordinances, and other legal requirements, and

in the case of a franchised property, the strength and financial condition of the franchisor,

actions and omissions of the franchisor, including management practices that adversely affect

the nature of the business or that require renovation, refurbishment, expansion, or other

expenditures, and the degree of support the franchisor provides or arranges.
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Churches and Other Religious Facilities.

Factors affecting a church or other religious facility include the foiiowingz

I

•

the level of charitable donations to meet expenses and pay for maintenance and capital

expenditures, .

social, political, and economic factors affecting attendance and the willingness of attendees to

make donations, and

local, regional, and national economic conditions affecting donations.

Parking Lois and Garages.

Factors affecting the success of a parking lot or garage include the following:

I

I

l

the number of rentable parking spaces and rates charged,

the location of the lot or garage and its proximity Lo places where large numbers of people

work, shop, or live,

the amount of alternative parking spaces in the area, , .  '

the availability of mass transit, and ,  . _ .',

perceptions of the safety, convenience, and services of the lot or garage,
/.

A Borrower's bankruptcy may adversely affect payment on its Loan and therefore the return on
the Interests.

The United States Bankruptcy Code {"Bankruptcy Code") and state insolvency laws may

interfere with or affect a lender's ability to realize upon collateral or to enforce a deficiency judgment. For

example, under the Bankruptcy Code, the filing of a petition in bankruptcy by or against a Borrower will

stay the sale of the property securing a Loan, as well as the commencement or continuation of a

foreclosure action. in addition, if a court determines that the value of the property securing a Loan is less

than the principal balance of the Loan it secures, the court may reduce the amount of secured

indebtedness to the then-value of the property. Such an action would make the Company, as the lender, a

general unsecured creditor for the difference between the then-value of the property securing a Loan and

the amount of the related Loan. A bankruptcy court also may take any of the following actions:

gram a debtor a reasonable time to cure a payment default on a Loan,

reduce monthly payments due undo a Loan, ._

permit the debtor to cure a loan default by paying the arrearage over a number of years,

change the rate of interest due on a Loan, or

extend or shorten the term to maturity or otherwise alter the Loan's repayment schedule.

Under the Bankruptcy Code, a tenant has the option ollassuming or rejecting any unexpired lease.

If the tenant rejects the lease, the landlord's claim for breach of the lease would be a general unsecured

claim against the tenant unless there is collateral securing the claim. The claim would be limited to the

following;

the unpaid rem under the lease for t1\e periods prior ro the bankruptcy petition or any earlier

surrender of the leased premises, plus

an amount equal to the rent under the lease for the greater of one year or in% (but not more

than three years) of the remaining lease term.
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on the loan if so ordered by the Bankruptcy Court. The length of time during which the foreclosure is

delayed as a result of :he bankruptcy, and during which the payments may not be made, is indefinite. in

addition, under the Bankruptcy Code, the Bankruptcy Court may render a portion of the loan unsecured if it

determines that tile value of the real property that secures payment of the loan is less than the balance of the

loan and, under other circumstances, may modify or otherwise impair the lien of the lender in connection

with the dcl'aulted mortgage or deed of trust. in addition, in certain areas, lenders can lose priority of liens to

mechanics' liens, materialmenls liens, and real estate tax liens.

The Originator, on behalf of the Company, will have the right to bid on and purchase the property

underlying a Loan at a foreclosure or trustee's sale.foliowing a default by the Borrower. If the Originator, on

bchalfof the Company, is the successful bidder and purchases a property underlying a Loan, the Company's

return on such Loan will depend upon the amount of cash or other funds that can be realized by refinancing,

selling, or otherwise disposing of the property. There can be no assurance that the Originator, on behalf of

the Company, will be able to refinance, sell, or otherwise dispose of such a property on terms favorable to the

Company, particularly in the event of unfavorable real estate market conditions. Conditions in real estate

loan markets may affect the availability and cost of real estate loans, thereby making real estate financing

difficult and costly to obtain and impeding the ability of real estate owners to sell their properties at favorable

prices Such conditions may adversely affect the ability of the Originator, on bchaifof the. Company, to sell

the property securing a Loan in the event that the Originator, on behalf of the Company, deems it in the best

interests of the Company to foreclose upon and purchase the propenyf To the extent that the funds generated

by such actions are less than the amounts advanced by the Company for such Loan, the Company may realize

a loss of all or part of the principal and interest on the loan. Thus, there can be no assurance that the

Company will not experience financial loss upon a default by a Borrower.

The presence of hazardous substances or Koxic waste may adversely impact real estate vulucs.

The Company cannot provide any assurance as to the accuracy of any environmental testing

conducted on the underlying property in connection with the origination of any Loan. Moreover, the

Company cannot guarantee that the results of environmental testing will be accurately evaluated in all

cases, that the related Borrowers have implemented or will implement all operations and maintenance

plans and other remedial actions recommended by an environmental consultant that conducted the testing

at the related real properties, or that any recommended remedial action will fully remediate or otherwise

address all the identified adverse environmental conditions and risks.

The presence of hazardous substances or toxic waste may adversely impact property values.

These and other factors could adversely affect the terms and conditions upon which a Borrower may sell,

refinance, or otherwise dispose of the property and ultimately the Borrower.'s ability to repay the Loan.

l Furthermore, if there are hazardous substances or toxic waste present on a property and an obligor

defaults on its obligations under the Loan, the Company, in the event of a foreclosure on such property,

may be responsible (depending on certain circumstances) For the costs of clean up of any such waste. The

owner's liability for any required remediation generally is unlimited and could exceed the value of the

property and/or the total assets of the owner (which could be the Company in the event of a foreclosure or

the Borrower prior to a foreclosure). in addition, the presence of hazardous or toxic substances, or the

failure to remediate the adverse environmental condition, may adversely affect the owner's or operator's

ability to use the affected property. Contamination of the property may give rise to a lien on the property

to ensure the costs of cleanup. in some states, this lien has priority over the lien of an existing mortgage.

in addition, third parties may seek recovery from owners or operators of real property for personal injury

associated with exposure to hazardous substances, including asbestos and lead-based paint. Persons who

arrange for the disposal or treatment of hazardous or toxic substances may be liable for the costs of

removal or remediation of the substances at the disposal or treatment facility.

RAD00073
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Transactions between the Manager, its AMliates, and the Company may create conflicts of intercst.

The Company will be subject to various conflicts of interest arising out of the rehxtions between the

Manager, its Afitliates, and the Company. See "Conflicts of Interest."

There is no public market for the Interests, and none is expected to develop.

No public market for interests currently exists or will result from the Offering. in addition, the

Interests are being offered pursuant Lo exemptions from registration under federal and applicable state

securities laws, which will subject the interests .Io substantial restrictions on transfer. in addition, the

Operating Agreement imposes limitations on the transfer of interests, subject to limited redemption

options. Accordingly, interests may be transferred only under appropriate exemptions and only if the

transferee provides the Company with an opinion of counsel that is satisfactory to the Company to the

effect that the proposed transfer is in compliance with appropriate exemptions from the registration

requirements of federal and any relevant state securities laws. Consequently, holders of interests may not

be able to liquidate their investment iii the event of an emergency or for any other reason, and Interests

may not be readily accepted as collateral for a loan. The purchase of interests, therefore, should be

considered only as a long-term investment. See"Restrictions on TraNsfer."

The Company will not be registered ms an investment eomppny imper the Investment Company Act
of 1940. /. |

The Company will not be registered as an investment company under the Investment Company

Act of i940, but instead intends to conduct its business so as not to become regulated as an investment

company under that act. Accordingly, the Company will not be subject to the rules for the protection of

investors that require investment companies to have a majority of disinterested directors, that mandate

segregation of securities held in custody from the securities of any other person, and that govern the

relationship between an investment advisor and an investment company. The management and

investment practices of the Company will not be supervised or regulated by any federal or state authority.

The Investment Company Act of 1940 exempts entities that are primarily engaged in the business of

purchasing or other acquiring mortgages and other liens on, and interests in, real estate. If the Company

as described in thisfails L0 qualify for this exemption, it would be unable to conduct its business

Memorandum, I ,
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Bunny r Mortgages Ltd. Transaction lssuas

From: °5ornnott, Robert s.° ¢R55¢quan\s.com>

To zomnrwschtbvnhoomm

Cc: 'playa, p. Roman' ¢PRm$quar\u.coma», 'h radical' ¢cr_,urlc\c1t0yanoo.com»

Wednesday, December \l. 1007 \0:Z§ AH

Tom, amer our discussions al last week and earlier this week. \l is clear lo me that there is stttt a great deal o( ccntuslon regarding the deal structure
between Bunny and ML. The way that the relationship between Bunny and ML is described In the POM and the satang documents lorn GT is

vastly drlterent tram the structure that you described to me. in order to proceed. I think the parties have to reach an agreement on several bash:
questions, and than they must convey their agreement in clear and unequivocal terms to the attorneys so that the transaction can be darted

property. I am setting long below what t believe to be the most important inttlal questions that the parties must address. (Additional questions will
undoubtedly How from these questions, depending upon what the parties ultimately agree upon,) A more detailed dtswsston ct there questions is
set forth below alter the bullet points. tnete that my questions below do not address spedncs relating to the servicing documents preweusty

circulated by GT. Per our discussions, my understanding is that you went to see it there is a basic agreement on the primary deal points before

addressing the servicing issues.l

• Wu collalaral be provided for 8/51511gg Mans (mol new loans) loom Bunny lo ML7 '

- Will Investments of now money by Bunny wllh ML in (1) solely lhmuqh Ma purchase of loans orlglnaled by ML, o/ (2) a mlxlurs al loan

purchases and dlracl loans loom Bunny lo ML7
. vwlh respect w aha purchase al loans orlglnaled by ML and purchased by Bunny, will ML.provide any guar areas or assurances with ruspocl

lo the payment al such loar\s7 . . '
o V\Aln respect lo dlracl loans ham Bunny lo ML, will lhosa loans be secured? ll so, whalwlll the collateral be? Speclllc loans or pools al loans?

Will cqllalnlnl be_p(nvi¢al1 qr exlsllno leans trot nq_w lqanfl lrqm Bunny up Ml.? The cwlanl loans from Bunny,.b ML are mol collalelallzud. You may
recall lrlal a Financing statement was provloeO Oy ML, but the llnanclng statement is nolsulflclenl lo create or parlecl the securely Interest that

presumably was lnlenderi when ll was provldad. ll the currerll loans are lo he collalerallzed, aha parllea need lo agree on the securely and enter flo
suitable securely documenlx. ll the current loans are mol lo be collalerallzed, then the pales can simply conllnue the loans as presanlly slluclured

and roll lam fla the lnveslmanl slruclura for new money once each current loan is paid oil.

Wlll lnvp9lmanls ml now mnnnyj y Hunnv wllh mu *in 11\ mlnlv lhmoqh lhn .nvlfrhaw nllnam nolnlnalnN aw Ml nr m a inurn hf loan nu Irnhrwq

and rllwt-1 loans lim 9unnyJ_q._ml_1 The POM corllamplales that new lrweslmenls will only be through the purchase of loans orlglnaled by ML and

sold allhef in whole of in parllclpalad shares lo Bunny. In our recall discussions, you Indicated that ahas is mal correct. You lndlcaled that hera

would be a mix al loan purchases and dlrecl loans, ll so, we need lo understand how aha decisions will Ba made by Bunny and ML as lo whaler a
glean lnveslrnenl will be by a loan purchase or by a dlracl loan.

IgA1[1J_g§ 9gg;L1g_ll]g_gy l5;[;3§.e  m l  l o a m  n r i q l n a l e N  h e  M I A n n  n n r r h a a n N  h v. B u n n y  w i l l  M l n r n v l N n  a n y  o u a r a n l n u  o r  m 9 l 1 r a n r M  w l l h  r n s n n n l  i n  l h 8

navmnnl hf with Inane The POM contemplates that Bunny will purchase loans orlglnaled by ML. and then Bunny will assume ALL flak wllh rasper

lo the purchased loans. in ow rocanl discussions. you lndlcaled that ahas is mol correct. You lndlcaled that llloans were purchased by Bunny. ML

would sllll have canals obllgallons lo assure a xpedlc return lo Bunny wllhln a spedllc llmelrame For lnalanoo, you lndlcalod that If Bunny
purchased a loan wolf a J year term, ML would sllll have lo ansUrs that Bunny resolved payment wllhln l's customary 12 lo 18 rnonlh payoff parlor.
nolwllhslandlng ahs longer term lot the underlying loan. You also lndlcalad that ll a loan purchased by Bunny was lo go flo delaull, that ML would

guaranty the payment al a flxad ralugr) lo'Bunny:

!A[l1[3_[§_ipnrI m dlrm~\ mom Irnm Winy In Ml will Ihn4A loam he 4pc\lrad7 If qr what wlll Mn nnllalwal hr? Snanlhn \mans iv nnn\1 nl\nan\? H

there wl11 bu dlradt loans from Bunny to ML cl new Iunds, we again have to face the quasllon al wNelhar those loans will ha col\ate1allzed. You
lndlcaled Thai \here loans would be collalarallzad - mos! likely by a pool al ML morlqages. Assumlnq that ahas is Me business deal, we will need lo

consider the mechanics lot making this work.

I! you agree that Me above points are approprla\a llems that must be agreed upon by the pales, p\easo lee\ free lo contact ML dl¢ac1ly lo dlucuss
and agvea upon \ha business Oral as ll ra\a\es lo these palms. Nile that we will slyly have lo work through the details and mechanics on soma of the

above points. depending upon what the parties ullimaleiy agree upon.

II you have any ques\\ons, please guava ma a call.

Sin<:efe\y_ Bob

Robert S, Eomhnrt
QuaNas & Brady LLP
Two Ncnh Central Avenue
Phoenix, Arizona 85604.2391

Phone: 6022230.5575
DlfeclFax: 602.420,5172
E-mail; Mnrnhnh!6)n\lar\ps ram

This email and attachments are intended for use only by the Intended recipient and should not be read by, or delivered lo, any other person. This

email may contain artcmey4:lient privileged or confidential lrtlormation. Review or use of this email by other than the addressee(s) is not authorized.

I( you received this email In error or without authorization, please lnlorm the author at the ebova address and delete this email from your computer.

Attachments may be subject to Tltle 17 USC copyright restrictions.
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This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by the intended recipient. IE you have received this
transmission in error. please notify the sender immediately and delete the transmission Erom
your system. In addition, in order to comply with Treasury Circular 230, We are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used, and cannot be used. to avoid federal tax penalties.

2*

r

.

I
I v

r

I •
I

I

_¢

» n

RAD00076

httpzl/us.mc363 .mail.yahoo.com/mc/showMcssage'75d Message%2520on%2520Hold8cso... 1/zw2onf)



Bunny / Mortgages Ltd. Transaction Issues Yahoo' Mail Page l 0f2
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Bunny I Mongagas Lad. Transaction Issues

Fronz 'Bornr\¢ll. 9-ohm 5.' <RSBoqulrtls.com>

To: tomuhlr1ch'¢'uhoo.com
Cc: 'Moll. D Roman' <9Rm4qunias.com>, "b railcar' ¢dr_bra¢Iul9yahoo.curn>

Wninnony, Deccmhu ll. 1907 \0:ZS Am

.Tem. alter our discussions al last week and eanler loris weak, tels clear lo me that there is still a great deal or conluston regarding the deal structure
between Bunny and ML. The way that the retatienshlp between B_unny and ML is described in the POM and the servlctng documents rem GT is

vastly dlllerent loom the structure that you described to ms. in order lo proceed. I think the pales have lo reach an agreement on several basic

quesllens. and then they must convey lhelr agreement in clear and unequivocal terms lo the altomeys so that the transaction can be drafted
properly I am setting long below what I believe to be the most important lnlllal quesllona that the pales must address. (Additional quesllons will

undoubtedly Now from mess questions. depending upon what the pales ultimately agree upon.) A more detailed dlsmsslon al than questions is
set lorVl below after the bullet points Ingle that my questions below Oh not address specltlcs relating to the servicing documents previously

crrculaled by GT Per out dlscussrons. my understanding is that you want to sea ft there is a basic agreement on the primary deal points before

addressing the servicing lssue\.l

. WN! collateral be provided lot e11su0g loans (not now loans) loom Bunny lo ML?

. MII lnvestmertts at new money by Bunny with ML be (11 solely through the purchase al loans onqlnaled by ML, or (2) a mixture al loan

purchases Ana direct loans from Bunny lo ML7
- With resited lo the purchase al loans orlglnaled by ML and purchased by Bunny, will ML provide any guarantees of assurances wllh respect

lo the payment al such loans? '
» with respect lo dlrsct loans Iron Bunny lo ML. will those loans be secured? ll so. what Will the collateral be? Soeclllc loans or pools al loans?

Will nrlllrllnral he .nrnvirtarl lot nxtslinu loam lnnl now Ina ml from Fllrnnv lo ML7 The current loans lorn Bunny lo ML are not collateralized. You may
recall that a lnanclnq statement was provided by ML. but the llnancing statement is rrotSutflctanl lo create or perfect the securely Interest that

presumably was blended when ll was provided. ll the current loans are lo be coltaterallzed, the partitas need lo agree on the securely and enter flo

sultaole security documents. tr the current loans are not to be collaleratlzed, then the pales can simply centlnue the loans al presently structured

and roll them flo the Investment structure for new money once each current loan is paid off.

\MI\ ir\vn§lmnnl< ml now mnnav he Hlmnv with MI ha m snlnlv vhmugh 'hw mnrrhan ml Inane rvlo\naln¢1 he Ml nr m a mlx\ura ml Iran nIIrchunq

and f1\rpFI Imam Imp Hunnv in Ml 7 The POM conlemplaUx \ha( new Investments will only be through ahs purchaser al loans origlnalsd by ML and
sold ei\hel in whole or in panidpa\a4 shares \c Bunny. In our recent discussions, you Indlcalad that this is mol correct, You Indlca\ad that them
would be a mix al loan purchases and dlrecl loans. ll so, we need lo understand how the dedslons will be mama by Bunny and ML as lo whaler a

given lnvoslmanl will be by a loan purchase or by a dlraci loan.

Wolf resnncr In lhn nr 1rrhasn ml Inane nrlnlnalad he MI and nllrrhavN he Bun fv will MI nmvlrln any nuafnnlnu iv assuranrws wllml_;gg;L1gJm
pavmanl ml such lnans7 The POM conlemplalas that Bunny will purchase loans orlqlnalaO by ML, and lean Bunny will assume ALL risk with raspocl

lo the purchased loans. In our roconl discussions. you lndlcaled that ahas is mol correct. You lndlcalad that it loan: ware purchased by Bunny, ML
would still have conan obllgallons lo assure a spedllc velum lo Bunny wllhln I spedllc llmalrama. For Instance_ you lndlcalsd that ll Bunny

purchased a loan wllh a 3 year farm, ML would sllll have lo ensure that Bunny racalved payment wllhln l's customary 12 lo 18 month payorlparlor,
nmwllhslanalng Me longer In rm lot the underlying lean. You also lndlcaled that ll a loan purchased by Bunny was lo go flo delaull, that ML would

guaranty the payment al a loxed rslurn loBunny, . .

Wim rnsnrd in Nine-\ Mans lim Hanny in Ml wm \hrwé1nan~a tv- xpmmf|7 It an what will Ih9 ml\a1r-ral ha? Snnrlhf \nana no rivals nl\n=~n1? H

hera eNl be direct loans Iron Bunny \o ML of new funds, we again have lo face \ha qussllon al whether those loans will be oollalnratlzsd. You

inmcnled mal lhesd loans would be collalarallzad - mos! \Italy by a pool o( ML montages. Assuming \ha\ this is ahs business deal, we will head lo
consider the mechanics lot making this work.

I! you agree mal the above palms are appropriate Items that must be. Ag:ead upon by the parties. please teal Idea m contact ML dlrecNly lo discus:
and agree upon the business deal as it relates lo these points, nota that we will suit have to work though the detatts and mechanics on some at the
above pawns, depertdtng upon what the paftles ultlmataly agree upon.

ll you have any quasllons. pease Alva me a call.

Sincerely, Bon

Robert S. Bomhoh
Quarles & Brady LLP
Two Nunh Central Avenue
Phoenix, Allzana 85004-2391
Phone: 602.230.5576
Oiract Fax: 602.420.5172
E-mail: ry1nrnhr\R@nllar\¢*x cm

This email and attachments are lrllerlded for use only by the blended reclplenl and should no! be read by, of delivered la. any other person. This

email may contain attorney-dlenl privileged or confidential lnfermallon. Review or use cl ahas email by cher lean the addressae(s) is mal authorized.
ll you received ahas email in error or wllhoul aulhorlzallon, please lnlorm the author al the above address and delete ahas email loom your computer,

Allachmenls may be sublevel la Tllle 17 USC copyrlghl reslrlcllons.
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This electronic mail transmission and any attachments are confidential and may be privileged.
They should be read or retained only by Che intended recipient. It you have received :his
transmission in error. please notify the sender immediately and delete the transmission from
your system. In addition. in order to comply with Treasury Circular 230. we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used. and cannot be used, to avoid federal tax penalties.
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YAO-IOOLMALClassic

Mortgages Ltd. Securities, L.L.C.

From: 'Er\ca )cob" <elacob@mtgltd.com>

To: Dr_bradlcal©yahoo,com
WL POM . informational only.p<!f l4007KB)

Wednesday, March s, 2008 3:37 PM

I have attached the requested Private Offering Memorandum for our new Value-T0-Loan Opportunity Fund 1,
L.LC. Ptease feel free to call with any questions that you may have.

Thank you.

l'8
E Rica Jacob
Ssmor Secunfies Operations Specialist

I

I
e}acob@mlglld.com
P' 502.287/3084
F: 6022878076

(
I

I

MortgagesL1u,sEcumTIas

55 E Thomas Rd

Phoenix AZ _ 85012

w\vw.mlg\\d.coln

To: nbcvc Ann mol conslimle an able: (or solicitation often nlTcr) lo buy or sch my sccumicx. Pu:-Through Loan Pmicipllionx Ar Opponuniry Funds invexlmenu
conulin risks which in investor Mul\ nvnlunlc, undenmnd Md be willing lo bear. Pqgl fwfnrmmcf is nm' inrlirnvivr /lfmuzezemlu..¥au.nu.Mzl:e<L1n.cnmuIL _

wills nppmpvluc inveumenl, legal, lax and amounting pmfessionnlx when dclenmining if xpeciflc products would he suilnble to: you.

Url us indncued, the vwwx expressed are Umhuzhors and my differ fern those of Mortgages Limited S¢cuMies_ L.L.C. You should not use c-mnil \o requcs\,
eulherize or Tee\ she purchase or sale of any security of insuumenl, lo send transfer insuucxiong of m dTecL my other mnsaclions. W: crook gusruntee Mol any

such requcsu reeenvesi am 4:-rn1il all\ be processed in I 1imé\§' manner,

T?mcmnii Md my auachmenu am conhdnnlill and my mal be forwWcd, cupid or disuihumM beyond the named rec\pien\(s) wilhous prior permission of\ha
xcndcr. We an not waive confidcnlialiry by mm-vnnxmiasion. \f you hnvc lecewed Mis email in error_ please conduct Loc scndnr. Thank you.

l
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YAHOO!,, MAL

Mortgages Ltd. Securities, L.L.C.

From: 'Erica Jacob" <e3acob@m:gltd.c0m>

To: :ir_bradical@yahoo.com
WL POM - informational only.pdf (4007K8)

Wednesday, march 5, 2008 3:37 PM

I have attached the requested Private Offering Memorandum for our new Value-To-Loan Opportunity Fund 1
LLC. Please feet free to call with any questions that you may have.

|

Thank you.

8'I

E Rica Jacob
Senior SecuritiesOperationsSpecialist

4

I ¢
r

|  r
Iejacob@mlglld.com

P: 602287.3084
F: 6022873076

I
r
1

MortgagesLro .sEcuRm Es

55 E Thomas Rd

Phoenix AZ , 85012

wwwmlg1uLcom

The alane does mal constitute nn otTer (or solicitation clan offer) lo buy or xcll any securities. Pus~Througl\ Loan Pnnicipntionx or Opportunity Funds investments
cant fin rising which an investor must evaluate, tandcrsund and be willing to hw. Past perfonnnnce is not indicative of future rcsulu. You are advised la consult

aiM appropriate investment, legal, lax Md ntzzounting professional; yvon determining if npecihc product would be suitable for you.

Unless indicted_ Me views exprcxscd up Lla nulhor'x and may differ from those o(Mor\gagcs Limiugd Securities. L.L.C. You should not use e-mail lo request,
nulhorizz or :Heal the pursue or sale C('nny security or inslrhmcnl, la send lnnsfer innmclions, or lo affect any other unnxncliovu. We cannot gumnlm Lhal any

such nzqucxu 1ccelved am c-mall will be proccssui in n timely manner,

This l:mli\ and my machmenu am conhdcnunl and may ram be forwarded, copied or disvibuwd bcyund the named ¢e¢:ipicnl(s) wiihoul prior permission o(l.h¢

sender. We do not valve ccnhdcnualizy by mis-uansmisxion. If you have received Lhi: :mail in error, pleas: conucl loc sender. Thank you.

-
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Wednesday, Apr ll 16, 200B 7:02 AM IOnline Access
From: 'George Everene" <gevererte@mtgltd.com>

To: dr_bradical@yahoo.com

|
l

I
I
I

UI  q 1

Howard,

I forgot to mention it to you on Monday, but if you'need to demo any of our online features in the secure area of
our website you can use the following: .

Login:
Password:

lesluser
testuser

Let me know if you need anything else.

George r

I r
I

'|
I

8
George Everette
Vice President 8-CIO

geverette@m\g\td.com

P: 6022287.3094
C: 502.686.2350
F: 802.443.3863

Please note our new address as 0l'3/31 Is listed below

JI

MortgagesLTo.

4455 E Camelback Rd

Phoenix AZ _ 85018

. I

1 .

www lmgI1d.cam

Thus email and any machmenu Ar: conddenriul Md may not be forwarded, copied or disviblared beyond \he named rccipicnqx) wirhuur prior permission o(r.he
rends. We do nm waive confidentinliry by mis-rruumrsxion. If you have received Lhk email in error, pknsc contact Lhe sender. Tank you,
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Monday, April 14, 2008 12:05 PMinvestment Listing
From: "Christopher J, Olson, CPA' <c0ison©mtgltd.com>

To: dr__bradlcal@yahoo.com

Radical Bunny Mtg investment Schedule 4-14~08.xls (27KB)

I

I

Howard or Bunny,

Attached is an Excel spreadsheet containing the roans owned by Mortgages Ltd., their dollar investment,
percent of ownership and total loan value. This is the information you requested last week,

Please let me know if you have any questions or need any additional information.

8
Christopher J. Olson, CPA
CFO

I 0
r

J
l

9

colson@mtgltd.com
P: 502.287.3066

C: 502.359.0784
F: 502.443.3864

Please note our new address as 01'3/31 is listed below

MortgagesLTo.

