EXAMPLES OF EXCEPTIONS FOR
SELLER’S DISCLOSURE SUMMARY AND
CERTIFICATE OF REPRESENTATIONS AND WARRANTIES 
(CME)
(Revised 7-19-2011)

1(b)
Ownership
●
This Property has a Housing Assistance Payment Contract (“HAP Contract”) in place between Borrower and the United States Department of Housing and Urban Development or a state or local housing agency (collectively, “HUD”).  HUD has provided a consent (“HUD Consent”) to Borrower and Seller that permits Borrower to assign a security interest in the HAP Contract to Seller.  The HUD Consent by its terms states that neither the HAP Contract nor the HUD Consent can be assigned to any other parties without HUD’s consent, including the Depositor.  Neither the HAP Contract nor the HUD Consent is being assigned or delivered to the Depositor or any other party as a result.

3(a)
Licenses, Permits and Authorization
●
During underwriting it was discovered that there are two active above-ground fuel oil storage tanks located at the Property, with capacities of 10,000 gallons and 15,000 gallons, respectively, for which the Pleasantville State Department of Environmental Conservation Petroleum Bulk Storage registration certificates have expired.  Under a Repair Escrow Agreement dated as of April 2, 2010, Borrower is required to obtain the necessary fuel oil storage permits within 90 days of closing.

8(a)
Valid First Lien
●
The Property is subject to a Regulatory Agreement and Declaration of Restrictive Covenants (“Regulatory Agreement”) recorded against the Property in favor of the County of Booba, Oklahoma. The Regulatory Agreement was executed by Borrower in connection with bond financing provided by Booba County in exchange for the following rent restrictions: (i) 20% of the units must at all times be rented and occupied by, or held available for rental to and occupancy by, tenants whose adjusted income does not exceed 50% of median gross income for the area in which the Property is located (“Reserved Units”) and (ii) rental payments for tenants occupying the Reserved Units may not exceed 30% of an amount equal to 50% of the median adjusted gross income for the area.  The Regulatory Agreement will expire in 2015.
●
The Property is subject to a Grant Deed Open Space Easement (“Easement”) recorded against the Property in favor of the City of Shrublands (“City”) which grants the City an easement over the Property, restricting in perpetuity the use of the Property for open space purposes for the preservation of archaeological/cultural resources. The Easement prohibits all ground-disturbing activities.

9
Title Insurance

●
The Property is located in New Jersey, which has a “superlien” statute relating to environmental remediation. Any lien placed on the Property pursuant to such “superlien” statute will be superior to the lien of the Security Instrument.
●
A survey was waived.
●
The Property is comprised of two non-contiguous parcels located approximately one mile apart, but marketed and operated as a single project.
10
Full Disbursement
●
The Loan documents provide for future advances of Loan proceeds.
11(a)
Condition of Mortgaged Property; Condemnation
●
During underwriting it was determined that significant immediate repairs were needed at the Property, including, but not limited to, repair of sidewalk trip hazards, termite remediation, electrical upgrades and asphalt repairs. The estimated cost of the immediate repairs is approximately $600,000, and $750,000 (125% of the estimated cost of the repairs) has been deposited in escrow pursuant to a Repair Escrow Agreement executed at origination of the Loan.
13
No Shared Appreciation
●
Borrower entered into a Capital Gain Share Agreement (“Agreement”) with previous owner whereby gain realized at the Property related to certain capital events is distributed 100% to seller up to $750,000 and thereafter on a 6% basis.  The Agreement is subordinate to the Security Instrument and the Loan Documents, and provides that supplemental financing is only allowed after termination of Agreement or upon subordination of the Agreement to the supplemental mortgage (and approval by supplemental lender of the Agreement).
15(B)
Compliance with Laws
●
During underwriting it was discovered that there were several minor violations of the Americans With Disabilities Act at the Property.  Pursuant to a Repair and Escrow Agreement entered into at origination, Borrower was required to complete the necessary repairs to correct the violations by October 16, 2010.
17
Taxes and Assessments
●
The Property may have been erroneously classified or appraised by the local taxing authority (“Taxing Authority”) for an extended period of time, based on a change in use (or a lack of recognition thereof by the Taxing Authority). Borrower has represented that, to date, no attempt has been made by the Taxing Authority to formally claim that any back taxes are due for such period.  There is a recourse carve-out in the Multifamily Note in the event of a loss related to Borrower’s failure to pay back taxes, when due, which back taxes are charged as a result of a change in use and/or as a result of the Taxing Authority’s correction or adjustment of its prior erroneous classification or appraisal of the Property.
19
Insurance
●
Based on the circumstances of this Loan and the Property, property insurance was obtained in an amount less than would have been required under the Freddie Mac Multifamily Guide owing to the fact that the property insurance does not include a 90 day extended period of indemnity coverage.
●
The insurance company providing the property insurance on the Property is not licensed by the State of South Carolina and is not subject to state supervision nor is it included in the state’s guaranty or solvency fund.  In addition, the Property has rental loss insurance, but the coverage is only for 10 months of rental income, not 12 months. The coverage is expected to be increased to 12 months the next time the policy is renewed.
●
The liability insurance policy does not require 30 days prior written notice to lender of termination or cancellation.

