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Met hod for Conducting Residential Financing

wde@asaatd ons PRIORI TY CLAI M Thi s applicati onpct/as1o83/034339

the benefit of priority of United States Application 5
Nunmber 60/421,689, filed Cctober 28, 2002, the entire
contents of which are incorporated by reference as if
set forth at length herein. FIELD OF THE | NVENTI ON
This invention generally relates to the field of
Timpgnci al services. BRI EF DESCRI PTI ON OF THE DRAW NGS
10 The Figures depict various aspects and features of
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FIRE D OYeiEGRvIENTRSNadapt ed to the commercial |aws of
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DESCRIPTION OF THE INVENTION

The following discussion and accompanying drawings describes the principal
aspects, features and advantages of the present invention. What follows are exemplary
embodiments of the present invention and, in particular exemplary embodiments in
accordance to the commercial laws of the US. It should be apparent to those skilled in
the art that the foregoing is illustrative only and not limiting, having been presented by
way of example only (e.g., the invention may be adapted to the commercial laws of
various jurisdiction). All the features disclosed in this description may be replaced by
alternative features serving the same purpose, and equivalents or similar purpose, unless
expressly stated otherwise.. However, numerous other embodiments of the modifications
thereof are contemplated as falling within the scope of the present invention as defined

herein and equivalents thereto.



| NTRODUCTI ON There are several mllion U S. consuners
whose religious convictions prevent the paynent and

wo emeiopi41Df i nterest. The invention descri bed Per/Es1w03/034339
all ows these consuners to engage in a standardi zed
program for the financing of a home purchase, both as
5 purchasers and investors. The nature of this program
is the structuring of a |l ease ("Lease") and a
contract for deed, resulting in a transaction that has
INTROBUETION! effect as a conventional residential
nortgage transaction. In this process (the "SHAPE

Pr oca$sre)are s1Rrd MAIRY.S! &RASGRers W1V Bl cSNIES bRevent th
buy ou?rfﬁ% (ease. The method  has beggggppgoved b§b Ve e
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follow ng- issues are described in greater detai
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Assi gnment Servicing 15 Post-C osing and Secondary
5  pMeohkssts ahdaingestars.ofbe natkE of HANSARGRNON thMosEictuingrafiadgpse
As contenpl ated, a single-asset trust would be
(‘Esdasdyl) asche dorityact foe deed, gésnRingrin a fransasedrt that hasnbesante lagal effect
speci al purpose entity as the trustee. The trust woul d

a98 coMRhB6Ral t&iddnalBork @B BrafdacBon\ Intthi€ Prdde dIFSHAPE
designed for this specific purpose which would be used

ch?%gs? ,%i(rinﬁé #%ng&%ala%hseg hd GHRIHAE SaRAY {0l iy Rk lP{%&éaE‘e. & method

nds necessary to cquire the real

roperty wou] d, be. deposi.ted intag the trust . the .
BY B gy od b GG IR Shafelfathe 8 chisiRhoqtiniifnsialoniracts
of the property. The trust would then enter into a 2
10 apdwsgiom/magaiso PCT/ US2003/ 034339

The following issues are described in greater detail below:
e The Transaction Model
e Warehousing and Assignment
e Servicing
15 e Post-Closing and Secondary Market Transactions
THE TRANSACTION MODEL
Overview
As contemplated, a single-asset trust would be established by the originator, as
settlor, naming a special purpose entity as the trustee. The trust would be subject to the
20  terms of a written indenture designed for this specific purpose which would be used
generically by all originators participating in the program. The funds necessary to
acquire the real property would be deposited into the trust by the originator, as settlor,

and used to fund the purchase of the property. The trust would then enter into a



conbi nation | ease/ contract-for-deed agreenent with the

| essee/ purchaser. The settlor would be the initia
whenehiaiary of the trust, but the beneficial PCL/ES®83/034339

in the payment streamarising fromthe trust woul d be

assignable to third parties. The power to renove and

appoi nt trustees would be granted to the beneficiary

and the beneficiary would have 5 the power to direct

the trustee with respect to foreclosure of the

cpmbpatibly leaddiemeact-fghtlsed agoednebnbwith slsd lgssablparohiasen. Thesettlor

paynent stream Docunentation The SHAPE Process

woRittbd @8 itif8l teRbfi @iy tItQRISIBIE the behdfRsa intERkSinithe fayment
agreenent for the purchaser/lessee to use property

s il pREBHEGAARRN b ESRARE I el RsP HERERE: Amorve
nments. This dogunent s crpss=defaulted, wi th.the

oS b st eniide & auet P G BERERGHT AR afididd Soud have

Lease paynents under _ this docunent are tantannunbg;o,

5 thepeyessq dirgh thertarsics vafiresneebt, foreploghre o thePrppsbh o these rights
Thi s docunment is the contract-for-deed vehicl e under
wildibd askighitde puthchapamidnéstseaas. nakes i nst al | nent
paynments which are equivalent to standard nortgage
anor pDoéaineftatidaynent s. The docunent incorporates the
preferred standard Freddi e Mac/ Fanni e Mae enf or cenent

pr ocagukesypab RN L, BB B BIiOGHE dossméemy: be used, and
is cross defaulted with the Lease. Lessor's Prom se

to Sell; The.lessor makes ope page omse to t .
pur cHaskfdsFed bgés fpagisrpent ﬁ%r tB? 8'%8& %Sﬁgg)eﬁie)? 1 §°% Wg@&t}&hwh
purchaser/|l essee_at the price .indicated jp the