4455 E Camelback Rd

Phoenix AZ , 85018

I

www.mlglld.com
|

I

This :maN .Md any auachmenu am conhdenliul and may not he fsanvnreed, copied or disvibuxd beyond the named .'ccipicnl(x) wilhuul pfizer permission nfuhe
xendu We do mal valve canficicnlialily by mis-lransmisxinn. Hyun have received this email in error, please conucl the sender. Thank you.
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Mortgages Lad.
List al Collateral for Notes with Radical Bunny
As cApri\ 14, 2008

Loan No Borrower Name
Interest

Rate
Mtge Lad

lnvastman! Pct Ownership Total Loan Value

389102
7514S8
794402
794502
832705
839506 u
849206
849306
849606
850206
851106
852406
852606
853106
853705
855102
856206
856505
856805
856905
857005
857106
857306
857406
857502
857605
857802
858006
858305
858406
858506
858606
858701
858905
859205
859305
859506
859606
859808
860206
860506
860606
860706
860806
860905
861105
861206
861305
861506
861706
861805
861905

Sam Chupurdia and Donna Chupurdia,
Bharatkumaf J. Kapadia and Aruna B, Kapadia
300 Easl Camelback, L.L.C.
300 East Camelback, L.L.C,
Central Arizona Land Planners, LLC, an Arizona limited liability
MK Cuslom Residenlial Conslruclion, LLC
Northern 120, L.L,C.
Citrus 27a,L.L.c, Q
44th a Camelback Property, LLC an Arizona Smiled liability company
ABCOW, L.L.C.
Osborn ill Partners, LLCan Arizona limited liability company
44th 8 Camelback Properly, LLC an Arizona limited liability company
Portales Place Property. LLC. an Arizona limited llabilily company
Foothills Plaza IV, L.LC.
Colionwood Parking, inc,
The Zacher Developmenl Company, LLC
Arizona Commercial Land Acquisitions l, LLC. an Arizona limited liability cc
Roosevell Galeway LLC
VCB Properties, LLC
Central PHX Partners, L.L.C,
Central PHX Partners. L.L.C.
SOJAC I, LLC
AECDW_ L.L.c.
Visloso Partners, L.L.c., an Arizona limited liability company
The Zacher Davelopmen\ Company, L.L.C.
Tempe Land Company, LLC
The Zacher Deveiopmenl Company, L.L.C.
Vistoso Partners, L.L,C., an Arizona limited liaOiiity company
HH 20, LLC
Righlpath Limited Development Group, LLC
Maryland Way Partners, LLC, an Arizona limited tialaility company
Central 8. Monroe,L.L.C.
GMI Financial Group, Inc.
University & Ash, LLC
Roosevelt Gateway It LLC
POG Los ARCOS_ L.L.C. . .
All Slate Associates al Ptnat Xvl, LLC
Vanderbilt Farms, L.LC.
Flightpath Limited Development Group, LLC
GP Properties Carefree Cave Creek, L.L.C.
4633 Van Buren, L.L.C.
McKinley LoNe, L.L.C.
Metropolitan Lofts, LLC
City Lofts, L.L.C., an Arizona tlmited tlabllity company
National Retail Development Panners I, LLC
CGSR_ LLC
ABCOW, L.L.C.
Town Lake Development Partners, LLC
All State Associates of Ptnat to, LLC
70th Street Property, LLC
The Zacher Development Company, L.L.C.
Tempe Land Company, LLC

J

12.50%
10.50%
12.00%
13.00v.
12.75%
10.00%
12.75%
12.75°/a
12.7sv.
13.25%
13.00%
13.00%
1a.oov.
\3.oo°/.
13.50%
14.75%
13.00%
14.75%
14.75%
1s.sov.

/ 1150°/9
1 13.00%

13.00%
13.00%
14.75°/¢
14.50°/I
14.7sv.
12.75%
13.25%
12.75%
12.75%
12.75%
10.oo%
14.50%
13.25%
13.50%
13.00%
13.50%
12.75%
122544
12.2sv.
t2.25%
12.25%
12.25%
14.75%
13.25%
13.00%
14.50%
13.25%
12.75%
14.75%
18.00%

514,077.79
330.56

350,000.00
26,500.00
10_8E9,~t0

5.14B.220.22
1.972,996.69

10.454,548.24
170,668.22

3,559,031.40
8,495,100.94

265.S75.09
739,840.58
209.68466
140.00000

7_597,1a9172
116,796.90
75,948.35

.571.987.39
9.ss9,190.u
1.886_ 116.06

16,546.34
486.8s
732.95

48,329.96
59.583,216.40
1,504,595.44

7,201 .15
868.05

9.J45,866.47
319.26

11566,351.15
5,766,391 .28
1,446_979.60

482.1 a
24a,071.02

3,576,02609
10,001.34

6,994_488.30
1,418.49

1.37s.7:s.sa
1,629,385.00
5,497,467.37
1.s43.a42.32

2,010.79
1,920,203.65

1_312.45
55900,000.00
3.692,9s4.06

684,67
227,383.00
100,000.00

100.00% 514,577.79
2.36% 14,002.29

35.35% 990,000.00
9.40% 281 ,000.00
0.07% 1s,000.000.00

82.03% 7,495.000.00
19.13% 10.312100000
39.83% 26.250,000000
2.93% 5,a2a.a77.a1
9.15% 40,000,000.00

21.3\°/I 39_872_61950
5.25% 5,031,791 ,SB
2.31% 32,000.000.00
0.81% 25,740.000.00
1.90% 7,352_120,00

37.99% 20_000.000.00
2.06% 15,392,000.00
1.08% 7_000_000.00
.8.92% 5,40s,259,00
3s.40v. 2B,25B,J1 4.00
16.99°/I 10.982.712.00
0.07% 23.970,000.00
0.00% 11.000,000.00
0.01 % 11l000_000,00
0.41% 11.895.8B5.00

57.78°/» 120,437,902.3B
13.93% 10.799,641.21
0.06% 12.300.000.00
0.02% 3,670,732.00

18.79°/a 49,743,000.00
0.00% 19,882,933.00
6.80% 23\027_173.00

100,00°/, 5.768,391.2B
4.9av. 29,159,210.00
0.01% 5»100,000.00
1.04% 23,423,495.00

17.88°/0 20,000.000.00
0.09% 1 1,000,000.00

18.69% 37,42B_1S5.00
0.03% 4,550,000.00

34.04% 9_915,570.00
\2.73'/, 12,B00,000.00
21,1av. 20,229_80000
12.99% 1 1_8B8,000.00
0.06% 3,365,B62.00
6.33% 30,3501104,00
0.01% 22,000,000.00

99.16% 5,950,000.00
20.75% 17,B00,000.00
0.01v. 10,B70,000.00

60.04% 37B,593,00
2.22% 4.505.000.00

$176,849_954.82 l' $a88,443.730.34
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Meeting at 2:30 on Monday an Quarles & Brady - Yahoo! Mail Page 1 of 1

YAHOOI, r<1A1L

Mealing al 2:30 on Monday at Quarles a Brady

From: 'BornnoI!. Robin S.° <9-SB@quar1ls.com>

Ta: 'b racal' ¢ar_hraolcal0yahoo.cum>

Cc: 'BoswIIl. Susan G.' ¢SBOSw!LL®nuorlas.com>

Frlaay. Jun: S. 100B 4:11 P74

Bunny, ws have scheduled a meeting with you and the other three prlnclpats al Radlcat Bunny for mm n m Mnnrtnv at our orca. We have already
spoken with Tom are Howard about having a maeltnq_ but we have not spoken with Harish. Please coordinate with everyone to ensure that all lout

_el you attend. ll is Imperative that we meal with all four at you lo discuss the \pact of recent events on the company.

Bob

Robin S Bomhof\

Quarles 5 Brady LLP
Two Nor\h Csnlral Avenue

Phcanix, Arizona 85004-2391

Phone: 802.230.5575

Direct Fax: e02.420.5172

E.ma»\: Naszznbn!s@slua1.Lu.snm

Thu small and attachments are Intended lot use only by the intended recipient and should not be road by, or delivered lo, any other person. Thls

small may contain anomy-ctiant privileged or conftoential tntermaUon. Review or use of this small by other than the aooresseets) us not authorized.
ll you rewtvad this matt in error or wt(houl authortznlton. please Inform the author at the above address and Oetete this malt ham your computer.

Attachments may be subtract to Title t7 USC copyrtqht resmcttons. . v.

;r

This electronic mail transmission and any attachments are contidentlal and may be privileged.
They should be read or retained only by the intended recipient. XI you have received this
transmission in error, please motif y the sender immediately and delete the transmission from
your system. In addition. in order to comply wlth Treasury Circular Jo, we are required to
inform you that unless we have specifically stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used, and cannot be used, to avoid federal tax penalties.

_f

. I

R A D O O O B 4

http:l/us.mc363.mai1.yahoo.com/mc/showMessage'?5d=Legal%2520Quar1es&sorl=date&o_.. 1/24/2009



Disengagement Letter - Yahoo' Mail Page 1 of 1

YAI-IoO!, MAIL

Disengagement Letter

From: uornno¢t. lebsrt s.° ¢R$B¢qu»rtas.com>

Tel 'D radial' <¢r_bnclca1o~lrlnoo.:cm>

D0¢umQn\.9dl umm

Tuuaay. June \0. ZW! l0:06 AM

Bunny, Tom, Howard and Harish. par our discussion yesterday, our d\sengagemenl \el\0r is attached.

Bob

Robin S. Bornholi

Quangos 5 Bra<1y LLP
Two north Central Avenue

Phoonlx, Arizona 85604-2391
Phone: 602.230.5575

Dlrec\ Fax: 802.420.5172

E~mal\: Mn1uhaN@auannus:m

Thus small and attachments are tntendod lot use only by the tntendad rodptunt and should not Bo lend by, or dettvereO lo, any other person. This
malt may sontorn attorney-cltont pnviteged or conttdentlat tntormatton. Review or use al this email by other than the addrosseots) is not authorized.

It you rocetved this email tn error or without authoriutton, pteaso tntorm the author at the above address and Oeloto this email ham your computer.

Attachments may be suolect to Title t7 USC copyright restrictions.

'11I ,
4 ,

This electronic mail transmission and any attachments are confidential and may be privileged
They should be read or retained only by the intended recipient. If you have received this
transmission in error. please motif y the sender immediately and delete the transmission tram
your system. In addition. in order to comply with Treasury Circular 230, we are required to
inform you that unless we have specifical ly stated to the contrary in writing, any advice we
provide in this email or any attachment concerning federal tax issues or submissions is not
intended or written to be used, and cannot be used. to avoid federal  tax penalties.

r

. 1

RAD00085
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Arizona Corporation Commission regarding Radical Bunny
_ Cathy Baker <cat.scanl968@yahoo.com>
Addmonday, July ze, 200B 3: ISLSO PM
To;AdeeI <eOuydirect@yahoo.com>, Amber <coopster2182@yahoo.com>; Barb Mathls <taxbabebarb@cox.net> ;

Daryl <dabr2628oh'@aoI.com>, Dave <d_droff@yahoo.com>, John Everest <sublime.one@gmail.com>, Kevin
Buckmaster <kbuckmaster@cox.net>; Larry Bullard <lmst1IIlarry@yahoo.com>, Lois <lbgerb@yahoo.com>; Mercy

<mercIIa390@yahoo.com>, Miriam <friedman56@yaho0.com>, mom <jabaker@mindsprlng.com>; Penny
<dremen2@yaho0.com>; RB Brandon <brandonleedds@yahoo.com>, RB Committee Cathy Baker
<catscanI96B@yahoo.com>, RB Commlttee Davki Lou's><v <davld@houseofloulsxv.com>, RB Committee Rick
Freeman <rlck_freeman@cox.net>, RB Committee Tom Welkart <fourfutures@yahoo.com>; RB DaryI
<DABR262BOFF@aoI.com>; RB Investor 4 <desertsun@slmplybILs.net>; RB Investor Anne Couture
<acoutureI@cox.net>, RB Investor Bev <beverIycantledge@yahoo.com>, RB Investor Donna
<kuokoa5@aoI.com>, RB Investor Jerrl <JeraDoII@aoI.com>, RB Investor John Finn <]Hntastlc@yahoo.com>, RB
Investor Marla <marla@marlaeIIerman.com>, RB Investor Marty Rukcwsklt <hlgley03©yahoo.com>, RB Investor
mrbroke <mrbroke490@yahoo.com>, RB Investor Ned <ArIeneandned@aoLc0m>, RB Investor Ron
<r0nwolf@cox.net>, RB Investor Satish <ra)babbI@yaho0.com>, RB Investor Vlvian <vsr:h1Ilro@yahoo.com>; RB

Marty Carter <]karcar@gmail.com>, RB Marty Carter <mjcw01@yahoo.com>, RB Mercy Moriarty
<IadyluckSIS2@yahoo.com>, RB Ron Silverman <agmanran@yahoo.com>, RB Sherry
<mollymoonarts@hotmaII.com>, RB Soyoung KIm <vlv1anto@yahoo.com>; Rlchard <alkymist©yahoo,com>,

Riley Robertson < I7R@cox,net>

|»
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~i February `S, 2007

Mr. Tom Hirsch
Radical Bunny. LLC
822 E. Camelback Road
Suite 105
P\.\».lenix. AZ 85016

|

I

I .

(Lf: :

i
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J'

Gen: Tom:

We are pleased Thai you and ymlr partners have asked our lim Lu represent Radlcal
8u.1u\v_ l..l,L" (the "Cvrlspany"). This liner will cn1ttlr\u our diauussivrr wlrlr rho Company

rcgrrrditlg ins cngugclncnt of cur Frrur la represent the Company and w1'\l describe the basis ore
which our firm will provide legal services ro the Company.

a

Cllenl: Sun pa' n_f' R¢:pru.wn lion. We wit\ he engaged to rcprcscnl the Company

lending. \my 111a11er5

provided zhu ac must agree to any slabslzmlial ex pension.

'1

of .pro fsssionul ~:oncl\.u:L If lemlina the engagement. we will lake such snap: ns- are

w e

4
fees and costs. We will resin um: own files. Including lawyer work product. pertaining lo the

in uoru\\n:1im1 with its gcnaml corporate, alactuilies natl uxttngagc orlglnaulnttt'

(the "Mt\llcrs"l. The Company may limier expand the scope al' our representation from tlmte ro
lime. t 1 pr

Term of Engeigemeril. Either the Coml1an_v ur nor limy may terminate the
ungngemcm M any lime for any teaser bwliuen nut iv, subject un our pm no applicable rules

we
rcasonttbly~pr.tctlcahlc to protect the Contllmty'a interests in do above bantu:rx.

Unless previously terminated, our Lptusctxtatlun hf the Comgtuw will urminau upon our
sending it our Encl ltz\lt:n1:nl br surviccs l¢ntk-l=d in Me hfluuerx. Fnllowlng such tcrmlnmion.

will keep any otherwise nonpnblic nforrnautrn that the Company has supplied to us
cuniidcittial in accordance will npplicaial rules al'prnlkssinnnl vnntlnm. Al in request. we will
datum the CuntpanyUt papers and properl);_9 ii. promptly upon receipt of payment lbs outstanding

W

Maucrs. All such clocumunta we :coal will he u':tnsfe\Tcd to the person rusponsihle Tor
I

s we reservelthe right m rlannrny nr otherwise dispose of any such

ndnainislcring our reumds relrnlion vmgml
unnecessary slone expenses. \

For various reasons. insiding the minimization of

i
i

II

RAD00087
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Mr. Tom Hirsh
February 28. 2007

Page 2

document or other materials we retain. within n reasonable \me We awe tcrminmion of the

engagement. .

Fee: and Evpcnsnr. Our foes iii be based primarily on the billing rote For each
anomy and legal assistant devoting. time to the muncrs noted above. Our billing rules for
attorneys currently range from $190 per hour for new associates lo $435 per hour f'or senior
partners. which include mo. Time devoted by iegnlesslstnnts is charged at billing rates ranging.
from Si20 to S165 per hour. These billing rates arosubjecl to changcfrorn time to time. We
may also take other factors into eonsicicrtuion in determining au: fees, including the
responsibility assumed, the novelty ztnd tliriieuily 0t` the legal problem involved. particular
experience or knowledge provided, lime limitation imposed bY the client or the transaction. the
benefit resulting to the ciicnl, and any unforeseen circumstances arising in the course al' our
representation. - '. .. .

While hourly rates are an important factor, the reNt issue in providing cost-eifeetive legal
services reinter more to the cfiiciency anti experience of the lawyers involved and the ultimate
cost and value of the project to the client Alter we review the documents you have submitted.
we will outline the major issues and actiontitems and. to the extent possible, give you an estimutt:
of our fees for the rutter parts Er the project .

3.

We will include on our statements separate nhnrges for perfomtlng services. such as
photocopying. messenger and delivery service. cemputerlzcd research, travel, l0ng~dlstnncc
telephone and Lelecopy. word processing, and search and filing fees. We will generally not pay
Eco. and expunscs of others. ouch as consultants, appraisers, and local counsel, These changes
will be billed directly to the Company.

Slatcmems normally wit! be rcndcrerl monthly. for work performed and expenses incurred

the previous month. Payment is due promptly upon rccclpl  of our s lalcmcnt. If any smemenl

remain: unpnld Eur more than 90 days, we may cease performing, services for Me Company until-

:xrrnngemencs satisfactory to us have been made for payment of outstanding statumenls and the

_payment hf future fees and CXDCHSGS.

4, Clienr Rcsponsibfliricx. The Company agrees no cooperate Iixlly with us and m
provide promptly all iu flurTn21liGn known or available ro it relevant m our rapresmlnlion. The
Company also ogees ro pay our sraremems for services and expenses in accordance with
Paruguzxplm 3, "Fees and Expenses."

RAD00088
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Mr. Tom Hirsch
February 28. 2007

Page 3

5. Cmyilcts. As ac have discussed. you are aware Leal our Em represents many

other companies and individuals. it is Possible that during, the lime we are representing the

. have disputes or tmnsacdons with the
Company. The Company agrees that we may continue to represent or may undertake in the
future to represent existing or new clients in any mailer that is not sulasiantialiy related to our
work For the Company even if' the interests of such clients in Lhasa other matters are dixectlv
adverse. We agree. however. that your prospective consent to conflicting representation
contained in the preceding sentence shall not apply iii any instance where. as a result of our
representation at' the Company, our firm has obtained prop Netant or other confidential
information of a nonpublic nature. chat. if known to zilch crier elienL could be wee in any ouch
other maltur by such client to tl\c Company'a malarial disadvantage. Tlil: Culnpany should ow

Lhai, in similar engagement letters with many of our other Clients," we have asked For similar
aereemenu to preserve our abiiin' to rmruent the Comp@y_"\Ve mdcrSmd that the Company
has no subsidiaries and is not a subsidiary of anoMcr corporation.

Company certain GF our present Of furNrgclicnls we\

Plconc Lndicnlc your acceptance of the foregoing provisions govemlng our engagement
by signing the enclosed copy of this letter in the specie provided below and returning it lo Mc. If
you have any questions about lhcsc provisions. or If you would like lo discuss pnssihle
modifications, please cull Nic. Fumier. ii' any quesiimls or comments arise during the course of

our rcpresemation, please contact me so that we may dcoi with diem. Again, we arc pleased to
have Loc opponuniiy to serve the Company.

nuts,

7

1Hr\suw 1. Hoffmann. al
For the Firm

CJH.:cc

AGFLEEO AND ACCEPTED'

RADICAL BUNNY, LLC

By:
Tom Hirsch

he:

Dated 5 2007

QBPHX\207S52.l.l
9
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IT is HEREBY ADJUDGED
and DECREED this is so
DRDERED.

Ll
The party obtaining this order Is responsible for
noticing It pursuant to Local Rule 9022-1 .

Dated: May 20, 2009
FENNEMORE CRAIG, P.C.
Cathy L. Reece (005932)
Keith L. Hendricks (012750)
3003 n. Central Ave., Suite 2600
Phoenix, Arizona 85012
Telephone: (602)916-5343
Facsimile: (602)916-5543
Email: creece@fclaw.com

NAND'OLPH J. HAINES
U.S. Bankruptcy Judge

Attorneys for Official Committee
of Investors

In re

MORTGAGES LTD.,

Debtor.

IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF ARIZONA

Chapter 11

Case No. 2:08-bk-07465-RJH

1

2

3

4

5

6

7

8

9

10

11

12

13

14

ORDER CONFIRMINC INVESTORS
COMMITTEE'S FIRST AMENDED
PLAN OF REORGANIZATION DATED
MARCH 12, 2009

15 The hearing on confirmation of the First Amended Plan of Reorganization Dated

March 12, 2009 ("Plan")l of the Official Committee of Investors (the "Investors

17 i Committee"), was held on May 13, 14, 18 and 19, 2009 (the "Confirmation Hearing")

18 before the Honorable Randolph J. Haines, United States Bankruptcy Judge for the DisMIct

19 E of Arizona (the "Court") in the above captioned case of Mortgages Ltd., the debtor in

16

20 8 possession (the "Debtor").

21 The Court, having considered all the evidence presented and the pleadings filed in

22 E support of and in opposition of the Plan, and having considered the record in the case, the

23 arguments, stipulations, representations and statements of counsel at the Confirmation

24 Hearing, hereby makes the following findings of fact and conclusions of law in support of

25 the Court's order confirming the Plan. All such findings of fact shall constitute findings

26 9 even if stated as conclusions of law, and all such conclusions of law shall constitute

27 conclusions even if stated as findings of fact.

28 i 1 Capitalized terms not defined herein shall be used as defined in the Plan.
FENNEMQRB ClzA1G. P.C.

PHOENIX

Case b;08-bk-07465-RJH Doc 1755 Filed 05/20/09 Entered 05/21/09 10:53:56
Main Document Page 1 of 17

Desk
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l

1

2

THIS COURT HEREBY MAKES ITS FINIDNGS OF FACT AND

CONCLUSIONS OF LAW AND ORDERS AS FOLLOWS:

3

4

5

6

7

1. Confinnation of die Plan is a "core" proceeding under 28 U.S.C.

§ l57(b)(2). The Court is empowered to enter final and dispositive orders concerning the

Plan, the Disclosure Statement and matters related thereto pursuant to 28 U.S.C. § l57(b)

and § 1334.

2.

8

On June 20, 2008 ("Petition Date") an involuntary petition for relief was

filed against the Debtor and on June 24, 2008, the Debtor voluntarily converted the case to

i
;

20 confirmation of the Plan and that the opportunity for any party in interest to object to

9 one under Chapter 11 of the Bankruptcy Code.

10 3. On April 3, 2009, the Court entered the "Order Approving Investors

11 Committee's Amended Disclosure Statement and Fixing Time for Returning Ballots For

12 Acceptances or Rejections and Notice of Confirmation Hearing For Investors

13 Committee's First Amended Pian of Reorganization Dated March 12, 2009" (the

14 "Disclosure Statement Order"). The Disclosure Statement Order fixed deadlines for

15 voting on and filing objections to the Plan and scheduling the Confirmation Hearing. In

16 i accordance with the Disclosure Statement Order, the Investors Committee served by mail

17 copies of the Solicitation Package on the United States Trustee, the Securities and

18 Exchange Commission and all the known creditors, investors and equity secMty holders.

19 2 The Court finds that due and proper notice was provided to all interested parties regarding

21 confirmation was adequate and appropriate to all parties affected by the Plan.

22 4.. The solicitation in favor of the Plan was carried out in good faith.

23 5. In accordance with the Disclosure Statement Order, the Ballot Report was

24 | tiled on May 8, 2009 and was presented to the Court at the Confirmation Hearing. The

27 overruled.

6.

25 Ballot Report is accepted and approved by the Court as properly classifying and counting

26 the acceptances and rejections of the Plan and any objections to the Ballot Report are

!

FENNEMOaE CRA1G, P.C.

Pnmnux

!
I

i
!
i

As set forth in the Ballot Report, holders of several impaired Classes,

Case 8:08-bk-07465-RJH Doc 1755 Filed 05/2809 Entered 05/21/09 10:53:56
Main Document Page 2 of 17

Desk

RAD00092



17
18
19

20

21 ; No governmental regulatory commission has jurisdiction over the rates

22 charged by the Debtor, and therefore the requirements of Section 1 l29(a)(6) are not

23 3 applicable to the Plan.

13.

1 including Class 5 and Class alA, cast timely ballots by the requisite majorities to accept

2 the Plan in both dollars and numbers. The Investors Committee asked for confirmation to

3 proceed under Section ll29(a) and (b) of the Bankruptcy Code. At the Confirmation

4 j Hearing, as reflected below, additional holders of Classes changed their votes and

5 . accepted the Plan so that by the end of the Confirmation Hearing all objections were

6 ; either withdrawn or overruled and every Class voted to accept the Plan or was deemed to

7 f have accepted the Plan, except for Class 12 and Class 13 which rejected or was deemed to

8 . have rejected the Plan.

9 i 7. This Plan complies with applicable provisions of the Bankruptcy Code,

10 : thereby satisfying Section 1129(a)(l).

11 8. The Proponents of the Plan have complied with the applicable provisions of

12 2 the Bankruptcy Code and other relevant law thereby satisfying Section 1129(a)(2).

13 2 9. The Plan has been proposed in good faith and not by an means forbidden by

14 law thereby satisfying Section 1129(a)(3).

15 10. Payments made or promised to be made by Debtor for services or costs and

16 expenses in connection with the case or the Plan have been disclosed to the Court, and

will not be paid until approved by the Court, thereby satisfying Section 1 129(a)(4).

l l . The Plan and Disclosure Statement identify all persons appointed to serve as

board members or liquidating trustee under the Plan, thereby satisfying Section

l 129(a)(5).

12.

24 Each holder of a claim or interest of such class has accepted the Plan, or will

25 3 receive or retain under the Plan on account of such claim or interest property of a value, as

of the Effective Date of the Plan, that is not less than the amount such holder would

receive under a chapter 7 liquidation thereby satisfying Section l 129(a)(7).

14. Section 1129(a)(9) is satisfied because, except to the extent that the holder

26

27

28
FENNEMORECRJ\IG,P.C.
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28 Investors as reflected in the Ballot Report and based upon the terns of the Plan, the

1 of a particular claim has agreed to a different treatment of such claim, the Plan provides

2 that such holder of a priority claim will receive payment on account of such Allowed

3 Claim on the later of the Effective Date or the date on which the Claim is Allowed.

4 ' 15. At least one impaired class of Claims, determined without including any

5 acceptance of the Plan by any insider holding a claim of such class, has accepted the Plan

6 thereby satisfying Section ll29(a)(l0).

7 16. The Plan is feasible and Section 1129(a)(11) has been satisfied.

8 17. The Plan does not discriminate unfairly among creditors or classes, and the

9 designation of classes under the Plan is based upon the substantial similarity of all claims

10 . in each such class, is reasonable, was arrived at in good faith, and was not made for the

ll : purpose of affecting the vote in any such class, or for any improper purpose thereby

12 satisfying Sections 1122 and 1123.

13 18. All fees payable under Section 1930 of Title 28 of the United States Code,

14 as determined by the Court at the hearing on confirmation of the Plan, have been paid or

15 2 the Plan provides for the payment of all such fees on the Effective Date of the Plan, and

16 1 thereby satisfying Section 1129(a)(l2).

17 19. The Debtor has no obligations for payment or continuation of retiree

18 benefits under Section ll29(a)(13).