●
The Security Instrument provides that if at any time during the term of the Loan the cost of the portion of Borrower’s blanket insurance policy that is allocated to terrorism insurance coverage for the Property exceeds the cost of such coverage as of the date of origination of the Loan, Borrower shall only be required to maintain the maximum amount of coverage that may be obtained at a cost not to exceed 2.5 times the cost of such coverage as of the date of origination of the Loan.

20(A)
Flood Insurance
●
The Property does not have full replacement value flood insurance. Borrower has secured coverage under the National Flood Insurance Program in the amount of $250,000 per building.
24
Environmental Conditions
●
Long-term radon testing is underway for four units. Pursuant to a Repair Agreement entered into at origination, if the lender determines the radon testing indicates further remediation is necessary, Borrower is required (i) to provide the lender with a signed, binding fixed price radon remediation contract with a qualified service provider, (ii) to complete such remediation work within a specified time frame, and (iii) to enter into an operations and maintenance agreement with respect thereto.
●
There are three underground storage tanks located on the Property that are no longer in service and that have been properly sealed.  Borrower is awaiting the final closure letter from the appropriate state agency.
25
Due on Sale

●
Borrower has entered into a Letter of Intent with Tax Credit Acquirer, Inc. (“TCA”) to form a new borrower entity for the purpose of granting TCA a preferred equity interest in the new borrower entity related to the Property.  Upon the transfer of the preferred equity interest to TCA ( “Transfer”), TCA or its affiliate will become the Class B member of a newly formed limited liability company controlled by Jack Petachi, the current sponsor and guarantor of the Loan.  This transaction will not result in the placement of subordinate debt or a subordinate lien on the Property. Borrower and lender are in the process of negotiating modifications to the Loan Documents to provide for the Transfer.
26(A)
Encroachments
●
Two of the buildings located at the Property encroach approximately six feet over the adjacent property line. The Title Policy provides “no violation” coverage, but does not specifically cover forced removal.
28
Ground Leases
●
The Property is subject to a ground lease dated as of January 1, 2005 (as amended, the “Ground Lease”) which was executed as a depreciation mechanism for tax purposes.  The Ground Lease is between Borrower, as the ground lessee, and Mid-Town Development Corporation, as landlord.  The Ground Lease expires in 2100.
30
Subordinate Mortgages
●
The lender permitted Borrower to put in place subordinate mezzanine debt in the original principal amount of $10,000,000 (“Mezzanine Loan”).  The Mezzanine Loan is evidenced and secured by, among other documents, the following: (i) a promissory note in the amount of $10,000,000 made by Piz Gloria Mezz Borrower, LLC, the sole member of Borrower (“Sole Member”), payable to the order of Trevelyan Springs, LLC (“Mezzanine Lender”); (ii) a loan agreement by and between the Sole Member and the Mezzanine Lender; and (iii) a pledge and security agreement granting the Mezzanine Lender a security interest in the partnership interests of the Sole Member. The Mezzanine Loan requires interest-only payments at a minimum pay rate of 8% and deferred interest at a rate of 4%. There is no mortgage or deed of trust recorded against the Property for the Mezzanine Loan.  The Mezzanine Lender and the lender entered into a Subordination and Intercreditor Agreement which provides, among other things, that (a) the Mezzanine Loan is subordinate in priority and payment to the Loan and (b) no payments shall be made with respect to the Mezzanine Loan other than from excess cash flow.
31(A)
Single Purpose Entity
●
Borrower is required in the Loan Documents to be a single asset entity that (a) shall not own any real or personal property other than the Property and personal property related to the operation and maintenance of the Property, (b) shall not operate any business other than the management and operation of the Property and (c) shall not maintain its assets in a way difficult to segregate and identify.  No such restrictions are contained in Borrower’s organizational documents.
33
Access, Public Utilities and Separate Tax Parcels
●
Borrower has access to a public street pursuant to a recorded easement agreement that runs for a term of 50 years, after which date the easement agreement shall automatically be extended for successive periods of 10 years unless the property owner, within six months prior to the end of the fifty-year period or any ten-year successive period, amends the easement agreement to terminate it at the end of the fifty-year period or at the end of any successive ten-year period.
●
The Property is subject to a certain right of reversion set forth in a recorded plat, pursuant to which the fee simple interest in certain land currently dedicated to the local governmental jurisdiction for use as a public roadway (pursuant to said plat) may potentially revert to the dedicator, its successors or assigns.