10 promi sethe gurshaserisseec nicadssiopyEchatsavd Qo el dagnrphpser/lessee
triggered default provisions. 3 WO 2004/040419 )
PCT/ US200Bhaig1ipstelimenraymantdu Fhisidoceraent inprgsedefailied wigh the
Purchase: This is the recorded

Promise to Purchase (described below) by reference. Lease payments under

this document are tantamount to interest, insurance and taxes.
e Promise to Purchase: This document is the contract-for-deed vehicle under
15 which the purchaser/lessee makes installment payments which are equivalent
to standard mortgage amortization payments. The document incorporates the
preferred standard Freddie Mac/Fannie Mae enforcement procedures,
although other procedures may be used, z;nd 1s cross defaulted with the Lease.
e Lessor’s Promise to Sell: The Lessor makes a one page promise to the
20 purchaser/lessee to sell the property only to the purchaser/lessee at the price
indicated in the Promise to Purchase unless the purchaser/lessee has triggered

default provisions.



docunent which binds the Lease and Prom se to Purchase
as a nortgage loan |ike docunent. Trust |ndenture.
wQaboog/oie14 he docunment governing the trust, estedl/UStoosp4339

the 5 beneficiary's rights with respect to the
revenue stream foreclosure and designation of the
trustee (see discussion bel ow under d osing and
creation of trust interest). Trust Participation
Certificate or Registry Entry (TPC): This is the
f unctei ONRImerghdivialof iteass aidPrémiae &f Purchhsea Tlegotthatdcerded
instrunent or investnment 10 security to evidence the
I nvest ofoctiniefit ©hiRR birds thdEeas & FREP MO H{i S ParchhsPaRIEMBREage loan
and provides for the assignnent of incidental aspects
of ownel hcio%mtnlg fhe ‘holder fromthe Lessor mandated
under am<c l'aw. The incidents of ownership are the
abllltyto replace the trustee and to direct the .
t r ust*eel gust Judenfuxe, T4 15 thedorument %PVFHP%E:W%GW% es{pRjishing the
the right of inspection of the Property, 15 upon

5  proper bandficiendongis withaeipee to thepgyaivg seeam.derestosugerpnd
ability, but not the obligation, to cure any defect
r egar di dggighbgorRsfape triugtee esabjiiecdssibn bl wider Glpsofg and creation of
reasonabl e notice to Purchaser/Lessee and Beneficiary;
and they4d:ahbret§.  approve, but not pay for, of any
significant i rrproverrents to the Property. Oigination

20 Ref efrus??aFd&’ Ml Ee.?nﬁc‘APo& ﬁg@%ﬁ%@‘g}@erﬁﬁé qhe

consuner ntere ram
origlinaltor, w el V romt he COI’]S i ndu
st andar%‘nﬁwg%lévﬁ Fﬁap&t[ﬁ{ ?I‘(ﬂ.]negﬁ {]rg At or 1n¥estment

underwite the appli cat ion in accor dance Wi th
10 j nvest oecyifyderyidence thgianversor s/iatereshin the leaspRwgpase grpngement,
di scl osures and notices required 4 WO 2004/ 040419
PCT/ US20d3r034830r the\asdignmént of owizotal aspeots bhownership to the
residential nortgage |oan transaction. Pre-approved
holder from the Lessor mandated under Islamic law. The incidents of
ownership are the ability to replace the trustee and to direct the trustee’s
activity with respect to foreclosure and: the right of inspection of the Property,
15 upon proper and reasonable notice to Purchaser/lessee; the ability, but not the
obligation, to cure any defect regarding the Property, subject to the giving of
reasonable notice to Purchaser/Lessee and Beneficiary; and the right to
approve, but not pay for, of any significant improvements to the Property.
Origination
20 Referring to Figure 1, upon securing an interested consumer’s indication of
interest in the program, the originator will receive from the consumer an industry

standard mortgage loan application, process and underwrite the application in accordance

with investor guidelines, and deliver to the consumer all disclosures and notices required



consuners will obtain a pre-approval letter leading to
a conmtnent letter and ultinmately the closing date.
wab@4nenial to be paid under the Lease woul d beCT/USZN®34339
as a finance charge for purposes of calculation and
di scl osure of the annual percentage rate and 5 rel ated
di scl osures under the Truth-in-Lending Act. It is
expected that consuners will pay standard market fees
for third party costs related to origination,
biyed idéongectdmtvatf oresidentéal inortgegolohs trapgaptien. sRlesippravetl e
services, and transaction settlenent. The intent of