19 20. With respect to any rejecting class, the Plan does not discriminate unfairly

20 and is fair and equitable with respect to each class of claims or interests that is impaired

21 under and has not accepted the Plan, thereby satisfying the requirements of Section

22 1129(b).

23 21. The Court finds that the transfer of the MP Fund fractional interests in the

24 E ML Loan Documents, including the ML Notes and ML Deeds of Trust, to the applicable

25 ; Loan LLCs is not a change of business purpose under the MP Fund operating agreements

26 3 and does not require any further vote of the MP Fund Investors in any MP Fund. The

27 Court further finds that, among other things, based upon the balloting of the MP Fund

Case l2:08-bk-07465-RJH Doc 1755 Filed 05/26109 Entered 05/21/09 10:58:56 Desc
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Debtor will be replaced as the manager of each of the MP Funds on the Effective Date and

ML Manager LLC shall be deemed to be the new manager of each MP Fund. The Court

further finds that the MP Funds may transfer such fractional interests to the applicable

Loan LLC.

1

2

3
4 .

5 BASED ON THE FOREGOING, IT is ORDERED, ADIUDGED, DECREED AS

6 : FOLLOWS:
7 A. A11 of the applicable requirements of Section 1129(a) have been satisfied or

8 do not apply with respect to the Plan except for 1129(a)(8), and the Plan complies wide the

9 confirmation requirements of Section 1129(b).

10 B. The Plan, as modified hereby or on the record at the Confirmation Hearing,

l l  - is hereby conf irmed. Al l  objections to conf irmation of  the Plan that have not been

12 withdrawn, waived or settled shall be, and hereby are, ovemiled on the merits.

13 C. The Radical Bunny "Motion Under Bankruptcy Rule 3013 To Determine

14 Proper Classification and Treatment of Rev-Op Investors Claims" and the Radical Bumpy

15 "Motion Under Bankruptcy Rule 3013 to Determine If Classification and Treatment of

16 a Claims in Classes 9, 1 lC, ND and ilE is Appropriate" are denied for the reasons set

17 forth on record at the Confirmation Hearing.

18 D. Pursuant to Section 1 l46(a), the issuance, transfer or exchange of notes or

19 - equity securities under the Plan, the creation of any mortgage, deed of trust or other

20 security, the making or assignment of any lease or sublease or the malting or delivery of

21 any deed or other instrument of transfer under, in furtherance of, or in connection with the

22 1 Plan, including any deeds, bills of sale or assignment executed in connection with any of

23 2 the transactions contemplated under the Plan shall not be subject to any stamp, real estate

24 2 transfer, speculative builder, transaction privilege, mortgage recording or other similar

25 tax. All tiling or recording officers, wherever located and by whomever appointed, are

26 hereby directed to accept for filing or recording, and to file to record upon presentation

27 ' thereof, all instruments of transfer without payment of any mortgage recording tax, stamp

tax, real estate transfer tax, speculative builder, transaction privilege or other similar tax28 i
FENNEMORECRAIGJ C.
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1

2

imposed by federal, state or local law. The Court specifically retains jurisdiction to

enforce the foregoing direction by whatever means within the Coult's jurisdiction and

3

4

5

6

7

power.

E. Pursuant to Section 1145. the offer and sale of the interests in the Loan

LLCs and the issuance of the beneficial interests in the Liquidating Trust under the Plan

satisfy the requirements of Section l 145(a) and the membership interests in the Loan

LLCs and die beneficial interests in the Liquidating Trust are therefore exempt from

8

9

10

11

registration under the Securities Act and state securities laws.

F. The Liquidating Trust established pursuant to the Plan is hereby approved

and the issuance of the beneficial interests is authori.zed and approved. The Liquidating

` Trust Agreement, in substantially the form attached to the Disclosure Statement, is

12 approved. Kevin O'Halloran is hereby approved and appointed as the Liquidating Trustee,

and Joseph Baldino, David Goldman, Richard Shaw, James Merriman and Jan Sterling are

_ hereby approved, confirmed and appointed as the initial members of the Trust Board. The

Debtor and Plan Proponent are authorized to take all actions necessary to consummate the

16 terns of the Liquidating Trust Agreement and to establish the Liquidating Trust, including

17 é the transfer of the Non-Loan Assets to the Liquidating Trust and the issuance of the new

18 stock in the Reorganized Debtor to the Liquidating Trust. The Debtor, through any

19 director or officer, and the Liquidating Trustee are authorized to execute any document

20 necessary to effectuate and implement this Order and this paragraph.

21 3 G .

13

14

15

The ML Manager LLC and the various Loan LLCs established pursuant to

22 the Plan are hereby approved and the issuance of the membership interests in all the

23 : entities is hereby authorized and approved. Elliott Pollack, Scott Summers, Bruce

24 Bucldey, William Hawkins and Grant Lyon are hereby appointed and approved as the

25 initial members of the Board of Managers pursuant to the Plan. The Debtor, the Plan
i

26

27

Proponent and the Board of Managers are authorized to take all actions necessary to

consummate the terms of the Plan and to establish the various entities, including but not

limited to, transfer the Debtor's fractional interests and the MP Funds' fractional interests28
FENNEMORE CRAlG, P.C.

PHCENIX
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1

2

3

4

5

6

7

8

in the ML Notes, the MI. Deeds of Trust and ML Loan Documents to the applicable Loan

LLC pursuant to the Plan, transfer the existing agency agreements, powers of attorney,

servicing agreements, and related contracts between Investors or MP Funds and the

Debtor to the ML Manager LLC. The Debtor, through any director or off icer, and the

Board of Manager, through any manager authorized by the Board, are authorized to

execute any document necessary to effectuate and implement this Order, the Plan and this

paragraph. On the Effective Date, the Operating Agreement of each MP Fund shall be

amended and restated substantially in the form attached to the Disclosure Statement, and
r

9 the ML Manager LLC shall become the new Manager for each MP Fund.

H. The proposed Exit Financing is approved and the Liquidating Trust, the ML

Manager LLC, the MP Funds, and the various Loan LLCs are authorized to enter into Exit

10

11

12 3 Financing and take all actions necessary to effectuate such Exit Financing, including but

13 2 not l imited to, executing the necessary loan documents to implement Exit Financing,

14 entering into an interborrower agreement, and pledging their assets. Such Exit Financing

15 may be with Universal Equity Group and Strategic Capital Group, or its nominee or

16 assigns, or with a substitute, replacement lender on more favorable terms in the sole

17 discretion of the Plan Proponent without further order of the Court.

iI

;

1.18 The Plan Proponent, Liquidating Trustee, ML Manager LLC, Reorganized

19 E Debtor, and Debtor are authorized, empowered and directed, without further order of the

20 Court, to execute and deliver any 'ulstrument, security agreement, deed of trust, or other

22

21 document and to perform any act that may be necessary, desirable or required for the

consummation of the Plan.

23 E

24

J. The Court will retain jurisdiction for certain purposes as provided for in the

Plan. The Court's retention ofjuxisdiction shall not, and does not, affect the finality of the

25 Confirmation Order.

26 K.
|
!
!
|
al

iE:

Pursuant to the Plan, &om and after the Effective Date, the Liquidating

27 Trustee, as to the Causes of Actions and Avoidance Actions relating to the Liquidating

28 Trust, and the ML Manager LLC and/or Loan LLCs, as to the Causes of Action and
FENNEMOR.ECRAlG,P.C.
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1

2

3

4

Avoidance Actions relating to the Loan LLCs and/or ML Manager LLC and the ML

Notes and ML Loan Documents, shall be the successor of and the representative of the

Estate pursuant to, among other things, Section l 123(b)(3)(B) of the Bankruptcy Code.

Such Causes of Actions and Avoidance Actions shall vest in the Liquidating Trust, or as

applicable the ML Manager LLC and/or the Loan LLCs, as the successor and the5

6

7

representative of the Estate.

L.

8

. MP0620ll LLC, and MP 122030 LLC (the "Debtor's MP Fund Interests"). The Debtor's

19 E MP Fund Interests shall be included in the RBLLC Loan Collateral treated as secured

The Maricopa County Treasurer filed an objection citing the incorrect

interest rate for Class 2 Secured Tax Claims. Page 18 of the Plan is hereby modified to

9 - provide for the statutory rate of 16% per annum from the Petition Date until paid.

10 : M. Pursuant to the agreement of the Plan Proponent and the Unsecured

ll ; Creditors Committee, page 28 of the Plan is modified to include the following sentence on

12 ; linel4: "The unsecured claims listed on BR 133-135 of the Investors Committee's Trial

13 Exhibits, excluding all Insider claims, are deemed Allowed in the amounts set forth in

14 8 such Exhibit or in such creditor's timely filed proof of claim."

15 N. Pursuant to the agreement of the Plan Proponent, RBLLC and the

16 Unsecured Creditors Committee, the following paragraph will be added to page 26 of the

17 Plan: "The Debtor's estate owns interests in three of the MP Funds, MPl22009, LLC,

18

20 under Class 7 of the Plan, provided, however, that in the event the General Unsecured

21 Creditors of Class l lA do not receive the $2 Million priority payment from other sources

22 following the later of: (1) payoff of the Exit Financing under the Plan, or (2) eighteen (18)

23 months following the Effective Date, then the Class NA General Unsecured Creditors

24 shall be entitled to receive 50% of any funds arising from or distributed on account of the

25 8 Debtor's MP Fund Interests on or after Confirmation until the Class alA creditors have

26 : received on account of their Class alA interests a total from all sources of $2 Million.

27 Class alA shall be deemed to have a collateral secured interest in the Debtor's MP Fund

Interests, which is deemed valid, perfected and part pass with the RBLLC Class 7

:
:I
I
!
iI

28
FEr~n4Bmo1uacaA1o, P.C. E
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security interests, until Class alA has received a total of $2 Million from all sources under

the Plan. If Class 1 lA creditors receive amounts from the Debtor's MP Fund Interests

= pursuant to this paragraph, then following payments to Class alA creditors on account of

their Class NA interests from all sources totaling $2 Million, RBLLC Class 7 shall be

subrogated for all purposes to the rights of Class NA to receive the $2Million priority

6 payment from the Liquidating Trust to the extent of the amounts paid to Class leA from

7 the Debtor's MP Fund Interests."

8 O. Arizona Bank & Trust ("AB&T") holds claims in Class 5 and Class alA.

9

10

11

12

13

1

2

3

4

5

' Page 20 beginning on line 14 of the Plan concerning AB&T's Secured Claim in Class 5

; will be modified to provide for (1) payment of monthly interest at the rate of 7.25% per

annum commencing within thirty (30) days of the Effective Date, and thereafter, on the

Q first day of each month (the "Monthly Payments"), (2) the maturity date of the loan

documents evidencing AB&T's Secured Claim will be extended to January l, 2013 if not

14 paid sooner by the sale or refinancing of the AB&T's collateral, as described in the Deed

; of Trust made for the benefit of AB&T (the "DOT"), (3) the agreed Secured Claim

16 amount of $6,482,596.27 for which AB&T will retain its liens pursuant to the DOT; (4)

15 E

!
!

to

21
22
23 shall have an Unsecured Claim in Class NA for $2,010,652.78, which is the amount of its

24 4

19 i to pay the Monthly Payment by the fifth day of each month or the failure to pay the full

FENNEMORECRAIG, P.C.

PHOENIX

17 the DOT shall stay in place and in the event of  a default under the DOT, the loan

18 : documents or any other agreement related thereto, including but not limited to, the failure

amount on or before January 1, 2013, AB&T will be able to immediately pursue its

remedies under the DOT and applicable State law without further order of the Bankruptcy

Court. The existing loan documents will be modified to reflect these changes. AB&T

second note. On the Effective Date AB&T wil l  receive a release f rom any and all

25 Avoidance Actions and Causes of Action which the Estate may have against it. The

26 Investors Committee has also agreed that if its Plan has not been confirmed or become
!

27 i effective prior to September l, 2009, then the Investors Committee will not oppose a stay

28 : relief motion brought by AB&T. The Liquidating Trust shall actively market the sale of

Case b;08-bk-07465-RJH Doc 1755 Filed 05/2809 Entered 05/21/09 10:53:56 Desc
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1

2

3

4

5

6

7

i

- the AB&T collateral, timely pay all real estate taxes related the AB&T collateral, pay any

and all unpaid real estate taxes, including any penalties related thereto, related to the

. AB&T collateral that have accrued prior to the Effective Date, and once a year at the

request of AB&T order and pay for an appraisal of the AB&T collateral and share such

appraisal with AB&T. Failure to comply with any of these provisions shall be deemed to

be an event of default and AB&T will be able to immediately pursue its remedies under

the DOT and applicable State law without further order of the Bankruptcy Court.

Pursuant to the agreement of the Plan Proponent and Gold Creek, the

general contractor on the Chateaux on Central, which is owned by the Debtor, page 21 of

the Plan is modified to reflect that (1) the Liquidating Trust will have 60 days after the

Effective Date to rev iew the val idity of  the mechanics l iens of  Gold Creek. If  the

Liquidating Trust agrees or does not object then the liens will be deemed valid. If the

Liquidating Trust objects then the parties agree to binding arbitration of the validity of the

liens. (2) If  the liens are valid then Gold Creek retains its lien for $3,046,l26.71 and

interest will accrue on that amount from the Effective Date of the Plan at 7.5% per annum.

= (3) The Trust will pay the debt on the sale or refinance of the Chateaux or the maturity

date of 2 years from the Effective Date, which ever is earlier. (4) hi the event that the

debt has not been paid by the maturity date then Gold Creek may file a foreclosure action

. and the Liquidating Trust will not oppose such action.

Q. Pursuant to the agreement of the Plan Proponent and the MKG objectors and

21 E the Dijkman objector, the Plan is modified on page 53, line 9-11 to read: "No former or

22 current officer, director or employee or agent, attorney, accountant, affiliate or Insider of

23 Debtor is released from or indemnified for any liability for any actions or omissions prior

24 to the Effective Date (the "Non-Released Parties")." Also the Plan is modified on page 54,

25 line 17-19 to insert the following phrase after ML Loans "(excluding any interest in the

26 ML Loans held by the Non-Released Parties)," and after the phrase Investors "(excluding

27 i any kivestor who is a Non-Released Party)."

R. VTL Committee and the Investors Committee have reached a settlement of

9
10 ;
11
12

13
14

15
16

17
18
19

Case 5:08-bk-07465-RJH Doc 1755 Filed 05/26939 Entered 05/21/09 10:53:56 Desc
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1

2

3

4

the issues concerning the challenge to the VTL Fund security interest in the MP Funds

assets. Option A on page 24 of the Plan shall be modified to reflect the terms set forth on

Exhibit A which was attached to the Investors Committee's Confirmation Brief The

settlement is hereby approved and shall be implemented as provided in the Plan and in

S. Pursuant to the agreement of the Plan Proponent and certain materialman

7 ; and mechanic lien holders of Borrowers, the Plan is modified to add the following

8 paragraph: "Nothing in the Plan detennines in what forum a lien priority dispute between

9 a materialman or mechanic lien claimant of a Borrower of the Debtor and the Debtor will

10 ; be litigated. Further, on or after the Effective Date of the Plan, nothing in the Plan or this

11 . Order shall act as an injunction or channeling order limiting or restricting the ability of

12 any materialman or mechanic lien claimant of a Borrower of the Debtor from proceeding

13 in a court of competent jurisdiction to adjudicate a lien priority dispute with respect to

14 property owned by a Borrower of the Debtor."

15 T. Pursuant to the agreement of Plan Proponent and RBLLC, the modification

16 to Section 3.6(g) of the Plan set forth in the Investors Committee's Confirmation Brief

17
18 : provide for only one Board seat for RBLLC, which shall be on the Board of Managers for

and the objection to RBLLC's proofs of claim are withdrawn. The Plan is modified to

|

19 E the ML Manager LLC. The Plan shall be modified to include a new Section 7.6 as

20 follows: "All Investors shall be deemed to have an Allowed Investor Damage Claim. As

21 E for the Non-Revolving Opportunity Pass-Through Investors and the MP Funds and the

22 MP Fund Investors, upon written notification by the Liquidating Trustee to the RBLLC

23 representative and Investors representative to be selected by the Trust Board of the

24 availability of at least $500,000 in funds for distribution to beneficiaries of the Liquidating

25 Trust beyond those funds required for distribution on account of the Allowed Claims of

26 General Unsecured Creditors, RBLCC representative and the Investor representative shall

27 have 60 days to bring a contested matter or adversary proceeding in the Bankruptcy Court

to subordinate the Allowed Investors Damage Claims of the Non-Revolving Opportunity

|
|
!
i

FENNEMQRE CRAIG, P.C.
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1

2

3

4

5

6

Pass-Through Investors or the MP Funds or MP Funds Lnvestors under Section 5l0(b) or

the Class NB RBLLC Unsecured Claim under Section 510(b) or (c). To the extent that a

contested matter or an adversary proceeding is brought and allowed to proceed seeldng

such subordination, RBLLC and the Plan Proponent agree that the litigation shall first be

mediated before a Bankruptcy Judge in the District of Arizona and if not settled shall be

litigated before the Bankruptcy Court. The Liquidating Trust shall reserve and provide

funds for such litigation, up to $100,000 each for the RBLLC representative and the7

8 Z Investor representative to pursue or defend such litigation."

9 U. Pursuant to the agreement of the Plan Proponent and Sheldon Steinberg, the

10 s Plan is modified as follows:

11 l . Delete from Section 4.11 of the Plan, page 37, lines 23 and 24, the

12 Q phrase "and wil l  be deemed modif ied to conform with the terms of  the operating

13 agreements of the ML Manager and each Loan LLC."

14 3 2. Insert in Section 4.06, page 36, 1ine6, at the end of the sentence after

15 Loan LLCs the phrase "and Pass-Through Investors who retained their fractional interests

16 in the ML Loans."

g Insert in Section 4.13, page 39, l ine 6 before the last sentence:

! "Before such distributions are made, Pass-Through Investors who retain their fractional

20

ADR Procedures for Grace Entity Claims

17 3.

18

19 interests in the ML Loans shall be assessed their proportionate share of costs and expenses

: of serving and collecting the ML Loans in a fair, equitable and nondiscriminatory manner

21 E and shall be reimbursed in the same manner as the other Investors.

22 V. Pursuant to the agreement of the Grace Entities and the Plan Proponent, the

23 following is added as a modification to the Plan:
i

24 3

26

27

I
I
!

For purposes of  this section of  the Order and the Alternative Dispute
Resolution procedures ("ADR Procedures") with the Grace Entities, the following
terms shall have the indicated defined rneanins. Other capitalized words and
phrases shall have the meanings set forth in the P an.

FENNEMORECRMG,P.C.

PHOENIX

1. "Grace Ent i t i es"  means Cent ral  & Monroe,  LLC,  Osborn I I I
Partners, LLC, 44th & Camelback Property, LLC, 70th Street Property, LLC, and
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Portales Place Property, LLC.

2. "Grace Guarantors" means all guarantors of any loan made by MIL
to any of the the Grace Entities.

3. . "Grace Investors" means all Investors who hold a participating or
benef icial interest in one or more ML Loans to the Grace Entit ies as of  the
Effective Date.

1

2

3

4

5

6

7

8

4.
described herein.

"Grace ADR" means the alternative dispute resolution procedure

Investors, .
. or . . by aforementioned parties,

Clalms and Causes of Actlon ans mg under the loan documents entered into b
9

10 I

11
any Claims or Causes of Action arising out

loans to the

12

5. "Grace Dis Ute" means all Claims and Causes of Action against ML
held by one or more of tie Grace Entities, and all Claims and Causes of Action
against the Grace Entities and/or the Grace Guarantors held by ML or the ML

including but not limited to any and all Claims and Causes of Action that
have been may be asserted and between the all

and
between ML and the Grace Entities, all guarantees in connection therewith, all
counterclaims in connection therewith,
of or related in an way to ML's failure to timely and fully fund its
Grace Entities, any all Claims and Causes of Action arising out of ML's conduct
regarding those loans.

13 i

14 i

The Grace ADR shall be implemented as follows:

15

16

17

18

!

E
I

In lieu of litigation in the Bankruptcy Court or any other court or tribunal,
the Grace Dispute shall be resolved through the following alternative dispute
resolution procedure, defined herein as the ' Grace ADR." During the mediation
and arbitrations to be conducted hereunder, no litigation or enforcement action
(including but not limited to foreclosure actions or trustee's sales) shall be taken
against the Grace Entities, the Grace Guarantors, or any property (real or personal)
that serves as collateral for any loan made by ML to any of the Grace Entities, and
any litigation or other enforcement actions currently pending shall be immediately
dismissed or withdrawn as appropriate in light of the parties' agreement to conduct
the Grace ADR.

19
!

20
21

22

23

The parties required to anticipate in the Grace ADR shall be the Grace
Entities, the Grace Guarantors, in, or its successor ML Manager, LLC, and any
Loan LLC fanned to own an interest in any loan with one or more of the Grace
Entities. ML, ML Mane er, and any of the Loan LLCs will be deemed to be acting
in their interest and in 81
Investors who retain an ownership in any note or deed of trust issued in connection
with any loan between ML and the Grace Entities.

eir capac.1ty, if any, as the agent for any and all Grace

:
I

The Grace ADR shall consist of an initial mediation, and shall be followed
by binding bifurcated arbitration, as described below, if mediation fails to result in
a written settlement agreement mutually acceptable to all of  the parties that
resolves some or the entires of the Grace Dispute. The mediator shall be a single
indiv idual, who shall be c open by mutual agreement of the parties, or by the
Bankruptcy Court on an expedited basis in the event the parties are unable to agree
on who shall serve as mediator.

If mediation is unsuccessful, the arbitrator shall be a single individual, who
shall be chosen by mutual agreement of the parties, or by the Bankruptcy Court on

24

25 :

26
27 g

28
P1=.nnEmolu8clvuG.p.c. ;
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1 an expedited basis in the event the parties are unable to agree on who shall serve as
arbitrator. If appointed by the Court, the arbitrator shall be a retired or former state
court or federal Judge.2

3

4

5

6

7

separately.
bundled togedmer

8 parties at least 14 calendar days to prepare for the
and after giving the

of the

9

any loan, and if  so, what amount if  any of a loan must be e

The fust stage of arbitration shall be devoted to the issue of whether ML's
loans to the Grace Entities and the parties' intent and conduct was such that the
dispute between ML and all of the race Entities should be arbitrated in a single
arbitration in which the Grace Entities are entitled to assert claims or defenses ham
one loan in connection with other loans or claims, or whether each of the Grace
Entities and their loans are separate and distinct, and thus should be arbitrated

The parties have referred to this as the issue of whether the loans are
the "Bundling Issue"). The parties shall be entitled to present

evidence and legs argument regarding their respective positions on the Bundling
Issue. After the arbitrator has determined the Bundling issue,

second option Grace
ADR, the arbitrator shall consider and rule on any and all ' other of the Grace
Claims resented, including, without limitation, the obligation of any or all of the
Grace Eiiitities to repay any loan, whether there are any defenses to repayment of

, r aid, any dame e
claims that any or all of the Grace Entities may have against tali that exceed the
amount of a loan, whether any or all of the Grace Entities are entitled to an offset
against any loan, whether any or all of the Grace Entities have claims against ML
relating in any way to ML's failure to fund one or more of the loans to the Grace
Entities, whether any or all of the Grace Entities have claims against ML relating in
any way to any and all loan commitments and any related agreements or revisions

commitments or agreements, whether there are any legal or equitable
defenses to a trustee's sale, and the amount due, if any, by die Grace Guarantors.
to those

10

11

12

13

14

15

16

17

18

20

22 4

23

19 i

Each of the parties may be represented by counsel at each stage of the Grace
ADR. No later than thirty (30) days from the Effective Date, the parties shall have
selected a mediator, or applied to the Court for the appointment of a mediator.
Within 14 days of appointment, the mediator shall conduct an initial pre-mediation
conference with the parties to discuss and determine the future conduct of the
mediation, including clarification of the issues and claims involved in the Grace
Dispute, a schedule for the mediation conference, and any other preliminary
matters. If the parties cannot agree on specific procedures for conducting the
mediation, they shall be established by the mediator. The mediation shall
conclude, in any event, no later than sixty (61 days from the Effective Date, unless
the parties mutually agree in writing to eaten the mediation conclusion deadline to
a later date, or so ordered by the Court (the "Mediation Period").

25

26

24
i

!
i
!

27 !
:

!

At any time following the Mediation Period, any of the parties may issue a
written demand for arbitration. The parties shall then have seven (7) days from the
sending of that demand to agree on the selection of an arbitrator. Absent an
agreement, any party may apply to the Court on an expedited or emergency basis
for the appointment of an arbitrator. In connection with such an application, any
party may nominate a qualif ied arbitrator and request that that arbitrator be
appointed. The nomination must comply with the qualif ication rec luirement set

e Court that
the arbitrator is wil l ing to serve, and would not have any

Within seven (7) days of the selection of the arbitrator, the
and determine the future

cannot a ee on specific procedures
they shall be establishegrby the arbitrator generally

forth above, and the nominating party must determine and avow to t
proposed ' available,

ethical conflicts.
arbitrator shall
conduct of the arbitration,
any other preliminary matters.
for conducting the arbitration,

conduct a preliminary hearing to discuss
including the schedule for the arbitration hearing(s) and

If the parties

FENNI:MOaECIZA1G,P.C. 5
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1

2

3

4

5

6

7

using the mies of Commercial Arbitration as published by the American
Arbitration Association as a guide. The arbitration shall conclude and the
arbitrator shall issue his written decision and award, in an
September 1, 2009, by personal electronic service on tile .
counsel, unless the parties mutually agree in writing to extend the arbitration
conclusion deadline to a later date. In reaching his or her decision, the arbitrator
shall apply Arizona law.

event, no later than
pomes' respective

8

The arbitrator's final decision and award shall be final and binding on, and
may not be appealed by, all of the parties required to anticipate in the Grace ADR.
The Bankruptcy Court shall retain jurisdiction to entrOrce any agreement resulting

A
including required travel and other expenses of

and any witness an the cost of any proof produced at
shall be subject to the award of the

9

|

from the mediation, or any written decision and award issued by the arbitrator.
other expenses of the Grace ADR,
the mediator and arbitrator,
the direct request of the mediator or arbitrator,
arbitrator. T e Grace ADR and Grace Claims shall not include, and the mediator
and arbitrator shall not hear or rule upon, any claims held by any of the Grace
Entities against some or all of the Grace Investors, or otherwise by any of the
parties in the Grace ADR against any third party, all such claims being expressly
reserved.

10

11

12

13

W. Section 4.7 of the Plan is modified on page 36, line 14 to insert the phrase

"except for the fractional interests of Pass-Through Investors who do not within sixty (60)

14 1 days after the Effective Date agree to transfer their fractional interests into the applicable

15 Loan LLC. The transfer shall be voluntary for the Pass-Through Investors, who may agree

16 to transfer their Hactional interests by marking the Ballot or by serving on counsel for the

18

i
I!

8

24

25

17 i Investors Committee a written notice stating their agreement to transfer their fractional

i interests to the applicable Loan LLC."