35
Litigation
●
The guarantor for the Loan, Miranda Frost, is involved in ongoing litigation with one of her partners regarding a property other than the Property.  The plaintiff in the case was awarded $3,000,000 by the trial court and the guarantor has appealed. Borrower reports that negotiations with the plaintiff are underway.

●
A lawsuit captioned Plenty O’Toole v. Emile Largo Enterprises, Inc. (“Lawsuit”) has been filed against Borrower by a former employee alleging racial discrimination and wrongful termination.  The plaintiff is seeking damages in excess of $10,000,000. Borrower has reported that the Lawsuit is in the discovery phase.

●
Borrower is in the process of appealing a 2009 tax assessment on the Property. The initial property tax valuation was $15,000,000.  Pursuant to an administrative remedy provided by the Appraisal Review Board, the valuation was reduced to $12,000,000.  Borrower has filed suit to get the valuation reduced to $10,000,000.

39
Releases of Mortgaged Property
●
Section 21(g)(vii) of the Security Instrument for this Loan has been amended to provide that if a partial release of a portion of the Property (“Release Parcel”) occurs after the Mortgage Note has been assigned to a REMIC trust (“Securitization”), no partial release of the Release Parcel will be permitted unless, immediately after the partial release, either (i) the loan to value ratio of the Property is equal to or less than 125% (such value to be determined, in the lender’s sole discretion, by any commercially reasonable method permitted in connection with a Securitization) or (ii) the principal balance of the Loan is paid down by the least of the following amounts: (1) if the Release Parcel is sold, the net proceeds of an arm’s length sale of the Release Parcel to an unrelated person, (2) the fair market value of the Release Parcel at the time of the partial release or (3) an amount such that the loan to value ratio of the Loan (as so determined by the lender) does not increase after the partial release, unless the lender receives an opinion of counsel that, if the amount in clause (ii) above is not paid, the Securitization will not fail to maintain its status as a REMIC as a result of the partial release.
40(A)
Insurance and Condemnation
●
The Security Instrument requires that in all cases the first $500,000 of casualty insurance proceeds must be applied to the repair or restoration of the Property.
41
Zoning

●
Borrower has covenanted and agreed to add the amount of parking spaces necessary to be in zoning compliance for the current 240 units on the Property without reducing income producing portions of the Property, and in a manner satisfactory to Lender within 365 days of the date of the security instrument.
●
Based on the circumstances of this Loan and the Property, building law and ordinance insurance coverage was required and obtained in an amount less than would have been required under the Freddie Mac Multifamily Guide.  The amount of law and ordinance coverage required for the Property under Schedule A would be $10,000,000, but the actual coverage is limited to $5,000,000.

44
Carveouts to Non-Recourse
●
Guarantor is not a natural person.

●
There is no guarantor for this Loan.
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