cORRIRE ORI PEB1AR alpPe-hipravid etlreBa8ing S0 B LbMBTimdne fitdeaeksitimately
of the consuners applying thereto. Consuners wl |

tl?egglgs?né/@até.hfh Af %ot 5 68 HRer 1A RLOREEIRbeARated s hliRlahce
pri nmar ence tor ‘at d

resi east one year and to t ake up

ccupancy not e, t.han 60. days after cl

cBehbagrnserat olcmagh e fsge BLg aaflf Bristasqrate and

depi cts an exenplary enbodi nent of _the present .
5 r¢1ﬁt@@ﬁtSP@WP%WHFmJW%n'W@gH%ti Gris ExReC Eﬁﬂk}té’%ﬁ“&wrs will

process. Cosing and creation of trust interest 15

pReftenddrdimatiet féeg fivrahipd pathecastsirgliatedtto priginptiorns [inpdedipg gosts for

fund according to applicable Iaw. The originator wll

cRAttaBdreappiaisald, €ivie cablces, tlahd Srandapti@t sedtlemndnkt.or m Tr ust

I ndenture, and then fund the sanme. The trust wl|

hol d i, ﬁx}t?ntvéﬂfm% JrbGERSE R AfankOhémad aipedry ¢bidencesldtahe

trust w execute the Lease with the purchaser/| essee

as well as .t Pr om Pu
P etk TR b SBRR iy o5 A% REOARRRY o property o
shoul d be possible .20 to treat t TPC as_an

10 theiRRunH ﬁ?ﬁ@@eﬁfqr@yleﬁ% O P GERL e HR RS iPAYCY not more than 60
assignnent of interests. Under UCC Revised Article 8,
dayssaften elosipg; sidpugleather tyae periqds Maydie used- ot her
interest in an issuer or in property or an enterpris
of afiguss Udepivtkian exénsplaryepriedantnd of by paeseseiouerntion regarding the
certificate in bearer or registered form or the

ofibmBSSEindfpphbition pidassde regi stered 5 WO 2004/ 040419
P /U82003f834339 upon books nai ntai ned for that

PU" PRSRY afil AR Rlrhsudrk 1 SSuer; one of a cl ass

15 Referring to Figure 2, the originator will close and fund according to applicable
law. The originator will establish an irrevocable trust under a uniform Trust Indenture,
and then fund the same. The trust will hold title with licensee as initial beneficiary. The
trust will execute the Lease with the purchaser/lessee as well as the Promise to Purchase.

As noted above, the rights of the beneficiary are assignable. It should be péssible

20  to treat the TPC as an investment security for purposes of managing assignment of
interests. Under UCC Revised Article 8, a security includes a pa.rt%cipation, or other
interest in an issuer or in property or an enterpris of an issuer which is: represented by a

security certificate in bearer or registered form, or the transfer of which may be registered



series or by its terns is divisible into a class or
series of participations or interests; and a nedium
wo eooiomaest nent and by its terns expressly proRCTIES2003/034339
that it is a security governed by Revised Article 8.
The Trust Indenture would expressly state that the
TPCs will be 5 treated as an investnent security under
Revised Article 8 of the Uniform Commercial Code. A
100% trust participation could either be evidenced by
upobodkis @aihtaliztl ferehat puipae By or or béHabsftiey iser; one of a class or
el ectronically on the books of a registry nmaintained

si¥esr bg Bts Q&Hﬁl i diQ'fsﬂSlB fhto b C18¢ &%eridSr ﬂ%ﬁi&ﬁdtﬁ)hélbﬁ/mﬁerests and a
Interest could then be transferred, either by

5 gqaragfesayerb BB PGB e i s
W TESST s e Pl e 355?%ywﬁwéﬁégﬁg%¥0s“uube

Under UCC Revised Article 9; now effective in all

5 trsetad esapinysstuiset Brettyiuaderdtevesst dyriiela 8 of it Uniferar COIUU,‘@TCIal
Revised Article 8, an ownership or security interest
Code.aAcl®X0P4 fristphaitipmeon codly eitlss bedvidenced byegivstier bt certificate,
name nay be perfected by taking possession of the

of Bhidfért <RIt AR BR tIRIHJoRE 6f 4 RERLS eREMthihicd BN of 64 Belesf of the
taken in this mannher takes priority over all other 15

tx‘ﬁLt@é n”flilé Qelnrﬁ:{ﬁglraéﬁg Hitdrkd comtd Thdntel tans BB @WRBESEY ﬂeg‘%ﬁatlon of the

ecur i I'n an uncertificated securlty t aken

oBglinaf %{Y/{' %%{JP %%H,ﬁ%z}t?cﬁ a¥ ?r(fi)?ﬁrf%s é (st)lge mEe6 s eerre%oar(gsegf the trustee