19 2 X. Section 4.12 of the Plan is modified on page 38, line 21 as follows "all

20 servicing fees, interest spread, default interest, impounds, extension fees and other money

21 4 which were to be received by Debtor relating to the ML Loans, may be transferred to the

22 applicable Loan LLCs (and Pass-Through Investors who retain their fractional interests in

23 g the ML Loans) from which the fees or interest derived, however, the ML Manager LLC as

E manager and as agent, shall have the option, at it sole discretion, to collect all such

revenues accruing after the Effective Date and use them in the operations of the Loan

26 5 LLCs and the ML Manager LLC, and shall account for them as advances from the

applicable Loan LLCs (and Pass-Through Investors who retain their fractional interests in

28 Me ML Loans). As to such revenues accruing before the Effective Date, they shall be

27

Fa14NEMORECSAIG,P.C.
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1

2

3

4

5

collected by the ML Manager and used in the operations of the Loan LLCs only to the

extent that the principal and non-default interest owing on the underlying loan is paid in

iilll."

6

7

17 be litigated, and nothing in the Plan or Confirmation Order shall have any res judicator or

Y. The Exculpation provision on page 53, beginning at line 22 and continuing

to page 54, and ending at line 5, shall be deleted in its entirety.

Z. Pursuant to the agreement of the Plan Proponent and Tempe Land

Company, the Plan is modiriedto reflect the following agreement: "As for Borrower

8 ; Tempe Land Company ("TLC"), which is a debtor in its own chapter ll bankruptcy

9 Q proceeding in Case No. 2:08-bk-17587 (the "TLC case"), either TLC or the Plan

10 2 Proponent may file motions in both the TLC case or the Debtor's case to determine which

11 5 Bankruptcy Court will decide and resolve the matters involving the claims and causes of

12 action and other issues asserted or which may be asserted by the Debtor's Estate or the

13 TLC estate against each other. Each party may make any and all arguments and take any

14 and all actions concerning such matters but the ultimate decision shall reside with the two

15 Bankruptcy Courts. Nothing in this Plan or Confirmation Order shall pre-determine what

16 forum in which the applicable disputes between the Debtor's Estate or the TLC estate will

18 collateral estoppels effect upon the merits of any claim, claim objection, adversary matter

19 » or other proceeding concerning TLC.or Debtor. Further, on or after the Effective Date of

20 F the Plan, nothing in the Plan or Confirmation Order shall act as an injunction or

channeling order as to the forum for litigation of such disputes involving TLC and21

22 Debtor."

23
24 cancelled and extinguished without further act or action under any applicable agreement,

AA. On the Effective Date the Equity Interests of Debtor shall be deemed

BB. The modifications and changes to the Plan made in this Order and on the

25 i law, regulation, order or rule. The Debtor, through any officer or director, shall be

26 ; authorized to sign the Amended and Restated Articles of the Debtor, as approved by the

27 ! Plan Proponent.

28
FENNEMDRECRAIGJ C. 3
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1

2

3

4

5

record at the Confirmation Hearing are not materially adverse to any party in interest and

are expressly approved by the Court and shall be incorporated into the Plan.

CC. The 10 day stay of a Confirmation Order under Bankruptcy Rule 3020(e) is

hereby waived and shall not be applied to this Order.

so ORDERED AND DATED AND SIGNED ABOVE.

6

7 21986281

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
E

i

25

26
i
i

27

3
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1

Keith L. Hendricks (012750)2

3

4

FENNEMORE CRAIG, P.C.
Cathy L. Reece (005932)

3003 N. Central Ave., Suite 2600
Phoenix, Arizona 85012
Telephone: (602)916-5343
Facsimile: (602)916-5543
Email: creece@fc1aw.com

Attorneys for Official Committed
of Investors

5

6

7

8

9

10

IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF ARIZONA

Ire

11 MORTGAGES LTD.,

Chapter 11

Case No. 2:08-bk-07465-RJH

12 Debtor.

13

14

15 i

16

17
THE OFFICIAL COMMITTEE OF INVESTORS'

FIRST AMENDED PLAN OF REORGANIZATION DATED MARCH 12, 2009

18

19

20

21

22

23

24

25

26
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ARTICLE I

INTRODUCTION

This plan of reorganization as amended (defined herein as the "Plan," including

any modifications hereto) is proposed, pursuant to the provisions of 11 U.S.C. § 1101, et

seq., by THE OFFICIAL COMMITTEE OF INVESTORS ("Investors Committee"),

which is a party in interest in the above-entitled Chapter 11 case of MORTGAGES LTD.

("ML" or the "Debtor"). Investors Committee requests confirmation of the Plan pursuant

to 11 U.S.C. § 1129(a) and (b).

ARTICLE 11

DEFINITIONS AND RULES OF INTERPRETATION

1

2
3

4

5
6

7

8

9

10

11

12
13 .

14

15

16 gender.

17 2.1

The terms set forth in this Article II shall have the respective meanings hereinafter

set forth. Any capitalized term used but not otherwise defined herein shall have the

meaning given to that term in the Bankruptcy Code (as hereinafter defined). Whenever

the context requires, such terms include the plural as well as the singular, the masculine

gender includes the feminine gender, and the feminine gender includes the masculine

19

21

24 2.2

25

Accelerated Recovery means, as to RBLLC and the Revolving Opportunity

18 ; Investors' unsecured claims and beneficiary interests in the Liquidating Trust, available

payments for distribution Horn the Liquidating Trust (after repayment of the Exit

20 Financing, payment of the Secured Claims on the Non-Loan Assets, the operating

E expenses of the Liquidating Trust and the $2 million priority payment to the Ordinary

22 Course Trade Creditors who hold Class alA General Unsecured Claims) equal to their pro

23 rata share of total beneficiary interests in the in the Liquidating Trust multiplied by 1l0%..

I Administrative Claim means an Allowed Claim for any cost or expense of

administration of the Chapter ll Case allowed under Sections 503(b) or 507(b) of the

26 Bankruptcy Code and entitled to priority Luider Section 507(a)(l) of the Bankruptcy Code,

Farmemoas cam, P.C.
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1

2 8

3

4

5 :

6

7
8 .

9
10 E Allowed means, with respect to any Claim against, or Interest in, the

11 Debtor: (a) proof of which, requests for payment of which, or application for allowance of

12 : which, was filed or deemed filed on or before the Bar Date, the Administrative Claim Bar

13 Date, or the Professional Fee Bar Date, as applicable, for filing proofs of Claim or Interest

14 or requests for payment for Claims of such type against the Debtor, or (b) a Claim or

including, without limitation: (a) fees payable under 28 U.S.C. §l930, (b) actual and

necessary costs and expenses of preserving the Debtor's Estate or administering the

Chapter ll Case, (c) all compensation and expenses of Professional Persons to the extent

Allowed by Final Order under Sections 330, 331, or 503 of the Bankimptcy Code, and

expenses of members appointed to a Committee to the extent Allowed by Final Order

under Section 503(b)(3)(F)-

2.3 Administrative Claim Bar Date means the Effective Date plus 20 days or

dates established by the Bankruptcy Court for the tiling of Administrative Claims,

including Claims for Professional Fees.

2.4

15 Interest that is allowed in any contract, instrument, indenture, or other agreement entered

16 . into in connection with the Plan and as to which no objection to its allowance has been

17 . interposed within the applicable period of limitation fixed by the Plan, the Bankruptcy

Code, the Bankruptcy Rules, or the Bankruptcy Court.

2.5

18

19 Arizona Bank Secured Claims means the Allowed Secured Claims based

20 8 on a note or notes to Arizona Bank & Trust as lender, by Debtor, as borrower, which are

21 determined to be secured by the Liens on property in Fountain Hills and Scottsdale,

22 Arizona, respectively owned by the Debtor.

23 2.6 Artemis Secured Claims means the Allowed Claims based on a promissory

24 i note dated March 7, 2008 executed by the Debtor, as maker, secured by the Liens

25 . consisting of a deed of trust on property owned by the Debtor known as Central &

26 8 Highland, located in Phoenix, Arizona.

FENNEMGRE CRAIG, P.C.

PHOENIX
i

2

RAD00110



-Illlllll | | |

2.7 Avoidance Actions means all statutory causes of actions preserved for the

Estate under Sections 510, 542, 543, 544, 545, 547, 548, 549, and 550 of the Bankruptcy

Code against any Person, including but not limited to various parties identified on Exhibit

1 attached hereto and incorporated herein by reference. Failure to list an Avoidance

1

2

3

4

5

6

7

8

9

10 . reject the Plan.

11 2.9 Bankruptcy Code means Title 11 of the United States Code, 11 U.S.C.

12 §§101-1330, as amended Hom time to time and as applicable to the Chapter 11 Case.

13 2.10 Bankruptcy Court means the United States District Court for the District

14 of Arizona having jurisdiction over the Chapter ll Case and, to the extent of any

15 reference made to 28 U.S.C. §l57, the bankruptcy unit of such District Court constituted

Action or Cause of Action in the Plan or Disclosure Statement does not constitute a

waiver or release by the Debtor or the Liquidating Trustee, the ML Manager LLC or the

Loan LLCs of such Avoidance Action or Cause of Action.

2.8 Ballot means the ballot accompanying the Plan and Disclosure Statement on

which Creditors who are entitled to vote on the Plan will indicate their vote to accept or

i

E

16 pursuant to 28 U.S.C. §151.

17 2.11

III

Bankruptcy Rules means, collectively, the Federal Rules of Bankruptcy

18 Procedure as promulgated under 28 U.S.C. §2075 and any Local Rules of the Bankruptcy

\

19 Court, as applicable to the Chapter 11 Case.

20 5 2.12 Bar Date means October 7, 2008 for some Claims and January 6, 2009 for

21 Investors, the MP Funds, and the VTL Fund and any other applicable date or dates fixed

22 Z by the Bankruptcy Court by which Persons asserting a Claim against the Debtor (except

23 Administrative Claims and Claims for Professional Fees) must file a proof of claim or be

24 forever barred from asserting a Claim against the Debtor or its property, from voting on

25

26

Q the Plan, and from sharing in distributions under the Plan.

FENNEMORE cnA1G,p.c,
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1 2.13 Borrower means the third party borrower under the ML Loans to whom the

2

3

4

5

6

7

8

9

10

11

12

13

Debtor originally made a ML Loan.

2.14 Borrowers' Claims means the Claims based on the Borrowers' alleged

lender liability and other causes of actions, including the right of recoupment or setoff,

asserted by a Borrower against their respective ML Loan and this Estate or the Investors.

2.15 Business Day means any day other than a Saturday, Sunday, or legal

holiday (as defined in Bankruptcy Rule 9006) and any other day on which commercial

banks in Phoenix, Arizona are authorized to close.

2.16 Cash means currency, checks drawn on a bank insured by the Federal

Deposit Insurance Corporation, certified checks, money orders, negotiable instruments,

and wire transfers of immediately available funds.

2.17 Causes of Action means all rights, claims, torts, liens, liabilities,

obligations, actions, causes of action, avoiding powers, proceedings, debts, contracts,

judgments, offsets, damages and demands whatsoever in law or equity, whether known or

unknown, contingent or otherwise, that the Debtor and its Bankruptcy Estate may have

against any Person, including but not limited to any state or federal cause of action or

claim against various parties identified on Exhibit l attached hereto and incorporated

herein by reference. Causes of Action do not include Avoidance Actions. Failure to list a

14

15

16

17

18

19

21

; Cause of Action or Avoidance Action in the Plan or Disclosure Statement does not

20 constitute a waiver or release by the Debtor or the Liquidating Trustee, ML Manager LLC

or Loan LLCs of such Cause of Action.

2.18 Chapter 11 Case means the case under Chapter 11 of the BaMuptcy Code22 3

23

24
i

in which Debtor is the debtor and debtor-in-possession, commenced as an involuntary

Chapter 7 case on June 20, 2008, converted to a Chapter 11 case on June 24, 2008, and

25 g pending before the Bankruptcy Court.

26
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1 2.19 Claim means a claim against a Person or its property as defined in Section

2

3

4

5

6

7

8

9

10

i

lOl(5) of the Bankruptcy Code, including, without limitation: (a) any right to payment,

whether or not such right is reduced to judgment, l iquidated, unl iquidated, f ixed,

contingent, mature, unmarred, disputed, undisputed, legal, equitable, secured, or

unsecured, arising at any time before the Effective Date, or (b) any right to an equitable

remedy for breach of performance if such breach gives rise to a right to payment, whether

or not such right to an equitable remedy is reduced to judgment, f ixed, contingent,

matured, unmarred, disputed, undisputed, secured, or unsecured.

2.20 Class means a category of  holders of  Claims or Interests which are

substantially similar in nature to the Claims or Interests of other holders placed in such

11

12

category, as designated in Article III of the Plan.

2.21 following: Investors Committee,

13

Commi t tee means any one of  the

Unoff icial Investors Committee, VTL Committee, and the Unsecured Credi tor

14 Committee.

2.22 Confirmation Date means the date on which the Bankruptcy Court enters15 !
E

16 e the Condemnation Order.

17 Confirmation Hearing means the hearing held by the Bankruptcy Court to

18 | consider confirmation of the Plan under Section 1129 of the Bankruptcy Code, as such

2.23

20

19 hearing may be adjourned Hom time to time.

2.24 Confirmation Order means the order of the Bankruptcy Court confirming|

21
|
i
i
i
! the Plan in accordance with the Bankruptcy Code.

22

23 Allowed Claim, encompassed within the statutory definition set forth in Section l01(l0)

2.25 Creditor means any holder of a Claim, whether or not such Claim is an

i

24 of the Bankruptcy Code.

25 2.26 Cure means the payment of Cash, or such other property as may be agreed

26 upon by the parties or ordered by the Bankruptcy Court, with respect to the assumption of

FENNBMMECRAJG, P.C.
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1

2

3

4

5

6

7

8

9

11

12

an executors contract or Lmexpired lease pursuant to Section 365(b) of the Bankruptcy

Code or with respect to any other Debt Instrument, in an amount equal to: (a) all unpaid

monetary obligations due under such executors contract or unexpired lease or required to

pay or bring current the Debt Instrument and thereby reinstate the debt and return to the

e pre-default condit ions, to the extent such obl igations are enforceable under the

Bankruptcy Code and applicable non-bankruptcy law, and (b) with respect to any Debt

Instrument, if  a Claim arises from the Debtor's failure to perform any nonmonetary

obligation as Set forth in Bankruptcy Code Sections ll24(2)(C) and l 124(2)(D), payment

of the dollar payment amount which compensates the holder of such a Claim for any

10 actual pecuniary loss incurred by such holder as a result of any such failure, in the dollar

amount of  the Claim that is establ ished by the Claimant's sworn declaration and

accompanying admissible evidence filed with the Bankruptcy CoLu°t and served upon

counsel for Plan Proponent on or before the Objection Date.

2.27 Debt Instrument means a promissory note, other transferable instrument or

15 other document evidencing any payment obligation, expressly excluding any RBLLC

13

14

!
I

!16 promissory notes and any obligations to Investors.

2.28 Debtor means Mortgages Ltd. ("ML"), as debtor and debtor-in-possession

in the Chapter 11 Case, in accordance with Section 1107 and 1108 of the Bankruptcy

19 Code.

17

18

22 2.30 Disclosure Statement means the written disclosure statement relating to the

23 Plan including, without limitation, all exhibits and schedules to such disclosure statement,

24 in the form approved by the Bankruptcy Court under Section 1125 of the Bankruptcy

25 Code and Bankruptcy Rule 3017.

20 2.29 Disallowed means, with respect to a particular Claim, all or any portion of a

21 Claim that has been disallowed by a Final Order.

26 Ei|
|
E

3
|
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1 2.31 Disputed means, with respect to Claims or Interests, any Claim or Interest:

2

3 .

4

5

6

7

8

9

10

11

12

(a) that is listed in the Schedules as unliquidated, disputed, or contingent, or (b) as to

which the Debtor or any other party in interest has interposed a timely objection or request

for estimation, or has sought to equitably subordinate or otherwise limit recovery in

accordance with the Bankruptcy.Code and the Bankruptcy Rules, or which is otherwise

disputed by the Debtor in accordance with applicable law, such objection, request for

estimation, action to limit recovery or dispute has not been withdrawn or determined by a

Final Order, or (c) that is a contingent Claim.

2.32 Effective Date means the later of: (a) the first Business Day dirt is at least

eleven days after the Confirmation Date and on which no stay of the Confirmation Order

is in effect, and (b) the Business Day on which all of the conditions set forth in Section

5.1 of the Plan have been satisfied or waived.

13 : 2.33 Equity Interests means any ownership interest or share in the Debtor at the

14 Petition Date, whether or not transferable, preferred, voting or denominated "stock" or ai
|
i
.

15

16

similar security.

2.34 Estate means the estate for the Debtor created in the Chapter 11 Case in

18 2.35 Exit Financing means the financing provided by a third party lender on the

19 terms as set forth on Exhibit O to the Disclosure Statement which wil l  be used to
!

20 1 consummate the Plan on the Effective Date pursuant to the terms of the Plan, or financing

17 accordance with Section 541 of the Bankruptcy Code.

i|1 !i|
I

on more favorable terms with a substitute lender.

22
i
I
iI

2.36 Final Order means an order or judgment of the Bankruptcy Court: (a) as to

23 : which the time to appeal, petition for certiorari, or move for reargument or rehearing has

24 expired, or (b) as to which no appeal, petition for certiorari, or other proceedings for

25 reargument or rehearing is pending, or (c) as to which any right to appeal, petition for

26 certiorari, reargue, or rehear has been waived in wri t ing in form and substance

FEr~rNEMORBCRA1G.P.C.
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1

2

3

4

5

6

7

8

9

satisfactory to the Debtor, or (d) if an appeal, writ of certiorari, or reargument or

rehearing has been sought, as to which the highest court to which such order was

appealed, or certiorari, reargument or rehearing has determined such appeal, writ of

certiorari, reargument, or rehearing, or has denied such appeal, writ of certiorari,

reargument, or rehearing, and the time to take any further appeal, petition forcertiorari, or

move for reargument or rehearing has expired,provided, however, that the possibility that

a motion under Rule 59 or Rule 60 of the Federal Rules of Civil Procedure, or any

analogous rule under the Bankruptcy Rules, may be tiled with respect to such order does

not prevent such order from being a Final Order.

10 2.37 General Unsecured Claim means any Allowed Claim against the Debtor as

11
i

of the Petition Date not secured by a charge against or interest in property of due Estate,

12 Administrative Expense Claim; (b) a Priority Tax Claim; (c) a

13

5 and that is not: (a) an

5 Priority Claim; or (d) a Claim for Professional Fees.

14 2.38 Insider shall have the meaning set forth in Section 101(31) of the

15

16

17

18

19

Bankruptcy Code.

2.39 Investors Committee means the Official Committee of Investors.

2.40 Investors means all Persons holding fractional or participating interests in

the ML Loans or in the MP Funds which hold fractional or participating interests in the

ML Loans, whether as a pass-through investor or an investor under the MP Funds,

20 excluding the Debtor.

21 Investors Damages means the amount of principal plus accrued unpaid

22 5 interest through the Order For Relief Date that the Investors do not receive from the Loan

2.41

23 LLC after the ML Notes are paid in full or after reasonable collection efforts are

24 exhausted by the Loan LLC.

2 5 E

!

26 i
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1

2

3

4

5

6

2.42 Involuntary Chapter 7 Case means the involuntary petition filed by certain

Borrowers against Debtor on June 20, 2008 which the Debtor converted to a chapter 11

voluntary case which is the subject of this Plan.

2.43 Lease means die existing lease for premises located at 4455 East Camelback

Road, Phoenix, Arizona, between the Debtor and SM Coles LLC.

2.44 Lien shall have the meaning set forth in Section 101(37) of the Bankruptcy

7 Code.

8 2.45 Liquidating Trust means the Liquidating Trust established on the Effective

Date pursuant to Article VI of the Plan and the Liquidating Trust Agreement.

2.46 Liquidating Trustee means the Person to be named by the Plan Proponent

prior to the Conf i rmation Hearing and approved by the Bankruptcy Court in the

Conf irmation Order to manage the Liquidating Trust pursuant to the Plan and the

14
Liquidating Trust Agreement.

2.47 Liquidating Trust Agreement means the ML Liquidating Trust Agreement

15 to be entered into by the Liquidating Trustee before the Confirmation Date setting forth

16 the terms of the Liquidating Trust which will govern the operations of the Liquidating

17 Trust, a copy of which in substantially the form to be adopted is attached as Exhibit H to

9

10

11

12

13

18 1 the Disclosure Statement. The Liquidating Trust Agreement can be amended at any time

19 before the Confirmation Hearing.

20 2.48 Liquidation Fund means that deposit account to be established on or before

21 4 the Effective Date to hold funds received from the Non-Loan Assets and recoveries from

22 3 Avoidance Actions and Causes of Action for distribution to holders of Allowed Claims

23
24
25 Fund.

26

pursuant to the Plan. The Exit Financing and the costs and expenses of the Liquidating

Trust, the Liquidating Trustee, and the Trust Board shall be paid out of the Liquidation

FENNEMORE CRAlG,P.C.

PHOENIX
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2

3

4

2.49 Loan LLCs means between 47 and 60 separate limited liability companies

to be organized pursuant to the Plan to hold each of the ML Loans pursuant to Article W

of the Plan. Each limited liability company will be governed in accordance with a

separate operating agreement. The Manager for each Loan LLC shall be the ML Manager

10

11

i

|
|

17

18

19

20

|

2.50 ML Deeds of Trust means the deeds of trust and other security documents

7 securing the ML Notes granted by third party Borrowers to the Debtor, which ML Deeds

8 Q of Trust will be transferred to the respective separate Loan LLCs pursuant to the Plan.

2.51 ML Loan Documents means all loan doctunents that evidence or secure the

ML Loans, including the ML Notes and ML Deeds of Trust, and all related

correspondence and other books and records regarding the ML Loans.

2.52 ML Loans means the loans evidenced by the ML Notes and ML Deeds of

13 Trust and ML Loan Documents which will be transferred to separate Loan LLCs pursuant

14 to the Plan or if the ML Deed of Trust has been foreclosed upon the real property and the

15 ML Loan Documents will be transferred to the Loan LLC.

2.53 ML Manager LLC means the new limited liability company to be

organized pursuant to the Plan which will be the non-economic Manager of each of the

Loan LLCs and the MP Funds. The ML Manager LLC will be governed in accordance

with an operating agreement. The Managers of the ML Manager LLC shall be the Board

of Managers pursuant to the Plan and the operating agreement

2.54 ML Notes means the promissory notes evidencing loans Hom the Debtor to

22 third-party Borrowers, which are secured by the ML Deeds of Trust and ML Loan

23 Documents and which will be transferred to separate Loan LLCs pursuant to the Plan.

2.55 MP Funds means MPl22009 L.L.C., an Arizona limited liability company,

MP0620ll L.L.C., an Arizona limited liability company, MP122030 L.L.C., an Arizona

limited liability company, Mortgages Ltd. Opportunity Fund Mpl2, L.L.C., an Arizona

25

26

10
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1

2

3

limited liability company, Mortgages Ltd. Opportunity Fund MP13, L.L.C., an Arizona

limited liability company, Mortgages Ltd. Opportunity Fund MPI4, L.L.C., an Arizona

limited liability company, Mortgages Ltd. Opportunity Fund MP15, L.L.C., an Arizona

limited liability company, Mortgages Ltd. Opportunity Fund MP16, L.L.C., an Arizona

limited liability company, and Mortgages Ltd. Opportunity Fund MPI7, L.L.C., an

4

5
6 E Arizona limited liability company.

7 2.56 MP Funds Investors means the members of the MP Funds who have

purchased and own membership interests in the respective MP Fund.

9 2.57 MP Funds Operating Agreements means all operating agreements and

8

10 i related contracts between Debtor and MP Funds.

11 2.58 Non-Loan Assets means and includes all assets that are not used to make

12

13 to one of the ML Manager LLC or the Loan LLCs on the Effective Date of the Plan. Non-

those payments that are due on the Effective Date of the Plan, and that are not transferred

14

15
16 assets, including, without limitation, computers, intellectual property, furniture, fixtures

17 and equipment, and employee and related business contracts and customer lists, excluding

18 existing servicing rights or agency agreements, related to the ML Loans, and excluding

19 2 the Debtor's rights, if any, to interest spread, fees, extension fees, default interest and

20 other interest, fees and charges arising out of or related to the ML Loans or the servicing

21 I rights or agency agreements.

22 2.59 Objection Date means the date established by the Bankruptcy Court to file

23 5 objections to confirmation of the Plan.

24 2.60 Order for Relief Date means June 24, 2008, the date on which the Chapter

25 11 Case was converted to a Chapter 11 case and the Order for Relief was entered.

26 i
i

Loan Assets shall specifically include all of the Debtor's interest in real property,

avoidance and third-party claims, Avoidance Actions and Causes of Action, tangible

FEN'NEMORECRAlG,P.C.
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8

9

10

11
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13

14.

2.61 Ordinary Course Professionals means professionals employed by the

Debtor during the Bankruptcy and approved by the Court.

2.62 Ordinary Course Trade Creditors means the General Unsecured

Creditors of Debtor who hold Allowed Unsecured Claims who are not RBLLC Investors

Borrowers or VTL Fund Investors or the VTL Fund.

2.63 Pass-Through Investors means the non-MP Funds Investors, other than

the Debtor, that hold a direct fractional or participating interest in the ML Loans whether

through Revolving Opportunity Loan Programs, Capital Opportunity Loan programs,

Annual Opportunity Loan Programs, Opportunity Plus Loan Programs, Performance Plus

Loan Programs, or other similar programs established by the Debtor.

2.64 Person means any individual, corporation, partnership, joint venture,

association, joint stock company, trust, unincorporated association or organization,

governmental agency, or associated political subdivision.

2.65 Petition Date means June 20, 2008, the date on which the Involuntary

15 : Chapter 7 Case was filed.

16 2.66 Plan means this Plan of Reorganization, either in its present form or as it

17 may be amended, supplemented or modified from time to time, including all its annexed

18 exhibits and schedules.

19 2.67 Plan Proponent means the Investors Committee.

20 2.68 Priority Non-Tax Claim means any Allowed Claim (or portions of such

21 Claim) entitled to priority under Section 507(a) of the Bankruptcy Code other than

22 Priority Tax Claims, Administrative Expense Claims, and Claims for Professional Fees.

23 2.69 Priority Tax Claim means any Allowed Claim of a governmental unit

24 entitled to priority under Section 507(a)(8) of the Bankruptcy Code.

25 2.70 Pro Rata means a proportionate share, such that the ratio of the

26 consideration distributed on account of an Allowed Claim in a Class to the amount of such

i
i

i|

|

:

i
!

i

ii

i|i
!
i

FBNNEMORECRAJG,P.C. i

PHOENIX
i
I! 12

RAD00120



11-11 ill ll | l l l

1

2

3

Allowed Claim is the same as the ratio of the amount of the consideration distributed on

account of all Allowed Claims in such Class to the amount of all Allowed Claims in such

Class.

4 2.71 Professional Fee Bar Date means the Administrative Claims Bar Date.

5

6

7

8

2.72 Professional Fees means the Administrative Claims for compensation and

reimbursement of expenses submitted in accordance with Sections 330, 331, or 503(b) of

the Bankruptcy Code of Professional Persons not otherwise satisfied in accordance with

other provisions of the Plan.