the registration. UCC Rev

10 (6iegemed byroasraping, @ﬁ%af’élﬁéeagogé’éemu*%ﬁ’é‘tedéﬁ’é?sfsc&g‘f ryc
i nterest would be conposed of (i? the right to the
Reeisechdeticlo8; myw effentivoin all $O stetss alus g Ristnct ahgolymbia, and under
anounts due on account and unpaid, on or after the
UdAT Retib&l Aaivdd 8 cinalwriershfy @seciurily interestfie a cedificated séduri}y issued
the right to direct the trustee with respect to

if Qfe%ﬁlté?é&‘ﬁﬁnéﬁﬁz%élp%rfwted BetaRIn@RREdeYsiad bfthe dedifivhit with
his tying of the revenue " interest to the right to

b BT P B BLIBEEP ] e

d. A i nt erest .di sassoc rom a

15 c]latnrhg E? @Wgtmrrglaﬂ&anb%wnershxp or secunjcy m{seres In"an un Qgrtlﬁcated

security taken by registration on the records of the issuer takes priority over competing
interests not reflected in the registration. UCC Rev. §8-106; UCC Rev. §§9-106, 9-312,
9-313(a), 9-314 and 9-328.
The beneficiary’s interest would be composed of (i) the right to the revenue
20  stream for all rental earned, and all amounts due on account and unpaid, on or after the
date the beneficial interest is transferred, and (ii) the right to direct the trustee with
respect to foreclosure and sale of the property after default. This tying of the revenue

interest to the right to direct foreclosure is important for purposes of the Islamic
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acceptabl e under Islamc |law either for the

purchaser/| essee or for a Musliminvestor. Figure 2
walepiotEian exenpl ary enbodi ment of the cl osi NBCT/US2003/034339

process. 5 Insurance, liability and bankruptcy In

anot her enbodi mrent of the SHAPE Process, the

originator arranged a naster hone owner policy.

Purchaser /| essees al so had the absolute option to

obtain a standard HO3 policy through their own agent
pihdiple@irmoBANY réfenticdiatetest Hizasbeigted lfront &rey ahe rightapiild not be

of Originator closings, the naster hone owner policy

a ?taﬂf%tuéﬁé’ﬁlsiaﬁbé Bwadidet 8 kb uPtHacEAsRES be®S 8 Buslim investor.

arranged HO3 cover through their existing agents or

Gebt FRAAFRERS Bher i RIR Bl BHES Sl e R

nce. ovi de
contract- for-deed structure i s maintained, the
pur c B34 ahilitoand bankiuptay; i pl e for coverage

under a standard HO 3 broad form honeowners

conphensthsr gabpiligient ofsthe SHAPEdoresy, thagngingiopaprapged a master

matter, the trustee is potentially liable in .
hoagbivgensdich oPuichpsar/lessees 4150 bad uhe absglubmonties te ehtain a standard

property owned by the trust. The trustee and the trust

HeRY dlich @hroh gt5ther od® a@bntade & tagdnyi ofsheiechousidgr I the one
purchasSer/ |l essee's homeowner's policy, which would

exdn S;ﬁé ?%‘ g)hgintafolr' %fo@ﬁﬁg rtlge]{ 1?19&&%&30&%& L8 PHAPRStarafdHle and the

osses, a ord a first |ayer of coverage
for liability clains, as ] I.3: -
pygpsre e B it B YR 08P P AR SEp RS Raiive ass
liability excess coverage li.cy. Becau eac
VGBS CHal AT 2oL AR TP LIGE thah fhecppiract
trustee is neither the settlor or the beneficiary,
farkieed ealctpe opwpinjained) theipirahhgerilesses shopldcpejahgttle iy coverage
simlar trusts adm nistered by the trustee, would not

uhder a\saind ald| O Bobreat fosh\honleaivners agmprehtnd erigkrinsitregse policy.
Classification of the conbinati on Lease and Prom se

t 0 PULGNRARE BB aferME IR0E1s pbteiRalP Q4810 4DdckBigence for injuries
PCT/ US2003/ 034339 Generally, the classification of

ogc%%Jinéj&Q RETLA phﬂ)teﬁ{' Gwhad b§ 12 tARE U Ble Pistl AH8hd @Mt cTIR be
listed as an additional insured under the purchaser/lessee’s homeowner’s policy, which
would afford the trustee protection both from property and casualty losses, and afford a
first layer of coverage for liability claims, as well. Additional coverage against claims
could be provided via a blanket liability excess coveragé policy. Because each property
would be held in a separate trust, and the trustee is neither the settlor or the beneficiary,
the real property held in the trust, and in other similar trusts administered by the trustee,
would not be available to satisfy claims against the trustee.