9

10

2.73 Professional Persons means any professional employed in the Chapter 11

Case pursuant to Section 327 or Section 1103 of the Bankruptcy Code, or any professional

12

i

11 or odder entity seeldng compensation or reimbursement of expenses in connection with the

: Chapter 11 Case pursuant to Sections 503(b)(3)(F) and (b)(4) of the Bankruptcy Code.

13 Professional persons shall specif ically include, but not be limited to, professionals

employed by: (a) the Debtor, including Ordinary Course Professionals, (b) the Investors

15 Committee; (c) the Unoff icial Investors Committee; (d) the VTL Committee; (e) the

14

16 Unsecured Creditor Committee, and (f) RBLLC.

2.74 RBLLC means Radical Bunny LLC.

means all of the Debtor's fractional interests in18 2.75 RBLLC Loan Collateral

17

19 the ML Loans and the ML Loan Documents.

20 8 RBLLC Non-Loan Collateral means all of  the Debtor's right, ti t le and

21 interest 'Lm (whether complete or partial) in real property known as Central & Highland,

2.76

*

22 Chateaux on Central, a 40-acre Troon parcel, Mummy Mountain 8, a 21-acre Fountain

23 Hills parcel, a note receivable for $5.76 million secured by a lien on the River Run Golf

24 Course in Eager, Arizona and a note receivable from the SMC Revocable Trist in the face

26
25 amount of $5.5 million.

Feuwamoas Cnsuc, P.C. i
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4

5

1 2.77 RBLLC Notes means 99 promissory notes with an aggregate principal

2 : amount of $l97,232,785.05 executed by the Debtor M favor of RBLLC.

2.78 RBLLC Secured Claims means the Claims of RBLLC evidenced by the

RBLLC Notes and secured by the RBLLC Loan Collateral.

2.79 Reinstated or Reinstatement means: (a) leaving unaltered the legal,

6 equitable and contractual rights of the holder of a Claim so as to leave such Claim

7 unimpaired in accordance with Section 1124 of the Bankruptcy Code, or (b)

8 notwithstanding any contractual provision or applicable law that entitles the holder of a

9 Claim to demand or receive accelerated payment of such Claim after the occurrence of a

10 default: (i) Cure any such default that occurred before or after the Petition Date, other than

12 2

14

18

equitable or contractual rights to which such Claim entitles the holder of such Claim,

11 f a default of the kind specified in Section 365(b)(2) of the Bankruptcy Code; (ii) if a Claim

arises from a Debtor's failure to perform any nonmonetary obligation as set forth in

13 Q Bankruptcy Code Sections ll24(2)(C) or l 124(2)(D), payment of the dollar amount

2 which compensates the holder of such a Claim for any actual pecuniary loss incurred by

15 such holder as a result of any such failure, in the dollar amount of the Claim that is

16 ; established by the Claimant's sworn declaration and accompanying admissible evidence

17 filed with the Bankruptcy Court and served upon the undersigned counsel for the Plan

8 Proponent on or before the Objection Date, (iii) reinstating the maturity of such Claim as

19 i such maturity existed before such default, and (iv) not otherwise altering the legal,

20 :

21 provided, however, that any contractual right that does not pertain to the payment when

due of principal and interest on the obligation on which such Claim is based, including,

23 but not limited to, financial covenant ratios, negative pledge covenants, covenants or

2 2
4

restrictions on merger or consolidation, and affirmative covenants regarding corporate

25 existence or prohibiting certain transactions or actions contemplated by this Plan, or

26

24

!
FENNEMORECRMG, P.C.
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2

3

4

5

6

7

8

9

10

11

12

13

14

conditioning such transactions or actions on certain factors, shall not be required in order

to accomplish Reinstatement.

2.80 Reorganized Debtor means the reorganized Mortgages Ltd, an Arizona

corporation, which shal l  be renamed ML Serv icing Co., Inc, as restructured and

reconstituted pursuant to the Plan as described in Article W below and the amended and

restated articles and bylaws which are attached as Exhibit I to the Disclosure Statement,

provided however, that the Plan Proponent may elect prior to the Confirmation Hearing to

not continue such entity in operation or as a servicing agent under the Plan as described in

Article W below, in which case it shall be renamed ML Holding Co., Inc.

2.81 Revolving Opportunity Investors means the Investors that subscribed to

and entered into the Revolving Opportunity Loan Program with the Debtor.

2.82 Schedules means the respective schedules of assets and liabilities, the lists

of holders of interests, and the statements of financial affairs filed by the Debtor under

Section 521 of the Bankruptcy Code and Bankruptcy Rule 1007, as such schedules, lists,

15 and statements may have been or may be supplemented or amended ham time to time. A

16 copy of the Schedules is attached as Exhibit C to the Disclosure Statement.

17 2.83 Secured Claim means any Allowed Claim, to the extent reflected in the

18 i Schedules or a proof of claim as a Secured Claim, which is secured by a lien on collateral

19 to the extent of the value of such Collateral, as determined in accordance with Section

20 3

21

22

506(a) of the Bankruptcy Code, or, if such Claim is subject to setoff under Section 553 of

the Bankruptcy Code, to the extent of such setoff.

23

24

2.84 Secured Tax Claim means any Al lowed Claim of  any state or local

governmental unit or associated political subdivision that is secured by a lien on property

of the Estate by operation of applicable law including, without limitation, every Claim for

25 unpaid real, personal property, or ad valorem taxes.

26

i

g
I
:
:
i
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2.85 Stratera Claims means any Allowed Claim evidenced by debtor-in-

possession loans made to the Debtor and secured by collateral as authorized by the

Bankruptcy Court and entitled to a superpriority administrative expense claim as set forth

in the applicable DIP Financing Orders.

2.86 Trust Board means the Trust board created for the Liquidating Trust

pursuant to Article VI below.

2.87 Unsecured Claim means every Allowed Claim or portion thereof,

regardless of the priority of such Claim that is not a Secured Claim.

2.88 Unofficial Investors Committee means the unofficial committee for

Investors existing prior to the appointment of the Investors Committee.

11 2.89 Unsecured Creditors Committee means the Official Committee of

12 Unsecured Creditors appointed by the United States Trustee pursuant to Section

13 1102(a)(1).

14 2.90 VTL Committee means the Committee of Investors in the Value-To-Loan

15 Opportunity Fund I L.L.C., an Arizona limited liability company appointed by the United

16 3 States Trustee.

17

18

19

2.91 VTL Fund means the Value-to-Loan Opportunity Fund I L.L.C.

2.92 VTL Fund Investors means the members of the VTL Fund who have

purchased and own membership interests in the VTL Fund.

20

21

i ARTICLE 111

CLASSIFICATION AND TREATMENT OF CLAIMS AND INTERESTS

22 . 3.1 No Classification of Administrative Claims and Priority Tax Claims.

23 As provided in Section I123(a)(1) of the Bankruptcy Code, Administrative Claims and

24 Priority Tax Claims shall not be classified for purposes of voting on, or receiving

25 distributions under, the Plan. All such Claims shall be treated separately as unclassified

26 Claims on the terms set forth herein.

FENNEMORECRAIG,P.C.
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1 3.2 Treatment of Administrative Claims. Allowed Administrative Claims

2

3

4

5

6

7

8

will be paid, in full satisfaction of such Claim: (a) a single Cash payment in the Allowed

amount of the Claim on the Effective Date from the Exit Financing, (b) in the ordinary

course of business as said Claim matures, or (c) upon such other less favorable terms as

may be agreed upon in writing by the holder of such Claim and the Plan Proponent, or as

ordered by the Bankruptcy Court. To the extent not otherwise paid on or before the

Effective Date, Allowed Administrative Claims may be paid from the Exit Financing as

such Allowed Administrative Claims are allowed and approved by the Bankruptcy Court

10 All requests for payment of

11 Administrative Claims, including for Professional Fees, sha l l  be  f i l ed  by  t he

12 Administrat ive Claims Bar Date. I f  Administrat ive Claims are not t imely f i led in

13 accordance with the Plan, they will be forever barred and will not be assertable in any

14 manner against the Debtor or the Estate, provided, however, that no such request for

15 8 payment shall be required with respect to Administrative Claims that have been paid

9 by Final Order.

3.3 Deadline for Fil ing Administrative Claims.

17

18

16 previously or with respect to Administrative Claims for expenses incurred in the ordinary
!

course of business, unless a dispute exists as to any such expenses, or unless the

provisions of the Bankruptcy Code require approval or allowance by the Bankruptcy

3.4

19 Court as a precondition to payments being made on any such expense.

20 Treatment of  Priority Tax Claims. Each holder of  an Allowed Priority

E Tax Claim will be paid, consistent with § ll29(a)(9)(C) of the Bankruptcy Code and in

22 3 full satisfaction of such holder's Priority Tax Claim: (i) the amount of such holder's

21

23 Priority Tax Claim, with simple interest at the rate of six percent (6%) per annum (or such

24 other rate as the Bankruptcy Court may determine at the Conf irmation Hearing is

25 appropriate), in deferred Cash payments over a period of five (5) years from the Order for

26 Relief Date, to be paid in equal quarterly installments of principal and interest from the

i
I
I
!
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1

2

3

4

5

6

7

8

9

10 and and

11

12

Liquidation Fund, provided that: (a) die Liquidating Trust may prepay the balance of any

such Priority Tax Claim at any time without penalty from the Exit Financing or the

Liquidation Fund, and (b) the treatment of Priority Tax Claims shall not be less favorable

than the most favored nonpriority unsecured claim provided for by the Plan, or (ii) such

other treatment as may be agreed upon in writing by such holder and the Plan Proponent,

as appropriate or ordered by the Bankruptcy Court.

3.5 Elimination of Claim. To the extent there are no amounts owing on the

Effective Date for any Priority Non-Tax Claims and/or any Priority Tax Claims, such

treatment as set forth above will be deemed automatically eliminated from the Plan.

3.6 Classif ication Treatment  of  Claims In terests That  Are

Classified. For purposes of voting, distributions, and all confirmation matters, except as

otherwise provided herein, all Allowed Claims and Interests shall be classified and treated

as follows:13

114

15

16

(a) Class 1: Priority Non-Tax Claims. Each holder of a Priority Non-

Tax Claim that is an Allowed Claim shall be paid by the Liquidating Trust in full

within sixty (60) days after the Effective Date of the Plan out of the Exit Financing.

17

18

19

20

21

Class 1 is unimpaired under the Plan and, therefore, holders of Allowed Priority

Non-Tax Claims shall not be entitled to vote on the Plan and, instead, shall be

22

||

§

i

a

23

24

25

26

deemed to have accepted the Plan.

(b) Class 2: Secured Tax Claims. Each holder of an Allowed Secured

Tax Claims will be paid, consistent with § 1129(a)(9)(D) of the Bankruptcy Code

and in full satisfaction of such holder's Secured Tax Claims: (i) the amount of such

holder's Secured Tax Claims, with simple interest at the rate of six percent (6%)

per annum (or such other rate as the Bankruptcy Court may determine at the

Confirmation Hearing is appropriate), in deferred Cash payments over a period of

f ive (5) Years f rom the Order for Relief  Date, to be paid in equal quarterly

FENNEMGRBCRAIG, P.C.
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15

17

18

19

20

21

22

23
24

25 g
26

installments of principal and interest from the Liquidation Fund, provided that: (a)

the Liquidating Trust may prepay the balance of any such Secured Tax Claim at

any time without penalty from the Exit Financing or Liquidation Fund; and (b) the

treatment of Secured Tax Claims shall not be less favorable than the most favored

nonpriority unsecured claim provided for by the Plan, or (ii) such other treatment

as may be agreed upon in writing by such holder and the Plan Proponent, as

appropriate or ordered by the Bankruptcy Court. Class 2 is unimpaired by the

Plan, consequently, all holders of Allowed Claims in Class 2 are deemed to have

accepted the Plan and are not entitled to vote on the Plan.

(c) Class 3.' Stratera Claims. The holder of the Class 3 Stratera Claims,

which are superpriority Administrative Claims and Secured Claims, will be paid in

full on the Effective Date from the proceeds of the Exit Financing, except that the

Stratera DIP Financing secured by the Debtor's interest in the Centerpoint Notes

and Deed of Trust might be paid in full earlier from financing obtained by Tempe

Land Company in its own chapter ll bankruptcy proceeding, in which case that

portion of Stratera's Claim will be considered satisfied and the security interest

released. Accordingly, the Class 3 Stratera Claims are unimpaired by the Plan, are

deemed to have accepted the Plan and are not entitled to vote on the Plan.

(d) Class 4: Artemis Secured Claim. The Class 4 Artemis Secured Claim

will be Cured, Reinstated and paid in full on the Effective Date from the proceeds

of refinancing or sale of the collateral. Accordingly, the Class 4 Artemis Secured

Claim is unimpaired by the Plan, is deemed to have accepted the Plan and is not

entitled to vote on the Plan. .

In the alternative, the Class 4 Artemis Secured Claim will retain its lien

against its collateral. From the Effective Date interest will accrue at the non-default

contract rate of interest set forth in the Artemis note and will be paid annually on

FENNEMORECRAIG, P.C.
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22 3

23 i

24

25

26

the anniversary of the Effective Date. No default interest, late fees or other charges

because of the default that occurred prior to the Effective Date shall be allowed.

The Class 4 Artemis Secured Claim will be paid solely from and to the extent of

the proceeds of die sale of the collateral or Nom the proceeds of refinancing, or if

not paid sooner on the maturity date which shall be 5 years from the Effective

Date. Accordingly, if nonpaid on the Effective Date, the Class 4 Artemis Secured

Claim is impaired pursuant to the Plan. A vote will be solicited from this Class but

counted only if impaired.

(e) Class 5: Arizona Bank Secured Claim. The Class 5 Arizona Bank

Secured Claim will be Cured, Reinstated and paid in full on the Effective Date

from the sale of the collateral. Accordingly, the Class 5 Arizona Bank Secured

Claim is unimpaired by the Plan, is deemed to have accepted the Plan and is not

entitled to vote on the Plan.

In the alternative, the Class 5 Arizona Bank Secured Claim will retain its

lien against its collateral for the amount of its Allowed Secured Claim. Prom the

Effective Date interest will accrue at the non-default contract rate of interest set

forth in the Arizona Bank note(s) on the Allowed Secured Claim and will be paid

annually on the anniversary of the Effective Date. No default interest, late fees or

other charges because of the default that occurred prior to the Effective Date shall

be allowed. The Class 5 Arizona Bank Secured Claim will be paid solely from and

to the extent of the proceeds of the sale of the collateral or from the proceeds of

refinancing, or if not paid sooner on the maturity date which shall be 5 years from

the Effective Date. Accordingly, if not paid on the Effective Date, the Class 5

Arizona Bank Secured Claim is impaired pursuant to the Plan. A vote will be

solicited from this Class but counted only if  impaired. To the extent Arizona

Bank's Secured Claim is determined not to include the $2 mill ion Note then

Fsunzmoxz ckAIG,p.c.
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Arizona Bank will have a Class NA General Unsecured Claim and shall be paid its

Unsecured Claim as set forth in Class 1 lA below.

(f ) Class 6: Mechanics Liens Claims and Other Miscellaneous Secured

Claims. The holder of the Class 6 Mechanics Liens Claims against Debtor's assets

and Other Miscellaneous Secured Claims will retain their liens on the collateral in

the same order of priority as existed on the Petition Date and will be paid from the

proceeds of the sale of their collateral or from refinancing as the collateral is sold

or ref inanced. Accordingly, the Class 6 Mechanics Liens Claims and Other

Miscellaneous Secured Claims are unimpaired by the Plan, are deemed to have

accepted the Plan and are not entitled to vote on the Plan. To the extent any

Mechanics Lien Claim is determined not to have a lien on the alleged collateral,

then to the extent it is awarded an Allowed General Unsecured Claim it shall be

treated as a Class alA General Unsecured Claim.

(g) Class 7: RBLLC Secured Claims. RBLLC will be deemed to be a

secured creditor with valid and perfected security interests and liens in the RBLLC

Loan Collateral for the amount of the unpaid principal and interest of the Debtor's

fractional interest in the ML Notes as of the Petition Date. On the Effective Date,

the Debtor's f ractional interest in ML Notes and ML Deeds of Trust shall be

transferred to the applicable Loan LLCs in exchanged for a membership interest in

the Loan LLCs proportional to the fractional interest of the Debtor in the ML

Loans and the membership interests shal l  be issued to RBLLC in part ial

satisfaction of its RBLLC Notes. RBLLC will be deemed to have no liens in the

RBLLC Non-Loan Collateral. On the Effective Date, as described in Article VI

below, the RBLLC Non-Loan Collateral will be transferred to the Liquidation

Trust or retained in the Reorganized Debtor free and clear of any alleged liens of

RBLLC. RBLLC will have a Class liB General Unsecured Claim, and will be a

Fmunlswnons CnAxG, P.C.
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beneficiary of the Liquidating Trust to the extent that the unpaid obligations under

the RBLLC Notes are not exchanged for a membership interest in a Loan LLC and

for the amount of principal owed on the ML Loans (plus accrued and unpaid

interest through the Petition Date) that RBLLC does not receive from the Loan

LLC after the ML Notes are paid in full or after reasonable collection efforts have

been exhausted by the Loan LLC. Lm addition, as set forth in Article W below in

more detail, RBLLC's Class alB Unsecured Claim and beneficiary interest in the

Liquidating Trust shall be entitled to receive an Accelerated Recovery in the

amount of  $25 mil l ion f rom the Liquidating Trust along with the Revolv ing

Opportunity Investor's Class l l Unsecured Claims and beneficiary interests'

Accelerated Recovery in the amount of  $10 mi l l ion unt i l  RBLLC and the

Revolving Opportunity Investors receive an Accelerated Recovery which totals

$35 mill ion at which time they shall return to their then pro rata share of the

Liquidating Trust. Any potential Avoidance Action held by the Estate against

RBLLC shall be deemed settled and resolved on the Effective Date. The Class 7

RBLLC Secured Claims are impaired pursuant to the Plan.

(h) Class 8: MP Funds and AB' Funds Investors' Claims. The MP Funds

will receive new interests under the Plan as follows:

On the Effective Date, each of the MP Funds will transfer its fractional

interests in each of the ML Loans and exchange those interests for membership

interests in the applicable Loan LLC that holds the applicable ML Loan. The new

membership interests given to the MP Fund shall be proportional to the fractional

interest of the MP Funds in each of the ML Loans. The MP Funds will continue to

exist after the Effective Date and the MP Fund Investors shall continue to hold

their membership interests in the MP Funds. The Operating Agreement for each

MP Fund will be amended and restated as described in Article VI below and the

Femutamoas CRAIG. P.C.
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Manager for each MP Fund will be replaced with a new Manager, the ML Manager

LLC. The decision by the MP Fund Investor shall be made by checldng a box in

the Class 8 Ballot to "agree" to remove Mortgages Ltd. as the Manager and to

modify the Operating Agreement as set forth in the Plan. Each MP Fund shall

distribute proceeds of the principal and interest payments which it received from

the Loan LLCs to the MP Fund Investors.

MP Funds wi l l  also have a Class 11C Unsecured Claim and wi l l  be

beneficiaries of the Liquidating Trust to the extent of the Investors Damages. The

Class lac Unsecured Claims and beneficiary interests shall be paid on a pro rata

basis with the other beneficiaries in the Liquidating Trust, subject to the priority

payment of the Exit Financing, the operating expenses of the Liquidating Trust, the

Secured Claims on the Non-Loan Assets, the $2 million Ordinary Course Trade

Creditor Priority, and die Accelerated Recovery of RBLLC and the Revolv ing

Opportunity Investors. The MP Fund Investors shall receive and be paid their

Investors Damages through the MP Fund Unsecured Claim in the Liquidating Trust

and shall not have an individual beneficiary interest in the Liquidating Trust. Any

distribution which the MP Funds receive as beneficiaries of the Liquidating Trust

shall redistributed by the MP Funds to their MP Fund Investors.

Any potential Avoidance Action held by the Estate against MP Funds or any

MP Fund Investor who have investments with the MP Funds as of the Petition Date

(except for such Claims by Insiders) shall be deemed settled and resolved on the

Effective Date. The ownership of the fractional interests in ML Notes by the MP

Funds shall be deemed settled and resolved in favor of  the MP Funds upon

confirmation of the Plan.

The Class 8 MP Funds and MP Fund Investors Claims are impaired under

the Plan. The Plan Proponent will be asldng the MP Fund Investors be allowed to
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vote in their respective MP Fund so that their vote can be counted in place of the

MP Fund's Manager's vote, since the MP Fund Managers are the Debtor.

(i ) Class 9: VTL Fund and VTL Fund Investors Claims. The VTL Fund

Investors shall have a choice of treatment. The VTL Fund investors may choose to

be treated in subsection (A) below or in subsection (B) below.

(A) The VTL Fund Loans to die MP Funds wi l l  be modi f ied by ( l )  a

reduction of the interest rate to 0% per annum, (2) the debt and the liens will be

reallocated and spread pro rata across all MP Funds as originally contemplated by

the Debtor and the accompanying f ractional interest in a Note wi l l  also be

reallocated to the MP Fund with the debt, (3) the principal on the VTL Loan will

be repaid at the rate of 10% of the actual principal received by the MP Funds net of

Exit Financing as principal payments each year, (4) all payments received post

petition in 2008 and 2009 shall be recharacterized and applied to principal only and

no interest will have been paid or will be due for the same period, (5) when the MP

Fund's fractional interests in the Notes and Deeds of Trust are transferred to the

Loan LLCs in exchange for the issuance of the membership interests in the Loan

LLCs. such transfers shall be 'tree and clear of the VTL Fund lien and such VTL

lien will attach to the MP Funds' new membership interests in die Loan LLCs as a

replacement lien and payments of principal received by the MP Funds will be

subject to subsection 3 above. These terms if accepted by the VTL Fund Investors

will become its treatment.

(B) In the event the VTL Fund Investors do not choose to be treated as set

forth in subsection (A) above, then die VTL Fund Claim and the security interest in

the MP Funds assets will be disputed and an adversary proceeding or lawsuit will

be commenced by the Manager, the Plan Proponent or the ML Manager LLC in the

Bankruptcy Court or in another Court of competent jurisdiction to determine

-24-
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whether the VTL Fund has any claim against any MP Fund, secured or otherwise.

In the event such Court determines that VTL Fund does not have a claim against a

certain MP Fund then the VTL Fund shall have a Class laD General Unsecured

Claim for the applicable amount. In the event such Court determines the VTL Fund

has a valid secured claim against a MP Fund then it shall retain its lien in the MP

Fund's assets and be paid pursuant to the Court's determination. At the election of

the VTL Fund Investors of Class 9, the VTL Fund may stay in place, in which case

the VTL Fund Investors would be permitted to elect a new manager of the VTL

Fund and amend and restate their Operating Agreement. The VTL Fund and the

VTL Fund Investors shall have a Class laD General Unsecured Claim, and will be

a beneficiary of the Liquidating Trust in the event that under Subsection B above a

Court determines that the VTL Fund has no claim against a MP Fund. The Class

laD General Unsecured Claims and beneficiary interests shall be paid on a pro rata

basis with the other beneficiaries of the Liquidating Trust, subject to the priority

payment of the Exit Financing, the operating expenses of the Liquidating trust, the

Secured Claims on the Non-Loan Assets, the $2 million Ordinary Course Trade

Creditors Priority, and the Accelerated Recovery of RBLLC and the Revolving

Opportunity Investors. The VTL Fund Investors shall receive and be paid their

claims, if any, through the VTL Fund Unsecured Claim in the Liquidating Trust

and shall not have an individual beneficiary interest in the Liquidating Trust. Any

distribution which the VTL Fund receives as beneficiaries of the Liquidating Trust

shall be distributed by the VTL Fund to their VTL Fund Investors.

The Class 9 VTL Fund and the VTL Fund Investors Claims are impaired

under the Plan.

( j ) Class IOA: Non-Revolving Opportunity Pass-Through Investors

Claims. On the Effective Date, holders of Class loA Non-Revolving Opportunity

FENNBMORE CRAIG, P.C.
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in the related ML Loan.
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Pass-Through Investors Claims will transfer their respective fractional interests in

each of the ML Loans and exchange those interests for membership interests in the

applicable Loan LLC that holds the applicable ML Loan. The new membership

interests in the applicable Loan LLC shall be proportional to the fractional interest

The transfer shall be voluntary for the Pass-Through

Investors. This decision to voluntarily transfer the fractional interest in ML Notes

and ML Deeds of Trust shall be made by checldng a box in die Class loA Ballot to

"agree" to the transfer of the interests subject to the restrictions and Exit Financing.

The Agency Agreements and other contracts may be transferred by Debtor to ML

Manager LLC, after review of the federal income tax consequences, at the option

of the Plan Proponent. Holder of Class loA Non-Revolving Opportunity Pass-

Through Investors Claims will also have a Class ilE General Unsecured Claim

and will be beneficiaries of the Liquidating Trust to the extent of their Investors

Damages. The Class liE General Unsecured Claims and beneficiary interests shall

be paid on a pro rata basis with the other beneficiaries in the Liquidating Trust,

subject to the priority payment of the Exit Financing, the operating expenses of die

Liquidating Trust, the Secured Claims on the Non-Loan Assets, the $2 million

Ordinary Course Trade Creditors Priority, and the Accelerated Recovery of

RBLLC and the Revolving Opportunity Investors. Any potential Avoidance Action

held by the Estate against the Non-Revolving Opportunity Pass-Through Investors

who have investments with Debtor as of the Petition Date (except for such Claims

by Insiders) shall be deemed settled and resolved on the Effective Date. The Class

23

24

25

26

10A Non-Revolving Opportunity Pass-Through Investors Claims are impaired

under the Plan and their votes shall be counted separately for voting purposes and

shall be treated as a separate subclass from Class loB.

:

!
!
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(k) Class IOB: Revolving Opportunity Investors Claims. On the

Effective Date, holders of Class 10B Revolving Opportunity Investors Claims will

transfer their respective fractional interests in each of the ML Loans and exchange

those interests for membership interests in the applicable Loan LLC that holds the

applicable ML Loan. The new membership interests in the applicable Loan LLC

shall be proportional to the fractional interest in the related ML Loan. The transfer

shall be voluntary for the Pass-Through Investors. This decision to voluntarily

transfer the Hactional interest in ML Notes and ML Deeds of Trust shall be made

by checldng a box in the Class 10B Ballot to "agree" to the transfer of the interests

subject to the restrictions and Exit Financing. The Agency Agreements and other

contracts may be transferred by Debtor to ML Manager LLC, after review of the

federal income tax consequences, at the option of the Plan Proponent. Holder of

Class 10B Revolving Opportunity Investors Claims will also have a Class elF

General Unsecured Claim and will be beneficiaries of the Liquidating Trust to the

extent of their Investors Damages. In addition, as set forth in Article W below in

more detail, Revolving Opportunity Investors' Class ll Unsecured Claims and

beneficiary interest in the Liquidating Trust shall be entitled to receive an

Accelerated Recovery in the amount of $10 million from the Liquidating Trust

along with the RBLLC Class liB Unsecured and beneficiary interests' Accelerated

Recovery in the amount of $25 million until RBLLC and the Revolving

Opportunity Investors receive an Accelerated Recovery which totals $35 million at

which time they shall return to their then pro rata share of the Liquidating Trust.

Any potential Avoidance Action held by the Estate against the Revolving

Opportunity Investors who have investments with Debtor as of the Petition Date

(except for such Claims by Insiders) shall be deemed settled and resolved on the

Effective Date. The Class loB Revolving Opportunity Investors Claims are

27
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impaired under the Plan and their votes shall be counted separately for voting

pm°poses and shall be treated as a separate subclass from Class loA.

(1) Class IIA: General Unsecured Claims. Holders of Class NA

General Unsecured Claims will be beneficiaries of the Liquidating Trust to be

established on the Effective Date of the Plan in accordance with the Plan. In

addition, as set forth in Article W below in more detail, the Ordinary Course Trade

Creditors of the Debtor with a Class alA General Unsecured Claim shall be

entitled to receive a priority payment of $2million of their beneficiary interests in

the Liquidating Trust, after the Liquidating Trust repays the Exit Financing, pays

the Secured Claims on the Non-Loan Assets, and pays it operating expenses, which

shall be prior to payment of any other beneficiary interests, including any

Accelerated Recovery. The remaining beneficiary interests of such Class alA

creditors shall be paid along with other beneficiary interests of the Class liB

through Class laG General Unsecured Claims. Any potential Avoidance Action

held by the Estate against the Ordinary Course Trade Creditors with Class alA

General Unsecured Claims as of the Petition Date (except for such Claims by

Insiders) shall be deemed settled and resolved on the Effective Date. The Class

alA General Unsecured Claims are impaired under the Plan.

(m) Class IIB: RBLLC Unsecured Claims. RBLLC shall have a Class

NB Unsecured Claim and will be a beneficiary of the Liquidating Trust to be

established on the Effective Date in accordance with the Plan. The treatment of the

Class NB Unsecured Claim has been set forth in subsection (g) above entitled

Class 7: RBLLC Secured Claim and is incorporated herein. The Class liB RBLLC.

Unsecured Claim is impaired under the Plan.

(n) Class IIC: IW" Funds and IW' Funds Investors Unsecured Claims.

The MP Funds and MP Fund investors shall have a Class lac Unsecured Claim

28
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and will be a beneficiary of the Liquidating Trust to be established on the Effective

Date in accordance with the Plan. The treatment of the Class 11C Unsecured Claim

has been set forth in subsection (h) above entitled Class 8: MP Funds and MP

Funds Investors Claims and is incorporated herein. The Class 11C MP Funds and

MP Funds Investors Unsecured Claim are impaired under the Plan.

(0) Class IID: VTL Fund and VTL Fund Investors Unsecured Claims.

The VTL Fund and VTL Fund Investors shall have a Class ND Unsecured Claim

and will be a beneficiary of the Liquidating Trust to be established on the Effective

Date in accordance with the Plan as provided in subsection (i) above. The treatment

of the Class ND Unsecured Claim has been set forth in subsection (i) above

entitled Class 9: VTL Fund and VTL Fund Investors Claims and is incorporated

herein. The Class ND VTL Fund and VTL Fund Investors Unsecured Claim are

impaired under the Plan.

(p) Class IIE: Non-Revolving Opportunity Pass-Tnrough Investors

Unsecured Claims. The Non-Revolving Opportunity Pass-Through Investors shall

have a Class liE Unsecured Claim and will be a beneficiary of the Liquidating

Trust to be established on the Effective Date in accordance with the Plan. The

treatment of the Class liE Unsecured Claim has been set forth in subsection (j)

above entitled Class 10A: Non-Revolving Opportunity Pass-Through Investors

Claims and is incorporated herein. The Class liE Non-Revolv ing Opportunity

Pass-Through Investors Unsecured Claims are impaired under the Plan.

(q) Class I1F.' Revolving Opportunity Pass-Through Investors

Unsecured Claims. The Revolving Opportunity Pass-Through Investors shall have

a Class l l Unsecured Claim and will be a beneficiary of the Liquidating Trust to

be established on the Effective Date in accordance with the Plan. The treatment of

the Class elF Unsecured Claim has been set forth in subsection (k) above entitled

29
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Class 10B: Revolving Opportunity Pass-Through Investors Claims and is

incorporated herein. The Class ll Revolving Opportunity Pass-Through Investors

Unsecured Claims are impaired under the Plan.

(r) Class IIGJ Borrowers' Unsecured Claims. The Borrowers shall

have Class NG Unsecured Claims and will be beneficiaries of the Liquidating

Trust to be established on the Effective Date in accordance with the Plan as

provided in subsection (s) below. The Class lG Unsecured Claims and

beneficiary interests shall be paid on a pro rata basis with the other beneficiaries in

the Liquidating Trust, subject to the priority payment of the Exit Financing, the

operating expenses of the Liquidating Trust, the Secured Claims on the Non-Loan

Assets, the $2 million Ordinary Course Trade Creditors Priority, and the

Accelerated Recovery of RBLLC and the Revolving Opportunity Investors. The

Class laG Borrowers' Unsecured Claims are impaired under the Plan. The Class

laG Borrowers Unsecured Claims may be divided into separate subclasses in Class

NG and treated separately for voting purposes.

(s) Class 12: Borrowers' Claims. The holder of Class 12 Borrowers'

Claims, which has been timely asserted in this Bankruptcy Case through an

adversary proceeding initiated before the Bankruptcy Court and which has been

determined a Final Order, shall be entitled to setoff the amount of its Allowed

Claim against the principal, interest and fees owed on its respective ML Loan. If

the Borrower is not determined to have a right of setoff against the ML Loan but is

determined to have a Claim then such Claim shall receive and be paid as a Class

laG General Unsecured Claim. The Class 12 Borrowers' Claims are impaired by

the Plan and are entitled to vote on the Plan as Class 12 Claims. Class 12

Borrowers may be divided into separate subclasses in Class 12 and treated

separately for voting purposes.
!

26 9
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(t) Class 13: Equity Interests. As of the Effective Date, all Equity

Interests in the Debtor will be canceled and extinguished. Holders of Equity

Interests will receive nothing under the Plan and they are deemed to have rejected

4 the Plan.

5 . 3.7 Classification Rules. All Claims and Interests are classified under the Plan

6 ; as stated in this Article III, provided however, a Claim or Interest will be deemed

7 ; classified in a particular Class only to the extent that the Claim or Interest qualifies within

the description of that Class and otherwise will be deemed classified and treated in (or

treated in a manner that is non-discriminatory) a different Class to the extent that a part of

such Claim or Interest qualities within the description of such different Class. All Claims

against the Debtor of whatever nature, whether or not scheduled and whether or not

8

liquidated, unliquidated, absolute or contingent, including all Claims arising from the

rejection of Executory Contracts, and all Interests, whether or not resulting in an Allowed

: Claim or Allowed Interest, shall be bound by the provisions of the Plan and are hereby

15 classified under the Plan as stated in the Plan. As of the Confirmation Hearing, any Class

16 of Claims which does not contain any Claims will be deemed deleted automatically from

17 the Plan; and any Class of Claims which does not contain an Allowed Claim (or a Claim

18 temporarily or provisionally allowed by the Bankruptcy Court for voting purposes) will be

9

10

11

12

13

14

20

19 deemed deleted automatically from the Plan with respect to the voting on confirmation of

the Plan.

21 ARTICLE Iv

g
i
|
I

i22 |
!
!

23 i

MEANS FOR IMPLEMENTATION OF PLAN

4.1 Creation of Liquidating Trust.

24

25

26

The Debtor's interest in the Non-Loan

Assets will be transferred to the Liquidating Trust as of the Effective Date, provided

however, that Non-Loan Assets may be retained in the Reorganized Debtor if it is more

cost effective due to tax considerations to not transfer such asset to the Liquidating Trust.

FENNEMORECRAlG.P.C.
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Such determination will be made by the Plan Proponent prior to the Effective Date. The

Liquidating Trust is more fully described in Article VI of the Plan and in the Liquidating

Trust Agreement. The name of the Liquidating Trust will be the ML Liquidating Trust. A

copy of the ML Liquidating Trust Agreement in substantially the form to be adopted is

attached to the Disclosure Statement as Exhibit H.

4.2 Distributions to General Unsecured Creditors. Distributions to General

Unsecured Creditors in Classes NA through lG, including RBLLC, MP Funds and

Investors to the extent of their Investors Damages, and other holders of Unsecured Claims

will be made by the Liquidating Trust out of the Liquidation Fund in accordance with the

terms of the Plan and die Liquidating Trust Agreement. Sufficient reserves and reasonable

estimations of Claims shall be established and maintain for each distribution so as to

x

7

8

9

10

11 3

12 3

13

14

15

16

18

20

. protect the Investors, the MP Funds and Radical Bunny. RBLLC's Class NB Unsecured

Claim and beneficiary interest in the Liquidating Trust shall be entitled to receive an

Accelerated Recovery in the amount of $25 million from the Liquidating Trust along with

the Revolving Opportunity Investor's Class ll Unsecured Claims and beneficiary

interests' Accelerated Recovery in the amount of $10 million until RBLLC and the

Revolving Opportunity Investors receive an Accelerated Recovery which totals $35

million at which time they shall return to their then pro rata share of the Liquidating Trust.

19 8 For example, assuming the RBLLC and Revolving Opportunity Investor interests make up

g 30% of the beneficiary interests in the Liquidating Trust, and they receive an Accelerated

21 ; Recovery which is 110% of every net dollar that comes into the Liquidating Trust (after

2 payment of the Exit Financing, the Secured Claims against the Non-Loan Assets, the

23 operating expenses of the Liquidating Trust and the $2 million priority payment to the

Ordinary Course Trade Creditors who hold Class alA General Unsecured Claims) , then

25 with the Accelerated Recovery they would receive 33% (30% multiplied times ll%) of

22

26 the available distribution and the other beneficiary interests in the Liquidating Trust would

32
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: receive 67% until the total $35 million is recovered. Lm addition, the Ordinary Course

2 Trade Creditors of the Debtor with a Class alA General Unsecured Claim shall be entitled

3 5 to receive a priority payment of $2 million of their beneficiary interests in the Liquidating

Trust alter the Liquidating Trust repays the Exit Financing, the Secured Claims on Non-

Loan Assets and pays its operating expenses, which shall be prior to payment of any other

beneficiary interests including any Accelerated Recovery. The remaining beneficiary

7 2 interests of such Class alA Claims shall be paid along with other beneficiary interests of

/8 the Class NA through laG General Unsecured Claims.

4.39 Preservation of Debtor's Claims, Demands, Avoidance Actions And

Causes Of Action.

11

12

15

16

17

10 Except as otherwise provided in the Plan, all claims, demand,

Avoidance Actions and Causes of Action held by, through or on behalf of the Debtor

and/or the Estate are hereby preserved in full; and no provision of the Plan shall impair the

13 rights of the Liquidating Trustee or the ML Manager LLC or Loans LLCs with respect to

14 any such claims, demands, Avoidance Actions and Causes of Action, to prosecute or

defend against any such preserved claims, demands, Avoidance Actions and Causes of

Action. Attached as Exhibit l to the Plan is a list of potential targets, Causes of Actions

and Avoidance Actions. The Exhibit l is incorporated by reference herein and made a part

18 hereof. The Exhibit l is a non-exclusive list and has not been fully developed.

19 i Investigations are ongoing. Accordingly, no Person may rely on the fact that the Plan,

20 Disclosure Statement and accompanying exhibits and schedules do not identify a

|21 particular Person, Avoidance Action or Cause of Action and nothing herein shall

22 s constitute a waiver of any Avoidance Action or Cause of Action by the Debtor, the

23 : Liquidating Trust, the ML Manager LLC or the Loan LLCs. The Debtor for itself and for

24 g the benefit of the Liquidating Trust, the ML Manager LLC and the Loan LLCs expressly
8

26 i Action and Avoidance Actions against Borrowers and Guarantors and other parties

25 reserve and retain all Avoidance Actions and Causes of Action. P m, the Causes of

FENNEMDRECRMG, P.C.
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relating to the Loans and the Notes and Deeds of Trust will not be transferred to the

Liquidating Trust but shall follow the Notes and Deeds of Trust and shall be brought by

the ML Manager LLC or the Loan LLCs as the Debtor's representative and as the owners

4 of the Loans.

5 4.4

7

Structure and Role of Reorganized Debtor. On the Effective Date, the

6 Articles and Bylaws of the Debtor shall be amended and restated in substantially the form

set forth in Exhibit I of the Disclosure Statement. The new Reorganized Debtor will be

renamed ML Servicing Co., Inc. The Existing stock or shares and Equity Interests shall be

extinguished. New stock in Reorganized Debtor shall be issued to the Liquidating Trust.

i The old Board of Directors and Officers shall be terminated and a new Board of Directors

ll : shall be appointed and composed of the five Trust Board members appointed for the

12 Liquidating Trust Board. The names of the new Board of Directors are disclosed in the

13 Disclosure Statement and shall be confirmed and approved by the Bankruptcy Court in the

8

9

10

14 i Confirmation Order.

15 : The Reorganized Debtor may enter into a new servicing agreement with the ML

16 E Manager LLC Board of Managers for the servicing of the Loan LLCs. The form of

servicing agreement will be in substantially the form attached as Exhibit J to the

|

17

18 Disclosure Statement. Such servicing agreement shall not be assignable, transferable or

19 otherwise sold or disposed of by Reorganized Debtor or the Liquidating Trust. The

amount of the servicing fee shall not exceed the cost of operations, which budget and

21 i amount shall be approved by the ML Manager LLC Board of Managers and the Trust

20

22 Board. The initial operating funds for the Reorganized Debtor shall be advanced by the

23 Liquidating Trust firm the Liquidation Funds or advanced as a part of the Exit Financing,

In the sole discretion of the Plan Proponent, Plan Proponent may decide prior to the

Confinnation Hearing to enter into a servicing agreement with another licensed

26 commercial mortgage banker, such as Churchill Commercial Capital, Inc., to service the

24
i

25
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Loan LLCs. Ki that event, then the Reorganized Debtor name shall be renamed to ML

Holding Co. Inc. and such entity shall not conduct operations or have employees but shall

merely hold title to certain Non-Loan Assets as determined by the Plan Proponent. In

either event, the Reorganized Debtor shall not survive the existence of the Liquidating

Trust and shall be administratively dissolved prior to the termination of the Liquidating

Trust.

4 .

5 :

6 2

7 It is possible that the Reorganized Debtor if it continues to be a servicing entity for

8 ! the Loan LLCs may hire former employees of Debtor, however all such terms of

9 employment and compensation shall be disclosed prior to the Confirmation Hearing, and

10 shall be approved by the Plan Proponent prior to the Effective Date, and by the Trust

ll : Board after the Effective Date. Since all Non-Loan Assets may be transferred to the

Liquidating Trust on the Effective Date, the Liquidating Trust may license or lease the

or to another servicing entity as the

14 Liquidating Trust deems appropriate to perform the servicing agreement and to perform

15 services to the Liquidating Trust.

16 4.5

12
13 necessary assets to the Reorganized Debtor

Post-Confirmation Cfiicers and Directors. The senior executive officers

17 and directors of the Debtor that have served prior to the Effective Date shall not continue

il

18 E to serve from and after the Effective Date, however, certain officers and directors may

19 continued to be employed by the Reorganized Debtor as employees or consultants to

20 3 operate the Reorganized Debtor and might be titled as officers of the Reorganized Debtor.

22

21 . The list of such employees, their titles and compensation with the Reorganized Debtor

i shall be filed with the Bankruptcy CoLu't prior to the Confirmation Hearing.

23 4.6

24 : of the Plan shall effectuate and approve the resolution certain disputes and legal issues as

Resolution of Issues Effectuated by the Plan Confirmation. Confirmation

25 contained herein, including but not limited to, (1) the validity of the security interest of

26 RBLLC in the RBLLC Loan Collateral, (2) the acknowledgment of the ownership of the

F1n~n4Emolua CRAIG, P.C.
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ML Notes and ML Deeds of Trust by the MP Funds and Pass-Through Investors, (3) the

resolution of Avoidance Actions as against RBLLC, the Investors and the Ordinary

Course Trade Creditors (excluding Insiders), (4) the allowance of Investor Damages by

the Investors as unsecured Allowed Claims in the Liquidating Trust, and (5) the transfer

of the Debtor's alleged right andtitle to the interest spread, default rates, extension fees

and other similar fees, charges and interest to the Loan LLCs. Such resolutions shall be

5 2

6
7 1 consummated and effective on the Effective Date.

8 4.7 Creation of Loan LLCs. Pursuant to sections 1123, 1141 and 1145 of the

9 . Bankruptcy Code, prior to the Effective Date, a separate Loan LLC will be formed to hold

10 each of the ML Loans and the ML Loan Documents associated with that ML Loan,

l l including the ML Note and ML Deed of  Trust. On the Effective Date, 100% of the

12 fractional interests of each of the ML Loans, including all ML Loan Documents related to

13 such ML Loan, will be transferred to the respective Loan LLC, except for fractional

interests of Pass-Through Investors who do not agree to transfer their interest.14 The

15 transfer shal l  be voluntary for the Pass-Through Investors. The existing Agency

16 3 Agreements and other contracts may be transferred by the Debtor to the ML Manager

17 LLC, at the option of the Plan Proponent depending on the tax consequences. Upon such

18 transfer, each Loan LLC shall own such ML Loan Documents free and clear of all claims

19 a of any Persons, except for certain setoff Claims (if any) of the Borrower under such ML

20 Loan as Allowed and determined by the Bankruptcy Court and as provided for as a Class

21 12 Borrowers' Claim and possible the VTL Fund Claims. At the option of  the Plan

22 Proponent after review of the tax consequences, Debtor shall transfer to each Loan LLC

23 l all of its rights, title and interest to revenue it may have been entitled to receive for the

24 serv icing of the applicable Loan, but for the offset and recoupment defenses and

25 arguments of the Investors and MP Funds, in which case the Loan LLCs shall be the

26 i successor to the Debtor as to such rights, title and interest.

FENNEMQRLE CRAIG, P.C.
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4.8 Membership Interest in Loan LLCs. On the Effective Date membership

interests in each applicable Loan LLC will be issued to RBLLC, the Pass-Through

Investors and the MP Funds, in proportion to their respective fractional interests in a

particular ML Loan and related ML Loan Documents, including the ML Deed of Trust.

5 : The membership interests in the.Loan LLCs are not freely traceable. Restrictions apply.

6 ; Section 8 of the Loan LLC operating agreement which is attached as Exhibit K to the

7 : Disclosure Statement contains such restrictions and is incorporated herein by reference. In

8 8 exchange for the issuance of the membership interest in a Loan LLC, among other

9 E valuable consideration, RBLLC, the Pass-Through Investors and MP Funds shall reduce

10 by $100 their Investor Damages Claim or Unsecured Claim against the Debtor.

4

11 4.9

12

13

14

Governance of MP Funds. On the Effective Date, the Operating

Agreement of each MP Funds shall be amended and restated substantially in the form

provided in Exhibit L to the Disclosure Statement and ML Manager LLC shall become the

new Manager for each MP Fund.

4.10 Governance of Loan LLCs. Each Loan LLC will operate pursuant to a

16 separate operating agreement in the form of Exhibit K to the Disclosure Statement. The

I Manager of each Loan LLC shall be the ML Manager LLC.

15

18 4.11

of the Effective Date and after establishment of the Loan LLCs and upon the transfer of

21 the option of the Plan Proponent, all existing agencies, powers of attorney, servicing, and

E
i
!

i
i
E
i

:

17

Investor and MP Fund Agreements and Contracts. Upon time occurrence

19

20 ML Loans to those Loan LLCs, after analysis of the federal income tax consequences, at

22 related contracts between Investors or the MP Funds and ML will be transferred to the

23 §

24 operating agreements of the ML Manager LLC and each Loan LLC. Possession of the

ML Manager LLC, and will be deemed modified to conform with the terms of the

25 original ML Notes, endorsements, ML Deeds of Trust and all other ML Loan Documents

26 shall be transferred to the ML Manager LLC as the Manager for the Loan LLCs. ML
!l
!
!
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1

2

Manager may allow the Reorganized Debtor as the initial servicing agent to hold the ML

Loan Documents on its behalf or may transfer possession of the ML Loan Documents to

4.12

3

4

5

6

7

8

9

anodier entity to hold on its behalf

Creation and Governance of ML Manager LLC. Prior to the Effective

Date, ML Manager LLC will be. formed to be the Manager of each Loan LLC and each

MP Fund, pursuant to an operating agreement substantially in the form of Exhibit M to the

Disclosure Statement. The Confirmation Order shall confirm and appoint the five-member

Board of Managers for ML Manager LLC, who shall all be Investors. One Board member

shall be selected by RBLLC, one shall be selected by the Revolving Opportunity Investors

10 a and three shall be selected by the Investors Committee. In the event RBLLC or the

ll ; Revolving Opportunity Investors do not select a Board member, then the Plan Proponent

12 3 will select a Board member to f i l l those slots Nom the Investors. The names of the

13 2 members of the Board of Manager will be disclosed in the Disclosure Statement. ML

14 Manager LLC will be operated pursuant to its operating agreement. Members of the Board

15 of Managers shall be entitled to the reimbursement of reasonable expenses incurred in

16 performing their duties and shall be compensated $6,000 a year by the ML Manager LLC

17 ; for their time and service as a Member of the Board of Managers. In order to service and

18 manage the Loan LLC Loans it is anticipated that ML Manager LLC wil l  enter into

19 : independent contracts, hire one or more professional asset managers or companies,

20 contract with a servicing agent, employ counsel and other professionals, among other

21 things. As indicated in 4.11 above, on the Effective Date, all servicing fees, interest

22 spread, default interest, impounds, extension fees and other moneys which were to be

23 received by the Debtor relating to the ML Loans, may be transferred to the applicable

24 Loan LLCs from which the fees or interest derived, however the ML Manager shall

25 collect such revenues and use them in the operations of the Loan LLCs and the ML

26 Manager LLC.

\
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1 4.13 Distributions from Loan LLCs. Each Loan LLC will distribute funds to

2 ; its members pro rata based upon their respective membership percentages in such Loan

3 i LLC as set forth in the operating agreement for each of the Loan LLCs. Any Pass-

4 Tl1rough Investor that does not transfer its fractional interests into a Loan LLC will

5 receive its distribution pursuant to the existing Agency Agreement and other contracts

6 ; which may be assigned to the ML Manager LLC. When the MP Funds receive any

7 distribution from the Loan LLCs, they will distribute such funds to their respective

8 investors, afterpayment of any MP Fund creditors.

9 . 4.14 Alternate to Loan LLCs if Section 1145(a) Exemption and Safeharbor

10 Are Not Available.

12

14

16

18

In the event that the Court at or prior to the Confirmation Hearing

11 determines that the issuance of die membership interests to the members of Loan LLCs is

not exempt and protected by the safeharbor of Section l145(a) of the Bankruptcy Code,

13 then the Plan Proponent may elect at or prior to the Confirmation Hearing to change the

structure of implementation of the Plan as follows: (A) The Loan LLCs shall not be

15 formed, membership interests shall not be issued and the fractional interests of the Pass-

Through Investors, the MP Funds and Radical Bunny or shall not be transferred to the

17 : Loan LLCs. Instead each such party shall continue to hold title and ownership to its

: fractional interest in their respective Note and Deed of Trust. (B) The ML Manager LLC

19 : shall be formed as provided in the Plan and shall be managed as provided in the Plan. ML

20 Manager LLC shall be the new manager for each MP Fund as provided in the Plan.

Further, based upon an analysis of the income tax consequences, the Agency Agreements

22 (and related documents) between the Pass-Through Investors and Debtor at the option of

24 !

21

23 die Plan Proponent shall be cancelled or transferred and assigned to the ML Manager who

shall be the manager and where appropriate agent for all Pass-Through Investors and the

25 MP Fund. The ML Manager shall hire and enter into a servicing agreement for die

26 servicing of the Loans with Reorganized Debtor or a third party servicer, such as

Fl=.nnsmol=LE CR/uc, P.C.
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1

2 :

3

4

5

6 ,

7

8 ;

9

10 i

l l

12

13

14 :

15

16

17 to mean the ML Manager LLC if this section is adopted by Plan Proponent.

18 4.15 Financing the Plan and Operations. In order to consummate the Plan, the

19 : Plan Proponent has obtained Exit Financing. The terms of the proposed Exit Financing are

20 attached to and disclosed in the Disclosure Statement as Exhibit O. The Exit Financing

21 shall initially be used to pay in full on the Effective Date the outstanding Stratera Claims,

22 the Priority Non-Tax Claims and the Allowed Administrative Claims. In addition, the Exit

23 ' Financing shall be used by the ML Manager LLC and the Liquidating Trust to provide

24 working capi tal  for the operat ions of  the ML Manager LLC, the Loan LLCs, the

25 ;

26 Q

Churchil l Commercial Capital, Inc. ML Manager LLC shall be the successor to the

Debtor. (C) Membership interests in the ML Manager shall be issued to the Pass-

Through Investors, the MP Funds and Radical Bunny in their respective proportionate

share of the total Unpaid Principal Balance as of the Petition Date. In exchange for the

issuance of the membership interest in the ML Manager LLC to die MP Funds, the Pass-

Through Investors and Radical Bunny, such parties shall reduce their kivestor Damage

Claim or Unsecured Claim against the Estate by $100 for each Loan in which they are

invested. (D) If the Agency Agreements are transferred to the ML Manager LLC, they

shal l  be deemed modif ied to be consistent wi th the ML Manager LLC operating

agreement, including the alternate Major Decision Provision, the Restrictions on Transfer

Provision and the Issuance of Membership Provision which are attached as alternate

prov isions to the ML Manager LLC operating agreement which is Exhibit M to the

Disclosure Statement. In the event the Plan Proponent elects to implement this alternate

structure then the alternate provisions to the ML Manager LLC operating agreement in

substantially the form attached shall be adopted. (E) Further, other provisions in the Plan

which refer to the Loan LLCs shall be deemed revised where reasonable and appropriate

Reorganized Debtor and the Liquidating Trust. It is possible that Exit Financing will

needed to be entered into by the lender as the lender and by the Liquidating Trust, the ML

FENNEMORE CRAlG,P.C.
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3
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5

6
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8

Manager LLC, the Loan LLCs and/or the Reorganized Debtor as co-Borrowers with joint

and several liability. The lender may require that all of the assets of the entities be

pledged. It is anticipated that the parties will also enter into an inter-borrower agreement

to allocate amongst themselves the use of funds and the repayment of the Exit Financing

loan, among odder things. The entities shall keep sufficient records of the use of funds and

repayment of the loan so that a proper allocation and accounting may be made. Plan

Proponent reserves the right to substitute and replace the terms of the Exit Financing on

more favorable terms prior to the Confirmation Hearing should Plan Proponent in its sole

9

Dispute Resolut ion Procedure

11

12

13

14

discretion so choose.