Classification of the combination Lease
and Promise to Purchase as a mortgage
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courts have been liberal in their classification of an
interest as a nortgage, both for purposes of

WO dmabidsyd ng an estate in realty and for purpoBerUS£003/034339

establishing the right to pursue the appropriate

state | aw renedi es. A contract for deed, in which the
purchaser 5 occupies the property and agrees to

purchase the property by making install ment paynents

over time in return for delivery of a deed when al

t he iGeatrally neatkasdificatioheéreal papetty inserestcsgrmatesl ofistat law. The
nort gage. Restatenent of Property/ Mrtgages 3d, 3.4.

c§ﬁf—’s halv@ Beer?l’il%?ﬂ' it theitcla2ti R ATor0df anGaderesasBiib e, boi-for
. Mss Inc., 409 So. 2d 114 (Fla. 1982 Inre

| .

6%@%%? 1(5: % @ng &18 Sitate @n Ig(?g)é %&%ﬁgésccf)f ﬁ%@&@ﬁﬁﬂ}l@ nght to
deed is separate addre sed,b tut . S

PR erapBPRad st 48 emenzn g ArchaRadtihled B MR e Burchaser
See, for exanple, Ml Code Real Property Ann 10-101

oegupigs dhe mﬁeerpmrcdw%@frs t guichess tereRropa X/ Mmakingnstaliment
equitable interest in the fee sinple title to the

ppymo@es dyer tievein retuoufpn delegay of 2deaddvhentalléhé mstablotents Hame been
the seller. See, for exanple, 15 Torcise v. Perez, 319

p§@ is 26bofAizedhoa mRRagel Rezaterhdht thro‘paﬂﬁ’M/&tgagesﬁS’m §t3s4. See, for

have recogni zed the use of a | ease, coupled with a

e%dngbé FIL §T RS EHRS Bain'€ BRIARE ThY. v. %@sé}ﬁrma@@ S0.24 114 (Fla

| Val'ent " See,” Tor exanpl e, G ngue v. Buschlen,

S iR heb gl SR T ERBOR AP GReerge Law
whi ch_est abl i shes the cha erizati rea

pr opelt P dFedte C?@trflgr} ﬁ)‘fﬁ%b%@garﬁe& %‘g%?sﬁ? by slatpte.
establishing rights and renmedi es. See, for exanple

sapagtiones being refagedtp g3 1 {lond gsellgrentregnyactBayee, farerampleild Code
416 (App. 1997). The |l ease and contract for deed
RdadduopmntysAmpprev@tetdrsgqt he Shari' ah Council for

conpliance with Islamc |aw 8 WO 2004/ 040419

PCT/ UBRORIZ 05361318 Yegar dvall dd havin P 6 editab inetd¥e i the Thaimple title to
is the pal‘tl es' | ntentl on to create a m)rtgage

tHe'Hr&fe?@E eved th&lk‘fl 1854 P&t title is vested in the seller. See, for example,

Torcise v. Perez, 319 So. 2d 41 (Fla. App. 1975).

In the same vein, courts have recognized the use of a lease, coupled with a right
to purchase the property, as a mortgage equivalent. See, for example, Cinque v.
Buschlen, 442 So. 2d 1034 (Fla. App. 1983). Courts have often maintained that it is the
intention of the parties which establishes the characterization of the real property interest
for purposes of recording and establishing rights and remedies. See, for example, Valk v.

J.E.M. Distributors of Tampa Bay, 700 So. 2d 416 (App. 1997). The lease and contract

for deed documents approved by the Shari’ah Council for compliance with Islamic law



For purposes of renedi es, |ease arrangenents have,

under appropriate circunstances, been enforced as
worongages. 5 WAREHOUSI NG ASSI GNVENT The or i gi Peit/o82005§34339

choose to deal with a warehouser. The warehouser woul d

operate in a manner simlar to a traditional warehouse

| ender, except that it would fund (perhaps even table

fund) agai nst taking an assignnent of the TPC. Islamc

law allows the transfer of a mninmal set of ownership
ifchiRtspeci AOstan@his fthat it the pditids! tdntibn corenehtata raorighge interest in

| ender woul d seek in a security instrunment, for

i.at ed consideration. Therefore, the warehouser

ﬂ%ﬁg&%?%ginator may negotiate a price for the TPC. From

OrTgi nat ate a _ _
The Berppeicart IRCORSar et EE SR a1

the trust's ownership/l ease/sale of the property
clEnsECes, HepnguRrced ArMPHERECS henef i ciary  recei ves: 15
Assi gnnent of an Article 8 security, nanely the TPC
5 WWREHQUESINGASSHANMENT Specific incidental el enents
of ownership enbedded in the Lease and Pronise to
Pur ciTas erigise®@r aial@hbed taldeall mithtasy arehohsth €T erwarehouser would
I ndenture, subject to Lessor's Pronmse to Sell; and

opdiftelih §Manh6r GBar 18 \UERMRICHET R@ABhIsE $énder, b ept tHaeit veasdfund
and sale of the real 20 property in the trust.

GETR0S & toleifuhed sFERETHEH AR BEHL ABE. AbkuhTBLAMIows

ocess € serviced in
accorgdance wi.th. industry standards for [
thedppasisr oL rumyy set Pg%né%m%gg%o@&%ﬂ%ﬁw d?sﬂﬁ&t 5 hat a
PCT/ US2003/ 034339 _governi ng, residen iaI.nDrtgagﬁ
10 langemvewld seskciniasRaurity HsirueipRlg fox myse piekqogpideration. "Therefore, the
requirements. Servicing may be retained by the )
wardhgiseatind priginatormnap eegitegnprdcet for the ThGy c&roay andlslanyce law
Wi th
perspective, the purchased interest is the beneficial interest in the revenue stream from
the trust’s ownership/lease/sale of the property subject to lease. The trust beneficiary
receives:
15 o Assignment of an Article 8 security, namely the TPC, which carries with it:
e Specific incidental elements of ownership embedded in the Lease and Promise
to Purchase (see attached documents) and the Trust Indenture, subject to
Lessor’s Promise to Sell; and
e The right to the revenue stream arising from the Lease and sale of the real
20 property in the trust.
SERVICING

It is expected that transactions originated using the SHAPE Process will be

serviced in accordance with industry standards for, and applicable federal and state laws
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the TPC or it may be sub-contracted to a third-party
provider. 5 POST CLOSI NG & SECONDARY MARKETI NG | n Post
w@kmsioang19 whet her or not there has been a secoPCED$2003/034339
mar ket sale of the TPC, the servicer (or
sub-servicer) wll continue service through one of the
followng four events: 10 Breach: In the event the
Lessee breaches the Lease, Promi se to Purchase, and
TPC, the docunents provide for a notice of default and
gavauing, peidentih] nfartgagh an ranfagtionsding gt Ay RVEstor reguirements.
| east 30 days. If the breach is not cured within the
SeHi@ngp Bfaly 8 rethided B9 Chy@itisatg] D\hayebetdssipnddie ahésestor g with
accel erate the Prom se to Purchase by notifying the
L A ApaR hRide?. property to
t e %%ﬁahi Jﬁ%ﬁféggg%&gﬂgghﬁgt cl%ge t he purchase of
the property wthin, for the preferred enbodi nent, 30
days. If the Lessee does not close the purchase
during that time, the docunments provide that the
Lessor can proceed to sell the]pro erty.
RO B ELOSING &PBEANRARY MARKETIN see' s failure to
pay as prom sed under the 20 TPC and inability or
r ef udmPodt €losng, vdtetites oanat there basbagnfasatandanemarksicsaleedhe
above, the Lease termnation is achieved through a
TP B @Rfi@wl(6r stbtdartifie) wilt cvitiaee $epviButhehahemealf tlavfoligwing
the trustee to seek enforcenment under the traditiona
ﬁPg@gghgs of a standard Freddi e Mac/ Fannie Security
nstrument, which are incorporated in the Prom se to
Pur chas nd, t he purchaser/l.essee 10 2 .04
neT Baobisafas P R SSefER g dg LIR: g‘gﬁ{é%ey‘gg)r]?g“hase’ and
all rights in property, and the proper sold. The
expect eBPSglhe dggumerds B‘ioéigé :}?rya IP@%? SPE%fIa%lﬁ ?%%%ﬁ‘l‘retpS”ﬂqJ for the
judicial foreclosure. o
preferred embodiment, of at least 30 days. If the breach is not cured within

the cure period, the documents provide that the Lessor may accelerate the
Promise to Purchase by notifying the Lessee that the Lessor will cause the
property to be sold if the Lessee does not close the purchase of the property
within, for the preferred embodiment, 30 days. If the Lessee does not close
the purchase during that time, the documents provide that the Lessor can
proceed to sell the property.

e Foreclosure: Upon the purchaser/lessee’s failure to pay as promised under the
TPC and inability or refusal to re-instate and cure a default, as described
above, the Lease termination is achieved through a cross default with the
Promise to Purchase, allowing the trustee to seek enforcement under the
traditional remedies of a standard Freddie Mac/Fannie Security Instrument,

which are incorporated in the Promise to Purchase, and the purchaser/lessee

10
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If there is an excess above foreclosure costs and the
financier's basis in the property, it wll be

WO edouomEd t o t he purchaser/| essee. As in a trapd1/Uswa3/034339

5 foreclosure, there is no assurance that the costs of

the process will remt nore than the Lessor's basis

and costs of foreclosure. Pre-termlease buy-out:

Shoul d the purchaser/| essee no | onger wish to | ease

and acquire the property, the purchaser/lessee will

gi ve nowilcle Pfectdsed opnfehpemt 4ll Bghieé progedy,ead thy preperty sold.
the property. The servicer on behalf of the 10

fi nanci e dipkéte@pObNthe pRpenyicibasputduantse aongeditial foreclosure.
sell the property. The purchaser/lessee will then

mar ket If,flﬁ?er s%ee%é’ss @%e%re%f&@ux%lceﬁk B8d IHRGiaR&GBAE BAls in the
order o I'ement is purc aser/ essee to financier,

mar ket buye .JAuUr chas 0

dol | ar HGYE rE?'l:n‘t wi ﬁ’e rﬁﬁuQeg (ﬁC%aseﬁ/;Ec ggs eé‘ eagtzgdmonal
fulfills all of 15 his or her o S .