10 ; 4.16 wi th Borrowers. Plan Proponent

contemplates that at Confirmation Hearing and in the Confirmation Order it will have the

: Court approve and authorize the ML Manager LLC, certain Loan LLCs and the MP Funds

to agree with certain Borrowers, guarantors and related parties, such as the Grace Entities,

on mutually agreeable dispute resolution procedures to resolve the claims of both the

15 holders of the ML Notes and ML Deeds of Trust against Borrowers, guarantors and

16 related parties and the claims of certain Borrowers, guarantors and related parties against

17 the Debtor and the holders of the ML Notes and ML Deeds of Trust. Any such proposed

i

18 mutually agreeable dispute resolution procedure to be approved at Confirmation shall be

19 filed with the Court prior to the Confirmation Hearing.

:|

3

i

i
||
i||
i

20

21

ARTICLE v

CONDITIONS To EFFECTIVENESS OF PLAN

22 5.1

23

24

25

26

Conditions to Effectiveness. The following are conditions precedent to

effectiveness of the Plan:

(a) The Confirmation Date has occurred,

(b) The Confirmation Order in form and substance acceptable to the Plan

Proponent has been entered and is a Final Order, except that the Plan Proponent

FENNEMQRE Como, P.C.
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2

3

4

5

6

7

8

9

10

reserve the right to cause the Effective Date to occur notwithstanding the pendency

of an appeal of the Confirmation Order, under circumstances that would moot such

appeal,

(c) No request for revocation of the Confirmation Order under Section

1144 of the Bankruptcy Code has been made, or, if made, remains pending, and

(d) The Exit Financing is ready to close and all conditions to the Exit

Financing have been satisfied so that on the Effective Date sufficient funds are

available to make payments to holders of Allowed Claims required to be paid

under the Plan on the Effective Date.

5.2 Waiver of Conditions and Notice of Effective Date, The conditions to the

22 disclose in the Disclosure Statement the name of the Liquidating Trustee. The Bankruptcy

s Court will approve the appointment in the Confirmation Order. On the Effective Date, the

11 Effective Date may be waived in whole or in part by the Plan Proponent in writing at any

12 I time without notice, or by an order of the Bankruptcy Court, or any further action other

13 Man proceeding to Conf irmation and consummation of  the Plan. When al l  of  the

14 Conditions to Effectiveness have been completed or waived, the Plan Proponent shall file

15 wi th the Ba uptcy Court and serve upon al l  Creditors and potential  holders of

16 Administrative Claims known to Plan Proponent (whether or not disputed), a Notice of

17 s Effective Date of Plan. The Notice of Effective Date of Plan shall include notice of the

18 Administrative Claim Bar Date.

19 ARTICLE vi

20 LIQUIDATING TRUST AND TRUSTEE

6.1 Appointment of Liquidating Trustee. The Plan Proponent will select and

Liquidating Trustee will be authorized to administer the Liquidating Trust and to take all

25 necessary actions on behalf of the Liquidating Trust in accordance with the Plan and the

26 Liquidating Trust Agreement.

23 i|
!
!
!

24 ;|
!
i
!
I
:
|
!
I

;
i
!
!
i
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2
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5

6

6.2 Establishment of Liquidating Trust. Pursuant to Bankruptcy Code

sections 1123(a)(5)(B), 1123(b)(3)(B), 1141 and 1145 of the Bankruptcy Code, the

Confirmation Order shall approve the Liquidating Trust Agreement, the establishment of

the Liquidating Trust, the appointment of the Liquidating Trustee, and the issuance of the

beneficial interests and shall authorize and direct the Debtor and the Plan Proponent to

take all actions necessary to consummate the terms of the Liquidating Trust Agreement

7 . and to establish the Liquidating Trust, including the transfer of the Non-Loan Assets to

8 ; the Liquidating Trust and the issuance of the new stock in the Reorganized Debtor to the

9 Liquidating Trust. The Liquidating Trust shall be deemed established, and the

10 Liquidating Trustee shall be deemed appointed, as of the Effective Date. The Liquidating

l l Trust shall be created and administered solely to implement the Plan. From the Effective

12 Date, the Liquidating Trustee shall be a representative of the Estate, pursuant to

13 Bankruptcy Code Section 1123, appointed for the purposes of, among other things,

14 i pursuing the Avoidance Actions and Causes of Action on behalf of the Debtor's Estate.

15

i

In furtherance of that objective, the Liquidating Trustee shall have the rights of a trustee

16 8 appointed under Bankruptcy Code Section 1106 as it relates to the Non-Loan Assets. The

17 I Liquidating Trust shall have the full power and authon'ty, either in its name or the

18 5 Debtor's name, to commence, prosecute, settle and abandon any action related to the

19 ! Avoidance Actions and Causes of Action and/or object to Claims. The Liquidating Trust

20 5 shall be authorized to retain professionals (which may include Professional Persons), with

i reasonable professional fees, expenses and costs to be paid out of the assets of the21

22

23 g The transfer of the Non-Loan Assets to the

Liquidating Trust.

6.3 Tax Effect of Transfer.

24 5 Liquidating Trust shall be treated for federal income tax purposes and any applicable state

25 or local income franchise or gross receipts tax purposes, and for all purposes of the

as a transfer to creditors to the extent

Fannu4ol=LscRAxc,p.c.
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1

2

creditors are beneficiaries of the Liquidating Trust, followed by a deemed transfer from

the creditors to the Liquidating Trust. The beneficiaries of the Liquidating Trust shall be

treated as the grantors and deemed owners of the Liquidating Trust for federal income tax3

4 purposes and any applicable state or local income, franchise or gross receipt tax purposes,

and it is intended that the Liquidating Trust be classif ied as a liquidating trust under5 1

6 Section 301-7701-4 of the Treasury Regulations, as more particularly described in

7 Revenue Procedure 94-45, 1994-2 C.B. 684. The Liquidating Trustee and the

8 ; beneficiaries of the Liquidating Trust shall value the assets of the Liquidating Trust on a

9 3 consistent basis and use such valuation for all federal and state tax purposes.

10 6.4 Funding of Trust. After payment of the Exit Financing, Secured Claims

11 related to the Non-Loan Assets, and the operating expenses, the net proceeds of the sale or

refinancing of any Non-Loan Assets whether retained in the Reorganized Debtor's name12

|

|
i
|

13 or in the Liquidating Trust shall be placed by the Liquidating Trustee in the Liquidation

14 Fund and any recoveries Nom the Avoidance Actions and Causes of Action shall be

15 : placed by the Liquidating Trustee in the Liquidation Fund for payment of the beneficiaries

16 as provided by the Plan.

17 : 6.5

18 9

i

19

20

21

Power of  Trustee and Board Approval. Al l  transfers of  the Non-Loan

Assets, including the execution of all contracts of sale, deeds, and other documents

necessary to effectuate the Plan and to make payments under the Plan, shall be made by

the Liquidating Trustee, on behalf of the Liquidating Trust and in accordance with the

Liquidating Trust Agreement. Subject to the approval of the Trust Board, the Liquidating

22

23

24

25

26

Trustee shall have and be granted the power and authority to list and/or market the Non-

Loan Assets for sale (at such prices and for such amounts as determined by the

Liquidating Trustee), and refinance the Non-Loan Assets, and the Liquidating Trustee

shall also have the power and authority to execute any and all documents (including

contracts, deeds, and other documents) necessary to effectuate the Plan, refinance, sell or

FENNEMORECRAIG, P.C.
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1

2

3

4

5

6

7

8

convey title to the Non-Loan Assets, without the need of further order of the Bankruptcy

Court, to enter into the Exit Financing, to prosecute, settle or abandon Avoidance Actions,

Causes of Action and object to Claims and Administrative Claims for Professional Fees.

All actions, whether listed above or not, of the Liquidating Trustee shall be subject to the

approval of the Trust Board as set forth in the Liquidating Trust Agreement. In the

discharge of its duties, the Liquidating Trustee shall regularly meet with the Trust Board.

In the event that the Trust Board and Liquidating Trustee do not agree on any action or

items of business, the Trust Board shall have f inal authority and decision malting

9 responsibility and its decision shall govern.

10 6.6 Transfer of Non-Loan Assets. Immediately upon the Effective Date, the

l l Liquidating Trustee shall receive control of all of the Debtor's rights, title and 'interest in

12 the Non-Loan Assets, free and clear of all Claims, liens, encumbrances and other interests,
l
I

13 but subject to the continuing lien of certain Secured Claims or Mechanics Liens, as

14 provided in the Plan. The Liquidating Trust shall be granted and shall have exclusive

15 control and possession of the Non-Loan Assets, and the Debtor (and its directors, officers,

thereafter as is practical (without further hearing or Order of the Bankruptcy Court)

! peaceably tum over exclusive possession of the Non-Loan Assets to the Liquidating Trust,

19 including all books and records related to the Non-Loan Assets and claims. The

20 ! Liquidating Trust shall obtain such possession on the Effective Date for the sole purpose

16 8 employees, shareholders and agents) shall, on the Effective Date, or immediately

17 !

18

21 i of effectuating and/or consummating the Plan. The Liquidating Trust shall be established

22 ; for the sole purpose of liquidating the Non-Loan Assets, including prosecuting, settling or

23 abandoning the Avoidance Actions and Causes of Action, and making disbursements from

24 the Liquidation Fund for payment of Allowed Claims in accordance with the terms of the

25 Plan.

26
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1 6.7 Duration of Trust. The Liquidating Trust shall not have a term greater

2 than five years from its date of creation, unless extended from time to time pursuant to the

3 1 terms of the Liquidating Trust Agreement, with the approval of the Bankruptcy Court,

4 solely to implement the Plan. At least twice a year, but only if sufficient funds exist and

5 = only if permitted by the Other terms of die Plan and die Liquidating Trust Agreement and

6 . with Trust Board approval, the Liquidating Trustee shall distribute the net income of the

7 i Liquidating Trust plus all net proceeds and recoveries from the Non-Loan Assets to the

8 ; Class lIe through NG General Unsecured Claims in accordance with the terms of the

9 =

11

13

reserves

15

6.8

Plan, provided, however, that the Liquidating Trustee may retain a sufficient amount of

10 5 net income and net proceeds in the Liquidating Trust that the Liquidating Trustee

necessary to maintain the value of the Non-Loan Assets, and to pay the costs and expenses

12 . of the Liquidating Trust, including compensation to the Liquidating Trustee and his or her

professionals, and the costs and expenses of the Trust Board and its professionals. The

14 i Liquidating Trust shall be conservative in establishing and prior to any

distribution shall estimate the amount of the Class alA through NG General Unsecured

16 3 Claims and establish sufficient reserve amounts needed to protect the Investor Damage

17 Claims for the MP Funds and the Pass-Through Investors and for RBLLC's Claim, which

18 are likely to be contingent and unliquidated for a period of time.

19 8 Trust Board. On the Effective Date, the Trust Board will initially be

established and will be comprised of one representative selected by the Revolving

21 Opportunity Investors, one selected by RBLLC, and three selected by the Investors

Committee. In the event RBLLC or the Revolving Opportunity Investors do not select a

20

24 those slots from the Investors. The Confirmation Order shall confirm and appoint the five-

25 E person Trust Board. The Trust Board members' names will be disclosed in the Disclosure

22

23 Trust Board member, then the Plan Proponent will select a Trust Board member to fill

26 Statement. After the Effective Date, in the event of any vacancy on the Trust Board, the

FENNEMORISCRAIG. P.C.
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1 ; remaining members shall fill the vacancy with a Person who is a beneficiary under the

2 Q Liquidating Trust arid who is a representative of the constituency group represented by the

3 prior member. All actions to be taken by the Liquidating Trustee with respect to the

4 assets of the Liquidating Trust, including distributions to beneficiaries, the refinancing,

5 sale or abandonment of the Non-Loan Assets, the prosecution, compromise, settlement, or

6 : abandonment of any Estate Claim, or the prosecution, compromise, settlement, or

7 abandonment of any objection to Claim, shall require Trust Board approval.

8 6.9 Retention of Trust Board Professionals. The Trust Board may retain and

9 i compensate professionals (which may include Professional Persons) to assist the Trust

10 = Board in performing its duties and obligations under the Plan and the Liquidating Trust

l l Agreement, on such terms as the Trust Board deems appropriate at die expense of the

12 Liquidating Trust, without Bankruptcy Court approval. Members of the Trust Board shall

13 be entitled to the reimbursement of reasonable expenses incurred in performing their

14 3 duties and compensation from the Liquidating Trust and shall be compensated $6,000 a

15 year by the Liquidating Trust for their time and service as a Trust Board Member.

16 l 6.10 Expenses Incurred on or After the Effective Date. The amount of` any

17 reasonable fees and expenses incurred by the Liquidating Trust or the Trust Board on or

18 | after the Effective Date (including, without limitation, reasonable attorney and other

19 1 professional fees and expenses) shall be paid from funds held in the Liquidating Trust.

20 The Liquidating Trustee shall receive compensation as set forth in the Liquidating Trust

21 Agreement for services rendered and expenses incurred on behalf of the Liquidating Trust

22 and in carrying out his or her duties pursuant to the Plan, which compensation shall be

23 subject to Trust Board review and approval.

24 E 6.11 No Liability of the Trust Board and its Members. To the maximum

25 1 extent permitted by law, the Trust Board and its members, representatives, or

26 professionals employed or retained by the Trust Board shall not have or incur liability to

Il|!

1

|
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any Person for an act taken or omission made in good faith in connection with or related

to any action taken or omitted by it pursuant to the discretion, power and authority

conferred to it by the Plan, the Confirmation Order or the Liquidating Trust Agreement.

6.12 Cooperation Agreement. The benef iciaries have not assigned their

individual, independent, direct or personal claims against third parties to the Liquidating

6 Trust and may pursue such claims or causes of action directly against such third parties.

7 However, the Liquidating Trustee and the Trust Board may in their discretion enter into

8

9

10

cooperation agreements with beneficiaries and otherwise coordinate with, assist, pursue,

enter into agreements with, participate, associate with, and otherwise join in such actions

and efforts by beneficiaries, whether pursuant to a class action or individual actions or

11

12

proceedings, against common targets or potentially responsible parties, as deemed

reasonable by the Trust Board so as to maximize the recovery for the Liquidating Trust of

14 5 to advance costs or funds in such common efforts in such joint or cooperative actions or

13 its Avoidance Actions and Causes of Action. The Trust Board in its discretion may agree

15 proceedings subject to reimbursement and reallocation upon collection or settlement.

16 6.13 Compliance With Tax Requirements. In connection with the Plan, the

17 E

18 Il

Liquidating Trustee shall  comply with al l  withholding and reporting requirements

imposed by federal state, local and foreign taxing authorities and all distributions

20

19 hereunder shall be subject to such withholding and reporting requirements.

ARTICLE V11

21 DISTRIBUTIONS AND CLAIMS OBJECTIONS

7.122 General Payment Procedures. Classes will receive distributions under the

Plan in accordance with the priorities of their respective Claims and Classes stated in the23

24 Plan. Except as otherwise provided in the Plan, no Class will receive any distribution

25 under the Plan unless there are funds remaining after application of the funds to, and full

26 payment of, all other Claims entitled to prior distribution under the Plan. If the Allowed

FENNBMORE Clerc, P.C.
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17

18

19

20

21

i
i

.
|

22

23

24

I
!

:
25 a

26 i

Claims in any Class exceed the funds available for distribution to that Class, then each

Allowed Claim in that Class will be paid or satisfied Pro Rata.

7.2 Limitation on De Minims Payments. No distributions will be made of

less than $50 to any claimant, unless it is the final distribution to such claimant. If a

distribution is not made due to the provisions of this paragraph, then the Claim (so long as

it is an Allowed Claim) will remain eligible for distributions if any subsequent distribution

is made, subject to the provisions of this paragraph.

7.3 Disputed Claims and Claims Objections.

(a) Objections. An objection to the allowance of a Claim or Interest not

otherwise approved in the Plan shall be in writing and shall be f i led with the

Bankruptcy Court by the Liquidating Trust at any time on or before the later of (i)

one hundred and twenty (120) days after the Effective Date, or (ii) such other time

period as may be f ixed by the Bankruptcy Court. Any such objection must be

served upon the holder of the Claim or Interest to which an objection is filed. Any

objection that is not timely filed in accordance with this paragraph shall be barred.

The Liquidating Trust shall have the right, power and authority to investigate and,

if necessary, object to Claims and Interests within the time deadline, and will

prosecute, settle, compromise, or otherwise resolve objections to Claims or

Interests. Both the Liquidating Trust and the ML Manager LLC shall have the

right, power and authority to object to Administrative Claims for Professional Fees.

(b) Settlement of Claims. Settlement by the Liquidating Trust of  any

objection to any Claim shall be permitted on the eleventh (11th) day after notice of

the settlement has been filed with the Court and provided by the Liquidating Trust

to the objector, die claimant, and all persons specifically requesting such notice

following confirmation of the Plan. If  on or before the objection deadline no

written objection to the proposed settlement is tiled with the Court, such settlement

FENNEMORE crwo, P.C.
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1 shall be deemed approved without further order of the Court. After the Effective

2 d Date, only the Liquidating Trust shall have authority to settle Claims on behalf of

3 the Estate, except for Administrative Claims for Professional Fees which may be

4 3 settled only upon the mutual agreement of the Liquidating Trust and the ML

5 Manager LLC with the Administrative Claimant. If  a written objection to the

6 3 proposed settlement is filed before the objection deadline, the settlement must be

7 i approved by the Court upon motion to the Court for approval of the settlement and

8 following notice to the objecting party. Any objection to a proposed settlement

9 5 that is filed after the objection deadline shall be barred and shall not be considered.

10 ; (c) Disputed Payments. If any dispute arises as to the identity of a holder of

l l  I an Allowed Claim or an Allowed Interest who is to receive any distribution, the

12 5 Liquidating Trustee may, in lieu of malting such distribution to such person, make

13 such distribution into an escrow account until the disposition thereof shall be

14 determined by the Bankruptcy Court or by written agreement among the interested

15 parties to such dispute.

16 9 7.4 Amendment of Claims. A Claim may be amended prior to the Effective

17 E Date only as agreed upon by die Plan Proponent and the holder of such Claim or as

18 otherwise permitted by the Bankruptcy Court and Bankruptcy Rules. After the Effective

19 : Date, a Claim may be amended to decrease, but not to increase, the amount thereof.

7.5 Full and Final Satisfaction. All payments and distributions under the Plan

shall be in full and final satisfaction, settlement, release and discharge of all Claims and

20 ;
21
22 Interests.

23
24

25 .

26

ARTICLE am

TREATMENT OF EXECUTORY CONTRACTS AND LEASES

On the Confirmation Date (but subject to the occurrence of the Effective Date), the

Debtor shall be deemed to have rejected, in accordance with §§365 and 1123 of the

FEnm=.molu1 Cn/uG, P.C.

PHDENIX

50

RAD00158



llllll\l\HI\ la l l l

1

2

3

4

5

6

7

8

Bankruptcy Code, any and all Executory Contracts to which either of the Debtor is a

party, except those which: (a) prior to the Confirmation Date shall have been assumed

(pursuant to the terms of this Plan or otherwise), or (b) at the Confirmation Date are the

subject of pending motions to assume or are included on a list of assumed contracts and

leases to be delivered to the Bankruptcy Court at or before the hearing on the confirmation

of the Plan. The Agreements and Contracts between the Debtor and Investors shall not

be deemed to be Executory Contracts but will be handled pursuant to Section 4.11 of the

Plan.

9

i

All proofs of claim with respect to Claims arising from the rejection under the Plan

10 of Executory Contracts, if any, must be filed with the Bankruptcy Court within the earlier

11 of the date thirty (30) days after the date of entry of an order authorizing such rejection or

12 the Effective Date. Any such Claims that are not filed within such time shall be forever

13 barred. Unless otherwise provided by the Bankruptcy Court, all claims arising from the

14 rejection of Executory Contracts shall be resolved by the Bankruptcy Court.

15 ARTICLE IX

16 RETENTION OF JURISDICTION

9.1 Jurisdiction of Bankruptcy Court. After the Effective Date, the

18 Bankruptcy Court shall retain jurisdiction of the Chapter 11 Case pursuant to and for the

19 purposes of §§l05(a) and 1127 of the Bankruptcy Code and for the following purposes,

20

17

! among others:

21 |

22

23 .
I

24

26

25 i
I

E
a

(a) To consider any modification of the Plan under § 1127 of the

Bankruptcy Code;

(b) To determine any and all objections to the allowance of Claims

and/or Interests ,

(c) To detennine any and all fee requests of Professional Persons made

pursuant to §§ 330 and 503(b) of the Bankruptcy Code,

FeNNEMOaECU/UG, P.C.
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1

2

3

4

5

6

7

(d) To determine any and all applications pending on the Confirmation

Date for the rejection and disaffirrnance or assumption or assignment of Executory

Contracts, and the allowance of Claims resulting there&om,

(e) To determine all controversies and disputes arising under, or in

connection with, the Plan and all agreements or releases referred to in the Plan, and

any disputes regarding the administration of the Estate by the Liquidating Trustee,

(f) To determine any and all applications, contested matters or adversary

8

9

proceedings pending on the Confirmation Date or filed thereafter seeldng to

adjudicate the relative interests and priorities in and to property of the Debtor's

10 Estate or otherwise,

11 To effectuate payments under, and performance of, the provisions of

12

13 g

14 8

(8)
the Plan;

(h)

be provided for in the Confirmation Order,

To determine such odder matters and for such other purposes as may

15 To determine all Avoidance Actions and Causes of Action brought
E
i16

17

18

(i)

by the Liquidating Trust;

G)
the Investors, RBLLC and the Loan LLCs, and

(k) To enter an appropriate final decree in the Chapter 11 Case.

To determine the Borrowers' Claims against the Debtor, the Estate,

19
:
g

20 9.2 Appeals. In the event of an appeal of the Confirmation Order or any other

land of review or challenge to the Confirmation Order, and provided that no stay of the

22 effectiveness of the Confirmation Order has been entered, the Bankruptcy Court will

21

23 retain jurisdiction to implement and enforce the Confirmation Order and the Plan

24 according to their terms, including, but not limited to, jurisdiction to enter such Orders

25 regarding the Plan or the performance thereof to implement the Plan.

i
1

;

26
FENNEMOFLE CRA1G, P.C.
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1 ARTICLE X

2 EFFECT OF CONFIRMATION AND INJUNCTION AND

3 MISCELLANEOUS PROVISIONS

4 j 10.1 Injunction and Exculpation. The Plan provides that, except as may be

5 5 specifically provided otherwise in the Confirmation Order or in the Plan, the rights

6 afforded under the Plan and the treatment of Claims and Interests under the Plan shall be

|

10

14

7 in exchange for and 'm complete satisfaction and release of all Claims and termination of

8 all Claims and Interests, including all principal and any interest accrued on Claims from

9 f the Order for Relief Date. No former or current officer, director or employee or agent,

attorney, accountant, affiliate or Insider of Debtor is released from or indemnified for any

l l liability for any actions or omissions prior to the Effective Date.

12 = Confirmation of the Plan shall (a) impact and bind all claims or other debts,

13 liabilities or obligations of every land and nature that arose in whole or in part before the

Effective Date, and all debts of the kind specified in Bankruptcy Code § 502(g), (h) or (i),

15 whether or not a proof of Claim based on such debt is filed or deemed filed pursuant to

16 Bankruptcy Code § 501, a Claim based on such debt is allowed pursuant to Bankruptcy

; Code § 502 of the Bankruptcy Code, or the holder of a Claim based on such debt has

18 i accepted the Plan, and (b) terminate all Interests and other rights of holders of Interests.

17

19 The Confinnation Order shall permanently enjoin all persons from taking any actions

20 E against the Estate to enforce or collect any Claim or Interest unless provided for in the

21

22

Plan.

In addition, pursuant to the Plan, the Plan Proponent, the Investors Committee and

23 i any of their respective officers, directors, employees, members, counsel, accountants.,

24 consultants, other approved professionals, or agents shall not have or incur any liability,

25 except for liability based upon willful misconduct, to a holder of a Claim or Interest for

26 any act or omission in connection with, or arising out of, the pursuit of confirmation of the

53
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1

2

3

4

5

6

7

8

9

10

11

12

13

Plan, the consummation of the Plan, the administration of the Plan, the administration of

the Estate, the issuance of the membership interests in the Loan LLCs or the beneficial

interests in the Liquidating Trust, or the distribution of property under the Plan, and in all

respects shall be entitled to rely upon the advice of counsel with respect to their duties and

responsibilities under the Plan.

10.2 Binding Ef fect of  Plan. The provisions of this Plan and the attached

Agreements shall bind the Debtor, the Reorganized Debtor, the Liquidating Trust, the

Committees, RBLLC, Borrowers, Creditors, and any Equity Holder, and shall bind any

Person asserting a Claim against the Debtor or an Equity Interest in the Debtor, whether or

not the Claim or interest arose before or after the Petition Date or the Effective Date,

whether or not the Claim or Interest Is impaired, and whether or not such Person has

accepted the Plan. Except as provided for in the Pian, die Non Loan Assets of the Debtor

vest in the Liquidating Trust and the Loan Assets of the Debtor vest in RBLLC free and

14 clear of liens, Claims and encumbrances and Equity Interests.

15 10.3 Channel ing of  Claims. The rights af forded under the Plan and the

16 | treatment of all Claims and Interests (including post-Effective Date Claims) as provided

17 for in the Plan shall be the sole and exclusive remedy on account of all Claims and Equity

18 Interests (including post-Effective Date Claims) of any nature whatsoever against the

19 Debtor, the Reorganized Debtor, the Liquidating Trust, the ML Loans, and the Investors.

20

21

Any and all claims or causes of action asserted against such parties arising out of or

related to the Plan, the Reorganized Debtor, Investors, or the Liquidating Trust or the

22 Committees shall be commenced only in the Bankruptcy Court.

23 5 Modification And Amendment of Exhibits, Schedules And Appendices.,

24 The Plan Proponent may modify or amend the terms of any document or agreement that is

i

s

|

10.4

25 an exhibit, schedule or appendix to the Plan without the need for re-solicitation of votes

26 with respect to the Plan, provided, however, that such modification or amendment does

Fa~rnEmozua clzAxG, P.C.
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1

3

4 10.5

5

6

7

8

9

10

11

12

13

14

;

i

15

16

17

not materially adversely affect the rights of any Person provided in the Plan and, provided

further, however, that prior notice of such modification or amendment shall be served in

accordance with the Bankruptcy Rules or an order of the Bankruptcy Court.

Exemption f rom Transfer Taxes. Pursuant to 11 U.S.C. §ll46(a), the

issuance, transfer, exchange of notes or equity securities under the Plan, the creation of

any mortgage, deed of trust or other security interest, the making or assignment of any

lease or sub-lease or the malting or delivery of any deed or other instrument of transfer

under, in furtherance Of, or in connection with the Plan, including any deeds, bills of sale

or assignment executed in connection with any of the transactions contemplated under the

Plan shall not be subject to any stamp, real estate transfer, speculative builder, transaction

privilege, mortgage recording or other similar tax.