full teforgclrsuten thereisoe aSSPF?élcﬁH}a&ﬁ%gFtﬁ |°gg€?é’é°°e\ﬁ Wﬂﬁem“ more
then be able to buy out the Lease at its termfor the

pay nent thai therdessholsibasis andeashaRYOEROSEAPE Pr ocess i s
structured to sinmulate the standard nortgage

| oansbagedernhRA®: BEAMItSSHouRIthE puRhadeniespieaneasger Wish to lease
docunents utilized in the SHAPE Process 20 provide for

the fi nﬁf&%caﬁr@{he&)%eﬁg%é Binlch3r/Rksed \ﬁﬁsgl\deerﬂﬁﬁe BYtha
consumer in-a nman does not involve the

payment _of interest, r f & th
ol gt cugendse Fipe s itk S0l B Bhdnkrd gﬁﬁgkéﬁlcﬁﬁﬁﬁ‘g&ﬁ% ©
SHAPE Process re i nt ended to e ser

enf or cetinangier wall apppdnt g prErhaser e?ﬁ%ﬁ%@??‘f %ellf‘tﬁ‘épgogﬁ%y The

| aws as residential nortgage 11 WO 2004/ 040419 | )
PCT/ US200610878s9e wilbthes markes theHxmperhy @iled shelagng the technical
results in the creation of an asset that provides

i nvest ogrder ofisghlemenhiapuahaseetpsseead Enandier, madsebiysk th by
investors of traditional nortgage |oan

purchaser/lessee.

e Term of Lease dollar buy-out: In this case, the purchaser/lessee fulfills all of
his or her obligations over the full term of the Lease. The purchaser/lessee
will then be able to buy out the Lease at its term for the payment of one dollar.

SUMMARY

The SHAPE Process is structured to simulate the standard mortgage loan-based
home acquisition financing process. The documents utilized in the SHAPE Process
provide for the financing of the acquisition of a residence by a consumer in a manner that
does not involve the payment of interest, in conformity with the consumer’s religious
beliefs. Transactions originated using the SHAPE Process are intended to be serviced

and enforced in the same manner and subject to the same laws as residential mortgage

11
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prom ssory notes. In addition, the SHAPE Process is
structured so that an investor whose religious
whedleiwipr ohi bit investnent in interest-beari PQI/ASEE3/834339
may acquire assets created 5 using the SHAPE Process
in conformty with such beliefs. As a result, the
present invention is designed to provide a nethodol ogy
for consuners to purchase a residence and investors
to acquire an asset secured by a residence in
loaanf Dhd'S HA PHi Rrbcease hisgrasuls inlth¢ creftsoraafainrasset gay providesinvestors
recei pt of interest in a manner that nost closely

riBhts 104 Sred divaRUDE) tBoRhelEBRInvEd &3 oS tradidod m@edae fan
afforded the parties under the traditional residentia

P i) %g@gg ﬂnoa%?itﬁ‘ﬁl,r tgg ;S%{)%’JEI %@sggtg&urwyd h8t AW vestor whose

escri preferre ment the Invention, it
houl e. apparent to those skill.ed in the art.
<P SeB PR p e B s e S s B R b created
havi ng been presented by way of example only. A%I
uBing e AP B Srase st SSBEPTRIY PHISUglsbeiite | A & BSHlihe present
(i ncludi ng any acconpanyi ng cl ai ms, abstract, and _
imeatidmig sipsigeed th @rovidgpd methwdplpgn farepnaumeyetof maehpse s residence
serving the sanme purpose, and equivalents or simlar

aUnR 6%6rs tolMdRHs amaeesEhbeddtyatresdaich e vorfermifiheitk teligious
numer ous ot her enbodi nents of the nodifications

b%lpa?% ﬁ%ﬁ%s?g%n‘fé?ﬂ bERRLBE §CinRTest A d MBShMHD hdst 18sehE RIdCors the

sent 1 nvention as defined by the appended

A T BT g Y BB S resieni

software, or a conbination of the two. See Figure 3.
morigpes 19BN HIUAHE present invention is inplenmented in
one Or nore conputer prograns executing on
GONGEEMEN e conputers that each include a processor,
a storage nedi um readabl e by the processor (including
12 \V\BaRidg4b@44drtbeRGTrefSa008hBEHBEHt ofithd mtvehteonarighould be
non-vol atil e nenory and/ or storage el enents), at |east

a}gfh?eﬂt R thosélgylil sdein aRdlart ©HaetheforePsiag Litlpdttatiste vhigemd not limiting,
Program code is applied to data entered using the
hé\nﬂé’f)een presented by way of example only. All the features disclosed in this
specification (including any accompanying claims, abstract, and drawings) may be
replaced by alternative features serving the same purpose, and equivalents or similar
purpose, unless expressly stated otherwise. Therefore, numerous other embodiments of
the modifications thereof are contemplated as falling within the scope of the present
invention as defined by the appended claims and equivalents thereto.