10.6 Exemptions f rom Securi t ies Laws Registrat ion and Considerat ions.

Section ll45(a)(1) of the Bankruptcy Code exempts the offer and sale of securities under

a plan of reorganization from registration under section 5 of the Securities Act and state

laws if three principal requirements are satisfied: (i) the securities must be offered and

sold under a plan of reorganization and must be securities of the debtor, of an affiliate

participating in a joint plan with the debtor, or of a successor to the debtor under the plan,

20

22

18 a (ii) the recipients of the securities must hold Claims against or interests in the debtor, and

19 E (i i i) the securities must be issued in exchange (or principally in exchange) for the

recipient's Claims against or interests 'm the debtor. The membership interests in the Loan

21 LLCs offered and sold Linder the Plan are not freely traceable. Restrictions on transfers

apply and recipients of the membership interests in the Loan LLCs should review Section

23 8 of the Loan LLCs operating agreement which is attached to the Disclosure Statement as

24 Exhibit K. The Plan Proponent believes and asserts that the offer and sale of interests in

25 the Loan LLCs and the issuance of the beneficial interests in the Liquidating Trust under

the Plan satisfy the requirements of Section ll45(a)(l) of the Bankruptcy Code and the26

Fln4nEMov.EclzAIG, P,C.
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2

3

4

5

6

7

8

!

membership interests in the Loan LLCs and the beneficial interests in the Liquidating

Trust are, therefore, exempt from registration under the Securities Act and state securities

laws. As an alternative, the Plan Proponent has also provided a simpler structure that does

not involve the Loan LLCs but only involves die ML Manager LLC as set fords in Section

4.14 above. Similar restrictions .on transfers apply to such alternate ML Manager LLC

structure. See Exhibit M to the Disclosure Statement for the alternate structure which the

Plan Proponent asserts and believes also satisfies the requirements of Section l 145(a) and

are therefore exempt from registration under the Securities Act and state securities laws.

The Plan Proponent expresses no view as to whether any particular person

receiving a membership interest in a Loan LLC or the ML Manager alternate structure

under the Plan would be an "underwriter" with respect to such membership interest in a

Loan LLC or the ML Manager. The Plan Proponent recommends that potential recipients

of the membership interests in the Loan LLCs or the ML Manager consult their own

9

10

11

12

13

14

15

16

17

18

19

20

21 Q propose amendments to or modifications of the Plan at any time prior to confinnation of

22 3 the Plan with the leave of the Bankruptcy Court or as permitted by the Bankruptcy Code

counsel concerning whether they may transfer their interests.

10.7 Governing Law. Except to the extent the Bankruptcy Code or Bankruptcy

Rules are applicable, the rights and obligations arising under the Plan shall be governed

by and construed and enforced in accordance with the laws of the State of Arizona.

10.8 Headings. The headings of the Articles, Sections and subsections of the

Plan are inserted for convenience only and shall not affect the interpretation of the Plan.

10.9 The Plan Proponent mayAmendment and Modification of the Plan.

23 3 or Bankruptcy Rules. After confirmation of the Plan, the Plan Proponent may amend or

24 modify the Plan, with the approval of the Bankruptcy Court, so long as it does not

25 materially or adversely affect the interests of Creditors or other parties in interest as set

26 forth herein, to remedy any defect or omission or to reconcile any inconsistencies in the

FENNEMQRECRAIG, P.C. i
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Plan or in the Confirmation Order, in such a manner as may be necessary to carry out the

purposes and intent of the Plan.

10.10 Withdrawal of Plan. The Plan may be withdrawn or revoked prior to the

entry of the Confirmation Order at the exclusive election of the Plan Proponent.

10.11 Binding Effect. The Plan shall be binding upon, and shall inure to the

benefit of the Debtor, its Creditors, the holders of Interests, and its successors and assigns.

10.12 Quarterly Fees. The quarterly fees required by 28 U.S.C. § l930(a)(6) will

be paid by the Liquidating Trust to, and reports will be filed with, the Office of the United

States Trustee Lentil application is made for entry of a final decree. Application for a final

decree can be made when the Plan has been fully administered, which for purposes of the

Plan shall mean when die Plan has been substantially cons ented, as that term is

defined in § 1101(2) of the Bankruptcy Code.
DATED: March 12, 2009.

The Official Committee of Investors

I

By is/ Joseph L. Baldino
Printed Name Joseph L. Baldino
Title: Member of Official Committee of Investors

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Prepared and submitted by:
FENNEMORE CRAIG, P.C.

21 :
22
23
24 .
25
26

20 .  By : /s/ Cathy L. Reece (005932)
Attorneys for the Official Committee of Investors

| 21790982
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Exhibit 1 to Investors Committee's First Amended Plan of
Reorganization Dated March 12. 2009 Regarding Causes of Action and
Avoidance Actions and Targets

and
Exhibit E to Investors Committee's Amended Disclosure

Statement

This Exhibit 1 (which is incorporated into Section 4.3 of the Plan and into certain
definitions in the Plan) and Exhibit E to the Amended Disclosure Statement (collectively
the "Exhibit") are non-exclusive lists and attempt to identify certain Persons against
whom the Debtor, may have Causes of Action or Avoidance Actions, but against whom
the Debtor has or has not commenced legal proceedings because the Causes of Action
Avoidance Actions with respect to such Persons are not fully developed either factually
or legally. Investigations concerning potentially responsible parties are ongoing, and
additional Persons and Causes of Action and Avoidance Actions may be identified in the
future, as facts are developed. This Exhibit is therefore not a complete list of all Causes
of Action and Avoidance Actions that the Debtor may have. Accordingly, no Person may
rely on the fact that the Plan, Disclosure Statement and accompanying exhibits and
schedules do not identify a particular Person, Avoidance Action or Cause of Action, and
the fact that such particular Person Avoidance Action or Cause of Action is not identified
in the Plan, Disclosure Statement and the accompanying exhibits or schedules does not
constitute a waiver of any Avoidance Action or Cause of Action by the Debtor or the
Liquidating Trust or the ML Manager LLC or the Loan LLCs or the holders of fractional
interests in the ML Loan Documents, ML Notes and ML Deeds of Trus't. The Debtor for
itself and for the benefit of the Liquidating Trust, the ML Manager LLC, die Loan LLCs
or the holders of fractional interests in the ML Loan Documents, ML Notes and ML
Deeds of Trust expressly reserve and retain all Avoidance Actions and Causes of Action.

a

Further, any and all rights, claims, causes of action, counterclaims, offsets, recoupment,
defenses, demands and other legal rights, power and authority which relate to the ML
Notes, ML Deeds of Trust and the ML Loan Documents owned in Hactional interests by
the Debtor, the Investors or die MP Funds, shall be owned by the owners and holders of
the ML Loan Documents, ML Notes and ML Deeds of Trust and shall not be transferred
to the Liquidation Trust. For example, ate legal right to pursue an enforcement action on
the promissory note on a project or on the guaranty on a loan or to pursue the foreclosure
on the collateral shall continue to be the sole right of the holders of the note and shall not
be transferred to the Liquidation Trust, but to the ML Manager LLC, the Loan LLCs or
the Investors who continue to own fractional interests in the ML Loan Documents, ML
Notes and ML Deeds of Trust.

The Debtor, and therefore the Liq\.uldating Trust, or the ML Manager or Loan LLCs or the
holders of fractional interests in the ML Loan Docmnents, ML Notes and ML Deeds of
Trust, may have Causes of Action or Avoidance Actions, including but not limited to,
under state, federal or local law, for such theories as breach of contract, breach of
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fiduciary duty, breach of agency, breach of duty of loyalty, breach of duty of good faith
and fair dealing, breach of trust, malpractice, negligence, negligent or intentional
misrepresentation, fraud, conversion, unjust enrichment, violations of securities laws,
conspiracy to defraud or violate securities laws, fraudulent schemes or practices, deceit or
manipulation in fiduciary capacity or in connection with sales of securities, fraudulent
transfer, aiding and abetting the breach of a fiduciary duty, aiding and abetting 'fraudulent
practices, schemes, devices or other tort liability, aiding and abetting fraud, negligence or
violation of securities laws by churning, failure to supervise or monitor the account,
unsuitability of investment or risk, or failure to supervise the representative, broker or
agent, violation of the anti money laundering laws or suspicious activities laws or aiding
or abetting such violations, violating securities laws or aiding or abetting such violations,
operation or facilitation of an illegal scheme or aiding or abetting such scheme, securities
fraud in violation of ARS Section 44-1991, control person liability under ARS Section
44-1999, common law Naur and professional negligence, against any and all Person,
including the following Persons, their predecessors, successors, assigns and affiliated
parties or entities, officers, directors, employees, brokers, representatives and agents:

i
z

E
I

I

Mortgages Ltd. Commercial Capital, LLC
Mortgages Ltd. Insurance LLC
Mortgages Ltd. Investments, LLC
Mortgages Ltd. Securities, LLC
Mortgages Ltd. Title Agency, LLC
SM Revocable Trust dated 12/22/1994
SM Coles LLC
Scott Coles Probate estate
Chicago Title Insurance Company
Fidelity National Title Insurance Company
LandAmerica/Lawyers Title Insurance Company
First American Title Insurance Company
Thomas Tide and Escrow
Security Title Agency
Magnus Tide Agency
Camelback Title
Radical Bunny LLC
Hirsch & Shah CPAs LLC
Tom Hirsch
Tom Hirsch & Co.
Hirsch Shah
Irwin Union Bank
Irwin Bank & Trust
Mayer Hofiiman McCann, P.C.
Greenberg Traurig, LLP
Stinson Morrison Hecker, LLP
Zwillinger, Georgelos and Greek, P.C.
Arizona Bank & Trust

I

Z
2 i

I
!

1
1

i
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Mid First Bank
Stratera Portofolio Advisors
Artemis Realty Capital
Robert Kant
John Clemency
Chuck Lane
Jennings Strouss & Salmon
MCA Financial Group Ltd.
Barry Monheit
Christine Zahedi
Michael Denning
Todd Brown
Jeffrey A. Newman
James J. Cordello
R. Alan Zeigler
Richard M. Feldheirn
George E. Everette
Christopher J. Olson
Nechelle E. Winner
Eva Yang
Joseph Lee
James Kaplan
Ashla Kinnarnan
Ryan Walter
Veronica Sas
Lama Martini
Philip J. Sollomi, Jr.
Ann H. Flaherty
Neal Chummy
Robert Gibney
Deborah A. Waitkus
Robert Furst
Value-to-Loan Opportunity Fund 1, LLC
MP022000 LLC
MP102000 LLC
MP052001 LLC
MP012002 LLC
MP092004 LLC
MP062003 LLC
MP032004 LLC
MP052005 LLC
Westchester Fire Insurance Co.
Lloyd's of London Underwriters
Associated International Insurance Co.
Colonial Surety
Mortgages Ltd. 401k Plan

i

i

3
i
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Cooley Enterprises LLC
Mark D. Svejda
Gust Rosenfeld PLC
Kirk A. McCarville PC
Francine Coles and her trusts and affiliates
FMC Revocable Trust
Ashley Coles and her trusts and affiliates
Abacus Project Management Inc.
Robert Porter Construction Co.
Michael Peloquin
Zacher Corporation
Mummy 8, LLC
Southwest Value Partners
Mortgages Ltd. Defined Benefit Plan
FTI Consulting
Ken Loss

David Dewar
Tempe Land Company
Engelrnan Berger
Thomas Law Firm PC
Fleet Fisher Engineering Inc.
Deutsche Bank
Alliance Bank
M&I  Bank
4455 CAM-PAC LLC
Secured Capital Management Co. LLC
St Paul Travelers
Raymond Chess law firm
Diesta IGesling
Sheila Tourney
Manny Aler any
Sam Tang
Bobby Barnes
Jake Grover
Jeff Brandon
Chris Welsch
Lyons Valuation
Dave Lyons
Joseph J. Blake & Associates
Davis Valuation Group
Appraisal Solutions kc.
Montandon Farley RE-AD Group Inc.
CB Richard Ellis
Tim Love
Cl1shII]811 Wakefield
Carolyn Gold.man

4
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All the parties listed in the Debtor's Schedules of Assets and Liabilities and Statement of
Affairs, including, but not limited to, Exhibit 3 to the Statement of Affairs.

In addition the ML Manager LLC or the Loan LLCs or the Investors which hold
Eactionad interests in ML Loan Documents, ML Notes and ML Deeds of Trust may have
Causes of Actions or Avoidance Actions against the following Borrowers, Guarantors
and related parties'

Panwebster Holdings, LLC
Ganern Esperanza Holdings, LLC
Central Arizona Land Planners, LLC
Jonathan B. Webster
Robert B. Gan em and Nancy Mejia Gan em
Chuck Sorenson and Stephanie E. Sorenson
Jeffrey Lipton and Shelley Lipton
MK Custom Residential Construction , LLC
Michael J. Peloquin and Kay M. Peloquin
4633 E. Van Buren, L.L.C.
GP Properties Carefree Cave Creek, L.L.C.
GP Central Avenue, L.L.C.
Resort Mansions 1, L.L.C.
G.P. McKinley, L.L.C.
McKinley Lofts, L.L.C.
Downtown Community Builders Limited Partnership
Troop Peak Resort Properties Limited Partnership
City Lofts, L.L.C.
Resort Mansions 2, L.L.C.
Metropolitan LoB;s, LLC
Lyon's Valuation Service
GP Second Street, L.L.C.
Community Builders, L.L.C.
Norther 120, L.L.C.
Citrus 278, L.L.C.
Stephen A. Kohler and Patricia L. Kohler
SAK Family Limited Partnership
SAK Investments, L.L.C.
Peoria 145, L.L.C.
Happy Valley 160, L.L.C.
Peoria 180, L.L.C.
Northern 40 West, L.L.C.
Kohler Properties, L.L.C.
44"' & Camelback, LLC
Vento Investments, LLC
Zeltor, LLC
Jonathon Vento and Lori Vento
Donald Zeleznak & Shirley Zeleznadc

5
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Jonathon J. Vento and Lori Vento, Trustees of the Vento
Family Trust dated April 25, 2003

Donald J. Zeleznak and Shirley A. Zeleznak as Trustees
of the Zeleznak Revocable Trust dated December 6, 2001

44"' & Camelback Investors, LLC
44'" & Camelback Holdings, LLC
Z-Don, Inc.
RJZ Associates L.L.C.
Ryan Zelemnak
Grace Monroe, LLC
Osborn Condominiums, LLC
Osborn Lofts Investors, LLC
70"' Street Investors, LLC
70"' S11°eet Holdings, LLC
Osborn III Partners, LLC
Portales Place Property, LLC
Portales Place Developers, LLC
Portales Lofts, LLC
Central & Monroe, LLC
70"' Street Property, LLC
ABCDW, L.L.C.
Torrey Pines Development, L.L.C.
Riggs/Queen Creek 480, L.L.C.
Ellsworth Road 160, LLC
Vanderbilt Farms, L.L.C.
Ashton A. Wolfswinkel
Brandon D. Wolfswinkel
Kevin Peterson
Peterson Properties & Management, Inc.
Vintage Farms, L.L.C.
Stone Canyon, L.L.C.
Vistoso PalMers, L.L.C.
Kevin P., L.L.C.
Irvine Land Partners, L.L.C.
Bisontown L.L.C.
Gary L. Martinson
Mirage Homes Communities, L.L.C.
Foothills Plaza W, L.L.C.
Apex Property Solutions, L.L.C.
Douglas A Dragoo and Elizabeth Dragoo
Riverfront Commons, L.L.C.
Cottonwood Parldng, Inc.
GLM Enterprises, L.L.c.
Glen D. Morrison andLaura A. Morrison
Glen D. Morrison and Laura A. Morrison, as

Trustees of the Glen and Laura Morrison Revocable

6
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Living Trust dated April 30, 2003
Robert Gibney and Associates
Arizona Commercial Land Acquisitions I, LLC
Elizabeth May Real Estate, LLC
C Thomas Cummings
Pamela Cummings
All State Associates of Penal XVI, LLC
Turtle Creek Vista Associates, LLC
Chesapeake Mill Associates, LLC
All State Land Advisors. LLC
ASL Advisors, Inc.
Turtle Creek Vista Group, Inc.
Chesapeake Mill Group, Inc.
All State Associates of Pinal IX, LLC
The Zacker Development Company, L.L.C.
Richard C. Zacker II
Kristin C. Zacker
Roosevelt Gateway LLC
Roosevelt Gateway H, LLC
University & Ash, LLC
Charles L. LaMar and Charles AustinLaMar
Kimberly L. LaMar
The LaMar Family trustU/a/d December 9, 2005
John W. Mackey and Annette Mackey
Douala L. Kowallis
Kay N. Kowallis
Justin Charles LaMar
LaMar Holdings, LLC
Kowallis, Mackey & LaMar Southwest Development, LLC
VCB Properties, LLC
Eric Capranica and Julie Capranica
Ecco Holdings, L.L.C.
Mountain View 26, L.L.C.
so;rAc 1, LLC
Dale M. Jenson and Vicki S. Jenson
Bradley N. Yonover and Sarah Yonover
Joseph Pinsonneault and Caylee Pinsonneaudt
Tempe Land Company, LLC
Kenneth Los cf
David C. Dewar
Glaystar Investments, LLC
Kingston Capital Co., LLC
Rodeo Ranch Estates, LLC
Cozy Holdings, LLC
Arthur Duane Cozart and Margie Cozaxt
Bryan M. Moody and Julie R. Moody

7
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Cordey Wolfswinkel
HH20, LLC
HH20 Management, LLC
C.I. Development Group, LLC
C.I. Holdings Group, LLC
Jason Matthew Savell and Kristina Maria Savell
Eric A. Faas and Cheryl M. Faas
Rightpadl Limited Development Group, LLC
Hendon MLB Development, LLC
Banovac Properties, LLC
Rightpath I-Io1dlmgs, LLC
Daniel L. Hendon
Rick L. Burton
Robert C. Banovac
Rick L. Burton, Family Trustee and \RTaymond Rodriquez, Independent

Trustee of the RLB 2006 Irrevocable Trust dated August 10, 2006
Robert C. Banovac, Settlor and Trustee of the Robert Banovac Trust dated March 9, 1998
Flightpath Limited, a Nevada corporation
Rightpath Limited, LLC
Daniel L. Hendon, as Trustee of the Daniel L. Hendon Family Trust

dated February 28, 2006
Glendale Aviation, LLC
Glendale Jet Center, LLC
Maryland Way Partners, LLC
PDG Los Arcos, L.L.C.
Richard Sonja
Molly L. Sodja
National Retail Partners I, LLC
Richard Sonja, Jr. and Molly Sodj a
Trent Scheikopf
Town Lake Development Partners, LLC
Valhalla Development Group, LLC
Tod Decker
Scott L. Wilson
Tiffany Wilson
Michael E. Earl
Sherie L. Earl
Paul D. Winslow
CDIG, L.L.c.
JW Maricopa Holdings, LLC
TCB Property Management, LLC
CGSR, LLC
Chuck Sorenson and Stephanie Sorenson
Michael G. Berliner
Jon Webster
James T. and Linda L. Hurst

I

i
I

i.
I
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GMI Financial Group, Inc.
Tim E. Alder
Darlene Alder
43'd Avenue & Orkney, LLC
S H Land Holdings, LLC
Power 15, LLC
Mclellan 13, LLC
C Randall Suggs

In addition, the Plan Proponent attaches the Debtor's list which it prepared and attached
to its Disclosure Statement and incorporates that list by reference herein.

2175597.2
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Non-Exclusive List of Retained Causes of Action

Except as expressly provided for in Article -_ of the Plan, nothing contained in the
Plan, this Schedule or the Confirmation Order shall be deemed to be a waiver or
relinquishment of any rights or Causes of Action that the Debtor or the
Reorganized Debtor may have or that the Reorganized Debtor may choose to
assert on behalf of its Estate under any provision of the Bankruptcy Code or any
applicable non-banicruptcy law, including, without limitation, (i) any and all
Causes of Action or Claims against any person or entity, to the extent such person
or entity asserts a cross-claim, counterclaim and/or claim for setoff that seeks
affirmative relief against the Debtor, the Reorganized Debtor, its officers, directors
or representatives or (ii) the turnover of any property of the Debtor's Estate.

2. Except as set forth in Article - of mc Plan, nothing contained in the Plan, this
Schedule or the Confirmation Order shall be deemed to be a waiver or
relinquishment of any rights or Causes of Action that the Debtor had prior to the
Petition Date or the Effective Date against or with respect to any Claim left
Unimpaired by the Plan. The Reorganized Debtor shall have, retain, reserve and
be entitled to assert all such rights and Causes of Action as fully as if the Chapter
11 Case had not been commenced, and the Reorganized Debtor's legal and
equitable rights respecting any Claim left unimpaired by the Plan may be asserted
after the Confirmation Date to the same extent as if the Chapter ll Case had not
been commenced. I

3. i
|No preclusion doctrine, including the doctrines of res judicator, collateral estoppal,

issue preclusion, claim preclusion, waiver, estoppal Gudiciad, equitable, or other)
or [aches will apply to the Debtor or the Reorganized Debtor's Claims or Causes
of Action upon or after the Confirmation Date or Effective Date of the Plan based
on the Disclosure Statement, the Plan or the Confirmation Order, except where
such Claims or Causes of Action have been expressly released in the Plan or other
Final Order.

l
i
l
8
3

l

2

3 Notes:

4 1.
5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22 4.
23

24

25

26

Any Entity that has incurred an obligation to the Debtor (whether on account of
services, purchase or sale of goods or otherwise), received services from the
Debtor or a transfer of money or property of the Debtor, transacted business with
the Debtor or leased equipment or property from the Debtor should assume that
such obligation, transfer or transaction may be reviewed by the Debtor or the
Reorganized Debtor, and may, if appropriate, be the subject of an action after the

1
I
i
EE
l

3Z0'I598v1(60069.I)
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Effective Date, whether or not (a) such Entity has filed a proof of Claim against
the Debtor in the Chapter 1.1 Case, (b) such claimant's proof of Claim has been
objected to, (c) such claimant's Claim was included in the Debtor's Schedules or
(d) such claimant's scheduled Claim has been objected to by the Debtor or has
been identified by the Debtor as a Disputed Claim, a Contingent Claim or an
Unliquidated Claim.

5. The categories and particular Causes of Action listed below are indicative but are
in no way exclusive of the Causes of Action retained by the Debtor.

6. The Debtor remains free, subject to the terms of the Plan, to supplement and
amend this Schedule.

Certain Categories of Retained Causes of Action

Below is a list of indicative categories of Causes of Action that the Debtor and the
Reorganized Debtor retains. This list is non-exclusive.

• Causes of Action for refunds, payments, penalties or fees and/or other tax matters.

Causes of Action for payments, overpayments, setoffs, indemnities and/or failure
to meet lease, contract, note, deposit, regulatory and/or tax obligations.

Causes of Action for payments, overpayment, setoffs, indemnities and/or failure
to meet benetit- andlor employee-related obligations, including those related to
pension coverage, benefits and other calculations.

• Causes of Action for attorneys fees, litigation costs, indemnities, restitution, cross-
claims and counter claims related to existing or potential litigations.

Causes of Action against utilities, vendors and/or suppliers of services and/or
goods, travel or other agencies and/or other parties for wrongful or improper
termination or suspension of services and/or supply of goods and/or failure to meet
other contractual, indemnity or regulatory obligations, including actions involving
contracts or categories of contracts listed on the Schedules to the Plan.

• Causes of action against professionals who provided services to the Debtor and its
affiliates before the Relief Date.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

3m759gV1(6006g_1) 2

RAD00176
I



2:08-ap-00780-RJH
National Retail Development Partners I,

LLC v. Maness et al
Claims for non-payment of amounts owing on
a note; breach of contract; breach of guaranty

2:08-ap-00781-RJH
PDG Los Argos, LLC v. Adams et al

Claims for non-payment of amounts owing on
a note; breach of contract; breach of guaranty

2:08~ap-00831-RJH
Mortgages Ltd. v. PDG [Jos Argos,

LLE et al

Claims for non-payment of amounts owing au
a note, breach of contract, breach of guaranty

2:08-ap-00832-RJH
MORTGAGES LTD v. National Retail

Development Partners I, LLC et al
Claims for non-payment of amounts owing on

a none, breach of contract, breach of guaranty

\

2:08-ap-0088 l-RJH
Mort gas Ltd., at al v. Dragon et M

Breach of contract, breach of guaranty;

2:08-ap-00920-RJH
Gould Evans Associates L.C. v.

Mortgages Ltd.. et M

Mechanics' lien claim (Counterpoint project) ;
foreclosure action

2:08-ap-00957-RJH
Mortgages Ltd.. v. Vento et ad

Breach of contract, breach of guaranty

Mo
2:09-ap-00037-RJH

~ages Ltd. et al v. Vento et al
Breach of contract, breach of guaranty

1

2

Certain Specific RetainedCause of Action

Below is a list of indicative particular Causes of Action that the Debtor and the
Reorganized Debtor retain. This list is non-exclusive.

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

11

18

19

20

21

22

23

24

25

26

J207598vl(60069.l) 3

RAD00177



2:09-ap-00042-RJH
Mortgages Ltd. et d v. Vento et al

Breach of contract. breach of guaranty

S M Coles, LLC Claims, including fraudulent transfers and
receipt of preferential payments

SMC Revocable Trust Claims, including fraudulent transfers and
receipt of preferential payments

Greenburg Trauig Claims, including fraudulent transfers and
receipt of preferential payments

MCA Financial Group Claims, including fraudulent transfers and
receipt of prefereutid payments

Insiders of the Debtor Claims, including fraudulent transfers and
receipt of preferential payments

Tom Hirsch Claims, 'mclurling professional negligence and
indemni

Investors who received redemptions Claims, including fraudulent transfers and
receipt of preferential payments. Specifically,
there was approximately $1,400,000 paid to
redemption recipients within 90 days prior to
the Petition Date, and there was
approximately $44,200,000 paid to
redemption recipients within I year prior to
the Petition Date.

Life insurance beneficiaries Claims, including fraudulent transfers and
receipt of preferential payments



Preference Litigation Claims to recover non-redemption transfers
mad: to non-insider transferee within 90
days of the Petition Date

1-111

\
•

0
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We should LaL'<. Please let mc know when you have a few minutes.

Thank you.

-Bob-

~' l

--Original Mcsso.gc----
From: Hotxinann, Chris
Sent: Thursday, January 25, 2007 11:35 AM
To: Mona, P. Robert
Subject: Re: Do ac writ this client?

. 1 ' laI .

l l > Yes L can help 'K

Sent from my BlackBerry Wireless Handheld

---Original Message--
From: Maya, P. Robert <PRM@qum~1ca,corn>
To' Hoffmann, Chris <CHotl8mn@q_uar1es.com>

Sent: Thu Ian is 11234»45 2007
Subject: Do We want this client?

I

7
Chris' This is rae company 1 mcutloncd in my voice~mai1. The questions are whither we
would like to work with them and whether we can help Lhem at a reasonable price. They
are worried about compliance issues, pax1i<:ulcu'1y relating to aeouxiliea regulation. I can

see why.

Principals: Tom Hi:scl1,I-Ioward Wlder,Bu1{n W dei I

4.

Radical Busy LLC ("RB")

(also needs a new Operating Agreement)

2222 East Camelback g t

602.682.5150

F)
~z,sa» 6L 94/ .

Recununended by Mortgages Led. ("ML")(Todd Drown)
if

RAD00090
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