For example, the present invention may be implemented in hardware or software,
or a combination of the two. See Figure 3. Preferably, the present invention is

implemented in one or more computer programs executing on programmable computers

that each include a processor, a storage medium readable by the processor (including

12



device to performthe functions described and to
generate output information. The output infornmation
WO sooappi4i®ed to one or nore out put devices. 5 BaCHUS2003/034339
programis preferably inplenmented in a high | evel
procedural or object oriented progranm ng |anguage to
communi cate with a conputer system however, the
progranms can be inplenmented in assenbly or machine
| anguage, if desired. In any case, the |anguage may
vblatik and mphivethtibe mempar mdér sthragereleags), #dedst enginput device and
conputer programis preferably stored on a storage-

oh&6h Iﬁmeczfugﬁwbﬁees. FogramGode SRpRIRY toRIak ethered using kheanput
magneti c diskette) that is readable by a general or

déﬂ@&éoyerﬁ% %ﬁﬁ@ﬁ(ﬁﬂ rREFBRA SnFRGRHERle duRputGRMAEhSHN. Mhe output

and operating the conputer when the storage nmedi um or

: . I : by th . f th
P SR S SR E e nt  The "ayst em rmay
5 2;?}8 @ftl)é} Igrlggr;%gig‘{pggf_ éﬁ{oag'?ie | ercrﬁﬂmtaﬁgg}ﬁ%vg]lﬁxggdwatl A gbj ect

conputer program where the 15 storage nmedi um so
odenttd progeanumgdenguageiomentneynicate Wb _EoBPRIeT ysigiadiomeyer, the
and predefined manner. For illustrative purposes the
pRygeaRYdani bV ayplentemtddsin esdeotiyed machineclasgsigenf desired. In any case,
configuration, method of operation and product or

HOARLEE ma§BdakbpNedbriMersid@h 1axuagd. oppy di sks,
cog@%hg?oﬁgl hardpdisks,‘%%?Rcﬁg% FIl ash ROVB

nonvel gt Ll ¢ ter gi:%gléﬁﬁ]g }ﬁ@f)éialgfm&eg OHIa\sRr ékg medigm or device

comput er nenor It wi be appreci ated that
t he g% t%o of oper at.i,on r
0 G RoGBONE . FEHIRA S SREECLUER L, B B (o
operation w thout departing fromthe %%fi C concggt S
SPHCSH PUBEEF PEEBIMEblSCORpea) SENSn e DRSsHT Bssomptcr
CLAI M5 Wat is clained is: 1. An asset acquisition
whien drecitarggammedion, orclemsr iseadby Bessmpbier &hperépra the pracedures
vehicle by an originator/settlor as a beneficiary to
dsstriled ilthis document. The system may also be considered to be implemented as a
computer-readable storage medium, configured with a computer program, where the
15  storage medium so configured causes a computer to operate in a specific and predefined
manner. For illustrative purposes the present invention is embodied in the system
configuration, method of operation and product or computer-readable medium, such as
floppy disks, conventional hard disks, CD-ROMS, Flash ROMS, nonvolatile ROM,
RAM and any other equivalent computer memory device. It will be appreciated that the

20  system, method of operation and product may vary as to the details of its configuration

and operation without departing from the basic concepts disclosed herein.
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vehi cl e; establishing a special purpose entity as

trustee of said trust vehicle; funding said trust
woelmok@1dy said originator/settlor, said fundBCtos2005834339

in purchasing an asset to be associated with said

trust vehicle; and 10 entering into a conbination

| ease/ contract-for-deed asset agreenent between said

trustee and a | essee/ purchaser; wherein said trust

vehi cl e includes an assignable beneficiary rights
duxdMSi ng: the power to renove and appoi nt trustees,

the power to direct the trustee with respect to

Wit acd1gisdedgs:of the property, and the power to coll ect
a paynment streamarising fromsaid trust vehicle. 15

2. The nmethod of claiml1l, wherein said asset is rea
property. 14

1. An asset acquisition financing method, comprising:
5 establishing a trust vehicle by an originator/settlor as a beneficiary to said trust
vehicle;
establishing a special purpose entity as trustee of said trust vehicle;
funding said trust vehicle by said originator/settlor, said funds for use in
purchasing an asset to be associated with said trust vehicle; and
10 entering into a combination lease/contract-for-deed asset agreement between said
trustee and a lessee/purchaser; wherein said trust vehicle includes an assignable
beneficiary rights including: the power to remove and appoint trustees, the power to
direct the trustee with respect to foreclosure of the property, and the power to collect a
payment stream aﬁsing from said trust vehicle.
15

2. The method of claim 1, wherein said asset is real property.

14



